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PREFACE
During the 90d Congress, over 15 separate laws were enacted

amending the Social Security Act or otherwise directly affecting pro-
grams under that act, In order to provide a convenient reference to
the Social Security Act as it has been amended by these various laws,
this document has been prepared. It includes all of the titles of that
act currently in force with all amendments up to January 5,1976. Also
included are the full text of the Federal.State Extended Unemploy-
ment Compensation Act, as amended, and the Emergency Unemploy-
ment Compensation Act of 1974 and pertinent excerpts from the In-
ternal Revenue Code and from various public laws enacted during
the 98d Congre

This document is intended to supplement and not to replace the
Compilation of the Soca Seowu Law which is prepared by the
Social Security Administration and published from time to time as a
document of the House of Representative& The most recent edition
of that Compilation was issued as House Document No, 93-117 (in 2
volumes) and contained the Social Security Act and related laws as
amended through January 1,1978. The CompUation, although not con-
taining_;aqmendniet -after iaArka*. dew bJ vermal f eatures not-
found in this current document. In particular, the Compi/aion has
far more extensive footnotes contains an index, and includes excerpts
from numerous laws affecting social security programs which are not
included in the current document.

It is also noted. that the social services title (title XX) and the
conforming amendments to other titles are reflected in this document
even though these changes do not become effective until October 1,
1975. Except for section 459, which is already in effect, part D of title

. -IV-(relating to-child support) and-certain-related sections of part A----.
of that title and of title XI are not effective until July 1,1975.

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

AN AC

To provide for the general welfare by etabliuhlng a system oft redera oldege
beefit% and by meblifg t several States to make more adequate provision
for age pMron blind prsn d and Crippled children maternal and
Child welare, public healtb, an the administration of their unmploymat
ompensation laws: to establish a Social Scurity Bond; to raie revenue;

and for other purpoafe

Bo i wmed by $Ae Seate md How of Repmuttm of ths
United StateeeAmerkso. iCengiowe mbledq

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

Se9MI St-at-e Old-A1. Assistance and Medical Assistance Pas... 3
Se & Payment to Ue......... . . 5
Se 4. Operation of statela ... 11
Se. Administration . 12
SeW. & Defnitions 1 23

Appropriatlo
- • &son--l,• F. -he-puposs (a)-ofenablinf eachr Statej as fat ---

practicable under the conditions in such State, to furnish financial
assistance to aged needy individuals, (b) of enabling each State, as
far as praccable under the conditions in such State, to furnish medi.
cal assistance on behalf of aged individuals who are not recipients
of old-age assistance but whose income and resources are insufflcient
to meet the costs of neemssry medical services, and (o) of encourag-
ing each State, as far as practicable under the conditions in suc
State, to furnish rehabilitation and other services to help individuals
-referred to-tnclausesb)tbY)wato 1'fbf retain cipabilitj forself--
care, there is hereby authorized to be appropriated for each fiscal
year a sum sufficient to carry out the purposes of this title. The sums
made available under this section shall be used for making payments
to States which have submitted, and had approved by the Secretary
of Health, Education, and Welfare (hereinafter referrod to as the
"Secretary"), State plans for old-age asistane, or for medical assist-

i P.LU a-4M0, set. M02. repealed Nit effetve Jauary 1.19M4, tot sueh repeal dow not
appiyt Puerto Rico. Guam. nd the rlr mhan.

peastabme of eontets does Not appe an the law
(1)
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am for the aged, or for old-.p suistancs and media aistc a for
the agea

State Old.Age and Medical Amltanee Plans

Se&. 2. (a) A State plan for old-age asiace, or for medical
astce for the aged, or for old-age wistance and medical ausista
~uIthe aged must-

(1) except to the extent permit by the Secretary with re
aspect to services, provide that it shall be in effect in all political
sbdivisions of the State, and, if administered by them, be man-
datory upon them;

(9) provide for financial prticipation by the SteM;
(8) either provide for the establishment or deignaon of a

single State agency to minister the plan, or provide for the
establishment or dsignation of a single State agency to supervise
the adminisration of the plan;

(4) (A) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for ast-
ance under the plan is denied or is not acted upon with reason-
able promptness, and (B) that if the State plan is adminitr
in each of the political subdivisions of the State by a local agency
and such local agency provides a hearing at which evidence may
be presented prior to a hearing before the State agency, such local
.. ut-intodimntodji nda tuai4 i
upon the m*er considered at such hearing;

(5) provide (A) such methods of a nist (including
methods relating to the establishment and maineanc of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the slecton, tenure of office,
and compenstion of any individual employed in accordance with
such methods) as are found by the Secretay to be necessary for
the proper and efficient operation of the plan, and (B) for the

_ • ,training and effective-uss-of paidsubprohxWaai sf.with p-ron].
ticular emphasis on the full-time or part-time employment of m-,
cipient. and other persons of low income, as community service
aides, in the plan and for the use of nonpaid
or partially paid volunteers in a social service volunteer program
in providing services to applicants and recipients and in waiting
any advisory committees established by the State agency;

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

I



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

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

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

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

need for such s take into consideration any other
income and resources of an individual claiming old-age as-
sistance, as well as any expenses reasonably attributable to
the earning of any such income; except that, in m ngsuch
determination, (i) the State agency may disregard not more
than $7.50 per month of any income and (Hi) of the first $80
per month of additional income which is earned the State
agency may disregard not more than the first $20 thereof"Plus oneklo- / r iie;

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

(C) provide a description of the services (if any) which
the State agency makes available (using whatever internal
organizational arrangement it finds appropriate for this pur-
pose) to applicants for and recipients of such asistance to
help them attain self-care!pq, i • g .e 94i f
steps taken to asure, in the provision of such services, maxi-
mum utlization of other agencies providing similar or re-
lated services; and

(11) if the State plan includes medical assistance for the
aged-

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

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

a SW4 US)
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(C) provide for inclusiou, to t1* extmt required by reguls-
tions prescribed by the Secrpay, of provisions (conforming
to such r ons) with rmpect to them furishiDg of such
asitance to individuals who ar residents of the State but
an eant therfrotm;

(D) include oe standards, c t withe ob.
Joctives of this title, for demining elbit for and the
extent of such astac; and

(K) provide that no lien may be imposed against the prop-
earty of any individual prior to h death on acount of medi.
cal assistance for the aged paid or to be paid on his behalf
under the plan (except pursuant to the judgment of a court
on account of benefits incorrectly paid on behalf of such Indio
vidual), and that there shall be no adjustment or recovery
(except, after the death of such individual and his surviving
spouse, if any, from such Individual's etate) of any medical

instance for the aged correctly paid on behalf of such indi.
vidual under the plan;

(19) if the State plan includes asistance to or in behalf of
Individuals who are patients in institutions for mental diseases-

(A) provide for having in effect such agreent. or other
arrangement with State authorities with mental

diseases, and, where appropriate, with such institutions, aS
maybe necessary for carrying out the State plan, including
--aangementi f j pi-p1anniang and for developm1n- of Al-
ternate methods of cars, aent providing assurance of
immediate readmittance to institutions where needed for in-
dividuas under alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his

_%V inludi, t that end, assMuraMes that there
will be initial and priod- ic eiiii- M edmitte~

needs, that he will be given appropriate medical trAtment
within the institution, and that there wil be a periodic deter-
uination of- his need for continue treatment in the
institution;

(0) provide for the development of alternate plans of
car, making maimum utilzion of avhaiale rmeourcae for
recipients who would otherwise need care in such institutions,
including appropriate medical. treatment and otei Ie wi
ance; for services referred to in section 8(a) (4) (A) (i) and
(if) which are appropriate for such recipients and for such
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parents; and for methods of sdminitrtion necessary to a- '
sum that the responsibilities of the State agency wider the
State plan with repect to such recipients and such patients
will be effectively carried out; and

(D) provide methods of determining the reasonable Cost
of institutional care for such patients; and

(18) if the State plan includes assistance to or in behalf ofpatients in public institutions for mental diseases, show that the
State is making satisfactory progress toward developing and im-
plementing a comprehensive mental health program, Including
provision for utilization of community mental health centers,
nursing homes, and other alternatives to care in public institu-
tions for mental diseases.

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

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

cants for old-age asis ce excludes any resident of the State who
has resided therein five years during the nine years Immediately
preceding the application for old-age assistance and has resided
therein continuously for one year immediately preeding the ap-
plication, and (B) in the case of applicants for medical assistance

- for the aged; excludes any Individual who resides i` the-Stite for-
(8) any citizenship requirement which excludes any citizen of

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

(c) Nothing in this title shall be consred t emt tt q
w-ithe rwpec•tO any pe'rW more t• ~uone=Sta plan approved-" * under this title.

Payment to Statu

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

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

5
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expditures for premiums under put B of We XVI!I for indi-
viduls who arenreipient. of money payments under such
and other nsuranoe premiums for medical or ahy other type of
remedial canor the cos thereof).--

(A) sy of such ndotur t, Do u wanting so much of
* any expenditur. with repe to such month as exceeds the

product of $37 multiplied by the total number of recipient.
of old-age su&-n-e for such month (which totsi number,
for purpom of this subslon mess (i) the number of
individuals who received old-age mistake in the form of
Mony payments for such month, plus (Hi) the number of
other individuals with respect to whom penditures were
made in such month as old-age ailtace in the form of
medical or any other type of remedial care); plus

(B) the larr of the following:
(1) (I) the Fedel perMnta (as defined In section

1101(a) (8)) of the amount by which such expendi-
turam exceed the amount which may be counted under
clause (A), not counting so much of such excess with
rspec to such month as exceeds the product of $88 mul-
tiplied by the total number of ecipient of old-age assst-
ance for such month, plus (II) 15 per oentum of the
tot expended during such mouth as old-ag nmistance
under the Statpln in the form of medical or any othe
tn*em1 a CANo coniting 86 Mu ut dk ex ..
penditurn with respect to such month as exceed the
product of $15 multiplied by the total number of recipe
lents of old-e ssist for such month, or

(i) () th Fedral medial p ts (as desne4
in scion 0(c)) of thi amount by which such expendi-
tures exceed the maxmum which may be counted under
cl•us (A), not counting so much of any expenditurs
witir -to such months exceeds (a)the productofW . iultplled by-the tots-numbeaof such eipi I soL. .
old-ag. distance for such month, or (b) if smaller, the
to• depended as old-a. ss stance in the form of medi.
cal or any other type of remedial care with respect to such
month plus the product of $P7 multiplied by such tots)
number of such recipients, plus (II) the Feder, per*
cei' of the amount by which the total expended dur.
ing such mouth as old-ap umisance under the State
plan exceeds the amount which may be counted under
clause (A) and the preceding provisions of this claum
(B) (l1), not counting o much of such excrn with repect

6
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to such month as exceeds the product of $88 multiplied by
the total number of such recipients of old-age istanc
for such month;

(9) in the cua of Puerto Rico, the Virgin lands, and Guam,
an amount equal to-

(A) onehalf of the total of the sums expended during
such quarter as old-age apssace under the State plan (in.
eluding expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments
under such plan and other Insunca premiums tor medical
or any other type of remedial cam or the cost thereof), not
counting so much of any expenditum with respect to any
mouth as exceeds $87.0 multiplied by the total number of
recipients of old-age a for such month; plus

(B) the larger of the following amounts: (i) one-half of
the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so
much of any expenditure with respect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of oldage distance for such month, or
(II) if smaller, the total depended as old-age assistance in
the form of medical or any other type of remedial care with
respect to such month plus the product of P7f.50 multiplied
by the total number of such recipient., or (ii) 15 per centum

... other totil ofth6 sums ekpondeddu'ri sucK-qi¥ti od.ý
age assistance under the State plan in the form of medical or
any other type of remedial care not counting so much of
any expenditure with respect to any month as exceeds the
product of $7.50 multiplied by the total number of such re-
cipient. of old-age asistance for such month;

(8) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 6(c)) of the total

--amounts expended during such-quartef at medical a-istanefor
the aged under the State plan including ependitures Mfor insur.
ance premiums for medical or any other type of remedial care
or the cost thereof) ; and

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

(A) 7T per centum of so much of such expenditures as
am for-

I
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(i) Msrvios whic ane presMribed puM ttos lon

(o) (1) ad- are provided (in acordane with the next
sntm) to applicnt. for or recpiets of aistanc

under the pla to help them attain or rean capability
for Ulf-came, or

(iH) lier servioh specified by the Secretary as likely
to prevn or reduce dependency, so provided to such ap-
picanta or recipient or

(I0) any of the services prescribed pursuant to sub-
sction (c) (1), and of the services specified as provided
in dlrsa (Hi), which the Secretary may specify as appro-
priate for individuals who, within such period or periods
as the Semtary may prscribe, have been or are likely
to becoe pplicnt for or recipient. of istanc, under
the plan, if such sd,, are rqueted by such individ-
uls and ar provided to such individuals in accordance
with the next sentence, or

(iv) the training (Including both short- and long-
term tining at educational institutions through grants
to such institutions or by direct f•nanci Maimstance to
student. enrolled in such institutions) of peonnel em-
ployed or preparing for employment by the State agency
or by the locl agency adminierin the plan in the po-
Utical subdivision; plus....... (B• ons-hifof so mnucofsudr expendltureraotn•- i.

eluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applcnt. for or
recipients of Assistance under the plan, and to individuals
requesting such services who (within such period or periods
as the Secretary may prescribe) have been or are likely to
become applicants for or recipients of such aMSistance; plus

(C) one-half of the remainder of such expenditures.
Opp* The services referred to in subparagraphs (A) and' (B) shall,

exception cksx kpw~i*e4 bythe Secretary, include only-_
(D) services provided by the staff ot thi tate aseny;_ot

of the local agency administering the State plan in the politi-
cal sbdivision: Noied, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation service under the Vocatonal Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the Stat.
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act, are able

a



Sf. 3(b)
and willing to provide if ei %-burd for the cost thereof pur.
suant to agreement under subpraaph (B), if provided by
such star, and

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

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

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

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

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection, and stating the amount appropriated or made avail-
able by the State and its political subdivisions for such expendi-
tures in such quarter, and if such amount is less than the State's
proportionate share of the total sum of such estimated expandi-
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t s the source or sources hfri which te difeence is expected
to be derived, (B) records showing the number of agd individ-
usil in the State, and (C) such other investigation u the Secrs.
tary 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 ae 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
mount which should have been paid to the State under sub.
section (a) for such quarter, and (B) reduced by asum equivalent
to the pro rata share to which the United State" is equitably
entitled, as determined by the Secretary of Health, Education,
and Welfare, of the net amount recovered during any prior quar-
ter by the State or any political subdivision thereof with repect
to distance furnished under the State plan; except that such
increases or reductions shall not be made to the extent that such
sum have been applied to make the amount certified for any
prior quarter greater or leo than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior
quarter: Provide, That any part of the amount recoverd from
the estate of a deceased recipient which Is not in excess of the
amount expended by the State or any political subdivision thereof
for the funeral expenses of the deceased shall not be considered
as a basis for reduction under clause (B) of this paragraph.

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

(o) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a), its State plan approved under section 3
must provide that the State agency shall make available to applicants
for recipients of old-age asistance under such State plan at least those
srvice to help them attain or retain capability for selfcare which are
presibed by the Secretary. "

(9) In the cue of any State whose State plan included a provision
meeting the requirments of paragraph (1), but with respect to which
the Secretary finds, after reasnale notice and opportunity for hear-
ing to the e agency aminirng or supervising the aministm.
tion of such plan, that,-

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

10



(B) in the admini -ration of the plan theu is a failure to oom-
ply substantially with such proviso

the Seetay sall notify such State agency that further payments
will not be made to the State wid paragraph (4) of susection (a)
until he is stfi that there will no longer be any Msch failure to
comply. Until the Secretary is so satified further payments with re-
spect to the admin"trion of such State plan shall not be made under
paragraph (4) of subscon (a) but shall Instad be made, subject to
the other provisions of this title, under paragraph (5) of such sub-
setiodn.

(d) Notwithstanding the preceding provions of this tion, the
amount determined under such provisions for any State for any quar
ter which is attributable to expenditures with respect to patients in
institutions for mental diseases shall be paid only to the extent that
the State make a showing satisfactory to the Secretary that total ex.
penditures in the Stae from Federal, States and local sources for
mental health services (including payments to or in behalf of individ-
uals with mental health problems) under State and local public health
and public welfare programs for such quarter exceed the average of
the total expenditures in the State from such sources for such services'
under such prog s- for each quarter of the fscal year ending June 80,
198. For purposes of this subscton, expenditures for such services
for each quarter in the fiscal year ending June 80, 19, In the cae
of any State shall be determined on the bass of the latest data, satis-
factory to the Secretary, available to him at the time of the fr de-
temination by him under this subsection for such State; and expendi.
tures for such services for any quarter beginning after December 81,
19M, in the case of any State shall be determined on the basis of the
lste•t data, satisfctory to the Secretary, available to him at the time
of the determination under this subsection for such State for such
quarter; and determinations so made shall be conclusive for purposes
of this subston.

Operation of State Plans

Seo& 4. In the case of any State plan which has been approved under
this title by the Secretary of Health, Education, and Welfae if the
Secretary, after reasonable notice and opportunity fc. hearing to the
State agency administering or supervisi the administration of such
plan finds-,- I A

(1) that the plan has been so changed as to impose any age,
residence, or citizenship requirement prohibited by section 9(b),
or that in the administration of the plan at-y such prohibited ie-
quirement is imposed, with the knowledge of such State agency,
In a substantial number of cases; or

44-iT 0 - TS - 0
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(9) that in the administration of the plan ther Is a failure to
comply substantially with any provision required by section 9(a)
to be included in the plan;

the Sret shall notify smch Stat agency that further payments
will not be made to the Stat (or, in his ton, that payments will

Sbe limited to catepries under or parts of the State plan not afected
• bby such failure) until the Secretary is satisfied that such prohibited

requirement Is no longer imposed, and that there is no longer any such
failure to comply. Until he is so satisfied he shall make no further
payments to such State (or shall limit payments to categories under
or parts of the State plan not affected by such failure).

Admlnistration

Sec. &. [Executed. Authorized appropriation for administrative
expenses of the Social Security Board under this title for the fiscal year
ending June 80, 198&]

Delunitlons
Se 6 (a) For the purposes of this title, the term "old-age assist.

ante" means money payments to, or (if provided in or after the third
month before the month in which the recipient makes application for
assistance) medical care in behalf of or any type of remedial care
recognized under State law in behalf of, needy individuals who are
sixty-five yews of age or older, but does not include any such pay-
ments to or care in behalf of any individual who is an inmate of a
public institution (except as a patient in a medical institution). Such
term also includes payments which are not included within the mean-
ing of such term under the preceding sentence, but which would be o
included except that they am made on behalf of such a needy indi.
vidual to another individual who (as determined in accordance with
standards prescribed by the Secretary) is interested in or concerned
with the welfare of such needy individual, but only with respect to a
State whose State plan approved under section 2 includes provision
for-

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

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

iiam 5



meet all the need of the individuals w respect to whom mob
payments an made;(8) undertaking and continuing special efforts to protect the
welfare of such Individual and to Improve, to the extent possible,
his capacity for self-care and to maa funds;

(4) periodic review by such State agency of the determination
_ under paragraph (1) to ascertain whether conditions justifying

such determination st! exist, with provision for termination of
such payments if they do not and for seeking judicial appointau"t
of a guardian or other legal representative, as described in seton
1111, if and when it appears that such action will best serve the
intestsof such needy individual; and

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

At the option of a State (if its plan approved under this title o pro.
videos , such term (I) need not include money payments to an individ.
ual who has been absent from such State for a period in excess of 90
consecutive days (regardless of whether he has maintained hit resi.
dence in such State during such period) until he has been present in
such State for 80 consecutive days in the case u such an individual whohas maintained his residence in such State during such period or 90
consecutive days in the case of any other such individual, and (il)
may include rent payments made directly to a public housing agency
on behalf of a recipient or a group or groups of recipients of assist-
ance under such plan.

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

-6 such month) but whose income and resources are insufficient to meet
all of such coet-

(1) inpatient hospital services;
(9) skilled nursing-home services;
(8) physicians' services;
(4) outpatient hospital or clinio service;
(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) detal services;
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(9) laboratory and X-ray rvime;
(10) prewsribed drugs, eyeglamse dentur and pr o do.

vices;
(U) diagstic, scr i, and preventive services; and
(12) any other meical oa or remedial care recogpzed under

Sttewlaw;
". except that such term does not include any such payments with respect

to care or services for any individual who is an inmate of a public
institution (except as a patient in a medical institution).

(o) For purposes of this title, the term "Federal medical percent.
age" for any State shall be 100 per centum less the State percentage;
and the State percentage shall be that percentage which bears the same
ratio to 50 per centum as the square of the per capita income of such
State bears to the square of the per capita income of the continental
United States (Including Alaska) and Hawaii; except that (I) the
Federal medical percentage shall in no case be lees than 50 per centum
or more than 80 per centum, and (it) the Federal medical percentage
for Puerto Rico, the Virgin Islands, and Guam shall be 50 per centum.
The Federal medical percentage for any State shall be determined and
promulgated in accordance with the provisions of subparagraph (B)
of section 1101(a) (8) (other than the proviso at the end thereof);
except that the Secretary shall, as soon as possible after enactment of
the Social Security Amendments of 1980, determine and promulgate

"i the Federal medical percentage for each State-
(1) for the period beginning October 1,1980, and ending with

the close of June 80, 1961, which promulgation shall be based on
the same data with respect to per capita income as the data used
by the Secretary in promulgating the Federal percentage (under
section 1101(a) (8)) for such State for the fiscal year ending
June 80, 1961 (which promulgation of the Federal medical per-
centage shall be conclusive for such period), and

(2) for the period beinnin July 1, 1961, and ending with
the close of June 80, 198, which promulgation shall be based on
the same data with respect to per capita income as the data used
by the Secretary in promulgating the Federal percentage (under
section 1101(a) (8)) for such State for such period (which pro.
mulgation of the Federal medical percentage shall be conclusive
for such period).



TITLEI--FEDERAL OLD-AGE, SURVIVORO AND DIS-
ABILITY INSURANCE BENEFITS

8M. UOL Fdral Old.Ag and Survivor" In an Trust Fund 9W
Federal Disability Insurance Trut Fund. .............. 20

(a) Oreation of Federal 01d-Ap and Survivors Insuran Trs
Fund o.0....................

(b) Creation. of Feideral Disability Insurance Trutd Yo 21
(c) Board of Trsee.w ..-. 28
(d) Investment of F unds 9
(e) Sale of NbllliUol5 . 5

h Trust runds Used for PAyment of DenS-- . 261) Aceptance of Gftt 2.......... .. 4.. ... 4..6

Sa 202. Old.4e and Survivor Insuranc Benefit . 2?
SOld.-Ap Insurance . ... . ........ ..u 2?

1b Ww' ifeBeInsurance- fts 2.
01 Husband's Insurance Benefits . 28
(4) Child's Insuranc BeeftS ................. .. 4.t. 28
(e) Widow's Insurance Benefits so.. .... 8
(f) Wldowew Inurce Benelt&. ................ .... 88
Ig) Mother's Insurance Benefits... ... ....... 41

P1) Paret's Insur Pan yents............................... 42

Application for Monthly Insurance Benefits; R a E
of Application; Waliv of Entitleumet.- 46

(k) Simultaneous Entitlement to More Than One Type ot
Benefit .......... 4T

(1) Effect of Entitlement to Survivor Benefits Under Railroad Re-
tirement Act ...... 48

(m) minimum Survivor's Benefit. .......... . 48
(n) Termination of Benefits Upon Deportation of Pdmary Ben

fl.cl.. 40
(0) Appliaton for Benefits by Survivors of Member and Forome

Members of the Uniformed Ser0ee. .............. 50
(p) Extension of Period for Filing Proof of Support and Appliec.

tions for Lump-Sum Death PaymentL . -..... ,,,W... 50
(q) Reducton of Benefit Amounts for Certain Beneficaries ........ - 1
(r) Presumed Filin of Application by Individuals Eligible for Old.

AVe Insurance Benefits and for Wife's or Husband's Insurance
Benefits . . . . . . . . 6T

.(s) Child Aged 18 or Over attending School ...... ....... .?
(t) Suspension of Benefits of Aliens Who Axe Outside the Unitedstate o. ... .... Go
(U) Effet of Conviction of Subversive Activities, et 00(I Waiver of Benfte..s . . ...... a......
(w) Inasm In Old-Age Insuraxne Benefit Amounts on Account ot

Delayed Retiremenwt 61
S. X& Reduetion of Insurance ast-............. U

(a) Maximum Benefits Payable_ ..
(b) Deductions on Acount of Work........-------------S
(c) Deductions on Account of Noncovered Work Outside the U.S.;

Failure To Have Child In . U
'This t~sof Cont ests 40 o• teuu Ism b•stlw.

(15)



16

Sme 20& Reducton of Insurance Beneft-otned pop
(d) Deductions From Dependents' Benefits on Account of Ol.Age

Insurance Ben efary's Noncovered Work Outside the U.S..-.. r
(e) O•currenc of More Than One EveuL_... ............... Of

ft M onths to W hich Earnings Are Charge ------...... . 6 8
I Penalt for Failure To Report Certai vent ............ 72

Repof Earnings to 8...t2r. ......................... 72
Clmstanes ~Under Which Deductions end Reductions Not•"•Required ..................... 75

(J) Attainment of Age 2 ........................ ,G
() Noncovered Remunerative Activit Outside the United States... 75

(I) Good Cause for Failure To Make Reports Required......-... 75
Sue 20- Overpayments and Underpayment s T6

(a) Adjustment of Errors In Payments ................-..-........ 6
(b) When Adjustment or Recovery of Overpayment Not Made ......-
(e) Nonllabilty of Certifying or Disbursing Of er ...............
(d) Special Rules Regarding Underg. To

S 206. M vtdence, Procedure* and Certification for Payment ---------- 18
(a) Authority of Secretary To Make Rules and Regulations To Carry

Out Provisions of Title I ........--------.- -------------. I
(b) Decisions by Secretary Regarding Rights of Claimants --------- 78
(c) Earnings Records Maintained by Secretary; Time LUitation for

Revulons ........................................... 78
(d) Authority of Secretary To Issue Subpenas. .................... 88
(e) Contumacy or ailhuro To Obey Subpena ..... . . ........... 88
(f) ( RepAMMedI
W Review of Secretary's Decision by 0ourt- . ............ 88

Finality of Seereta's Decision ............................ 84
(I) ertflication by Secretary for Payment. .........------------- 84
(j) Authority of Secretary T Certi• y Payment of Benefits to some.

one Other Than the Beneficlary ....... .. ..... 85
(k) Settlement of Clas of Incompetents.... .... 85

) Authorit of Secretary To Delegate P~wrs ...... .......-- -80m) [ftnepmd.
(n) Jolnt Payment of Benefits ........ ...................... 85
(o) Crediting of Compensation Under the Railroad Retirement AcL.. 86(p) Special Rules In Case of Federal Service.. ............... 86

Expedited Benefit Payments ..... 87
Sue 2s Representation of Claimants ........... T

(a) station Before Secretary; Fees for Services Before
(b) Court Determination of Iees in Certain Cases ...... 89Sft 20f. Asslgnment .. 9.0.................................. go

Sm 20L Pe &ltea ............ ..---------.... 90
(a) Fase Statements To Obtain Increase In Benefits -------------- 00
(b) False Statements on Applications .............. ----------------- 91
(C) Fals Statements Made for Use in Dtermining Rights to

Payments ------------------------- 91
(d) Fraudulent Concealment or Failure To Disciose Events Affecting

Initial or Continued Right to Payment. ... - --- 91
(e) Willful Conversion of Benefits by Representative Payee ..------- 91
(f) Furnishin False Information To Obtain Social Security Account

Number ------- ---------------------------- 91
(g) Penalty for Fur__nishn Fals Social Security Number With In.

tent To Deceie .... ... 91
8=e 2WDefinition of Wages..-------------- ---------------- 92

(a) Remuneration Excluded. ..- ................... . 92
(b) Payments Under Plan or System Excluded ------------------- 98
(c) Retirement Pay Excluded ....------------------------- 9
(d) Sick Pay luded-..-- 9.................
(0) Payments to or by Trust Exempt From Tax Under Internal

Revenue Code Excluded ----- -- ----- ------- 96
(t) Payaent of Employee Tax by Employer Excluded --------------- 94
(g) Payments In Kind and Certain Cash Payments for Domestic

Employment or Employment Not In Course of Employer's
Trai of Buriness Excluded. .......... ...... 04



17

(
(

(

0

(f

(a
(b5

Sam"

(ICl

(b
(4)

Ci,

(a
(I
(a

(Ib

(c

(a)

8Sb 21
(a)

(b)
(c)

(el

(gl
Sso. 21

(a)
(b)
(a:
(b)

M Definition ot Wagw-O ued
h) Remuneration for Agriculturul labor--Whoa bxcluded .....
1) Remuneration Paid After retirement Age-When Exluded...
)Remonsration Paid to Romeworkun-When fteludd ......

Moving ExuM of mloye-s ..... .
1) Tips
n) Payments by Employer Upon or Afte TWrmlaton of

Employment
a) umets by Employer to Survivor of Z *ate of Froer •m.

) Payments to Employee Entitled to Disability Insurance Benefat.
10 Employment
k) Employment; Excluded mploymnt D .fied. .
b) Included and Excluded Service Performed Durn Pay Period..
'I American Vendel D

American Aircraft Deflned.............. .....
,) American Employer Defined.. ... .........

Agricultural Labor Defned.. ...... .
State Defined...._ .. _...... . . . .
United States Dein ............... Np~ldoye Denned_ . ........... ... .. ..
C) Coveed Transportation Service Defined ... ,... . ...
gaemie In the eiformed Sev~ es Defined .........

a) Member of a Uniformed Service Deflne..........
i) Crew Leader Denned. .......
) Peace Corps Volunteer o-vie ......
11 Self-mployment ........
) Net Eamrinp From Self-Employment Defled .... ......) _elfEmplorment Income .

Trade or Business ..
) Partnership and Partner .
)A Table Year Defined... . ......---
) Computing Deeseed's Net Earnings From elf-Employment

WhNW Prtnership Taxable Year Ends Because of Death.....
Regular Basi ... .............. . . .

UL Crediting of SelfEinploymet Income to Calendar Quarter.-
Calendar Taxable Year ................

) Taxable Year Other Than a Calendar Year
I Qrer and Quarter of eueiaton, .. . . . . . . . . . . ..
) Oredtlnj of Wages Paid In 1K .................. ........A ltemre Method for Determinn Quarter of Coverag for

10M to10...... ....... -

4. Insured Status for PurPos of Old0-A and Survivors Insurance
Benefits-

Fully Insured indvdual . .............Currently InsuredIdi
5. Computation of Primary Insurance Amount - .......

Primary Insurance AmounL_....... .....-Averag Monhly Wage - ............-
Primary Insurance Amount Under Prior Provisions..........
Primary Iuanme Benefit Under 189 Ac,-L..-............
Certain Was and Sel-Employment Income Not To BeCounted .................
Recomputatlon of Benefits...... .-.... -
Rounding of Benefits..------- -----
Exclusion Under Certain Circumstances of Remuneration Paid

to Public Health Service Reserve Ofcer for Serice Prior to
July 1, 1 ....... .......-----------C0o0stf-Lvf Inreams In BeneSL .............

L Other Definitions.. . ... .... ........................

Wife
Widow -----------

Divoreed Wlve, Divorce- ............ ... ...

94
04
95

196

g6

103
104
104
104
1104

1s
1g

1o
1o

108

110

110

lot

110
110
114
116

110

118
118

115)

121

128

118
118
18

U12

UT
UT

IM

121

1M

120

180
181
182

188
122
122
128

182



A

18

Sm 21& Other Dellnltions-Coatinued waS
(a) Child 188(t) Husband .. ..... . .. . .... g8
(g) Widower . 180
(h) Determination of Status as Wife, Husbands Widow, Widower,

chid. or Pa nt. ... ................. 18
(if Dlsabilty: Period of Disablilty.. .................. ..... 148

When Periods of Limitation End on Nonwork s---..-..... 140
Waiver of 9-Month Requirement for Widow, Stepchild, or

Widower In Certain Death Cases or in the Cas ot Remarriag
to the Same IndividuaL. .. ................ 140

Sa. 217. Benefits In Cae of Veterans. ... ....... 14T
(a) Wage Credits tot World War I t 141
(b) Insured Status of World War II Veterans Dying Within 8 Years

After Separation From Active Service ....................... 148
(e) Time for Parent of Deceased Veteran To Flit Proof of Support... 149
(d) Definition of World War 11 and World War It Veteran........ 10
(e) Wage Credits for Military Service After World War It ......... 150
(f) Waiver of Rights to OCvil Service Retirement Annuity by Widow

or Child as Condition of Entitlement to Social Security Beneflits. 1M2
(g) Reimbursement of Trust Fund for Cost of Wage Credits for

Certain Military Service--....---..---..----.....--. ........... 152
(h) Wage Credits for American Oitisen's World War UT Service in

Armed Forces of U.S. Allies. ........................-.... 118
Sea6 21 Voluntary Agreements for Coverage of State and Locad Em.

ployees- .......................-....... ...... 154
(a) Purpose of Agreement ..........- 154(b) Defilnitons of Trs..... ......... 154

(e) Serices Covered . ..-------------- ----------- 156t
(d) Positions Covered by Retirement yste .................... 1
e) Payments and Reports by State. ........... 168
f) Elective Date of Agreement .............................. 164(I) Ternination of A ment.....-........... 16

Deposits in Trust d; AdJustmente ..--..-..---.------ - 10
(I) Purpose of Regulations Issued Under This Section -------- 106
(J) Result of State Failure To Make Payments Required Under

Agreement ------- .--- ...----..- .... .-- - 167
(k) Instrumentalities of Two or More States. . ................. 16?
(I) Delegation of Functions-. -----------------------------.---- 168
(m) Wisconsin Retirement Fund ..................... ... ... 100
(n) Modilication of Agrement To Apply to Certain Positions No

Longer Covered by Retirement Systems- --------------....... 109
(o) Modification of Agreement To Apply to Certain Employees of the

State of Utah - --- -------------- lo
(p) Modification of Agreement To Apply to Policemen and firemen

In Certain State. ......................--..... 110
(q) Time Lmltation on A ments -.....------ 171
(r) Time Limitation on Cdts and Refunds-.-.---.... ........ 178
(s) Review by Secretary of Assment; Allowance or Disallowance

of Claim for Credit orRefunds..................... 178(t) Review by Cor................... 174

(u) Positions Compensated Solely on a Fe Basis------ ..-..--- 174
Smc 219. [Repealed.]
Sam. 220 Disability Provisions Inapplicable if Benefit Rights Impaired--. 115
Smc 221. Disability Determinations ------------------------ -- -. 176

(a) Disability Determination TO Be Made by State Ancy.........-..- 175
(b) Federal-State Agreement -..-..-..-..-.-------- -- ------- 175
(a) Review by Secretary on eis Own Motion of Disability Deter-

minations Made by State -.---- - ------------------- 176
(d) Individual Dissatisfied by Determination Entitled to HearIng--... 176
(e) Reimbursement of States for Cost of Carrying Out moderal-State

Agreements --- --------- 176
(f) Use of Payments by States---. .. ine
(g) Disability Determinations Made by S tary.............. 176

Sac 222. Rehabilitation Services -........- ------ ----- --- ----- -1

(6) Referral for Rehabilitation Sevesa-l ..------.. -.... -. 177



em 329 ehbilitati "w Setc-C ntlse '
(b) Deductions q Accowt of Refual To Aqopt R~babllltation

Services - -I() Period of Workal .. .-----
Costa ot Rehabilitation Servic From Trust F n .....

Ba 22& Disability Insurance Beneft ...ns.a...Ben..t......
b iigof App iction. .............. . ..

1c) Definitions o Insured Status &Wd Waiting Period.
(d) Definition of Disability ........
2K. Reduction of Bmnefits Based on Disability on Account of Re-

celpt of Workmen's o tion
(a) Computation of Reduction
(b) Benefit Payable on Other Than a Monthly Baia..s....... .....
(a) Appication When Other Reduction or Deduction Under thisTitleAp mbe.......... ..... ..
(4) No Reduction If Workmen's Oompensatim Beneft Reduced

Because of Receipt of Title II eefta........1......
(e) Certification by Individual as to Award or Posibility of Award

of Workmen's Compensation Benefits. ...................
(f) Redetermination of Reduction ..........................
(g) Reduction of Auxiliary Benefits Before Reduction of Disability

Insurance Beneflt..................................
Soc. 225L Suspension of Benefits Based on DlablU........ ....
Sac 22& Entitlement to Hospital Insurance Benel..............

(a) Requirements for Entitlement.-Indivldual over 06 .............
(b) Requirements for •utitlement--Indivldual under 65.......
(c) lImitations.-Deemed Entitlement . .........................
(d) Qualified Railroad Retirement Benedclary-Deflnltion .......
(e) Chronic Renal Disease Considered to Constitute D1ablty.v......
(f) Medicare Eligibility on Basis of Chronic Kidney FlaUure.......

Sec) eretary' Authority to Limit Relmburement...............rh) Widows' and Widowers' Hospital
Q Uninsured Individuals .....

Sm 22?. Transitional Insured Statu s ...................
(a) Benefit Rate ..-----------. . ..
(b) Widow's Benefita--Indivldual Deceased Prior to Becoming

Eligible Under Transitional Insured Status Provisions ....
(c) Widow's Benefits-Individual Deceased After Becoming Eligible

Under Transitional Insured Status Provisions.. -....-.....
S 22&. Benefits at Age 72 for Certain Uninsured Individuals..-....-

(a) Eligibility ..................................
(b) Benefit Amount. ----------............... ..------
(e) Reduction for Governmental Pension System Beneflts. .........
(d) Suspension for Months In Which Cash Payments Are Made

Under Public Assistance --------------- ........---------
(e) Suspension Where Individual Is Redding Outside the United

states----------
(f) Treatment as Monthly Insurance Benefits-........--. --
(g) Annual Reimbursement of Federal Old-Age and Survivors

Insurance Trust Fund...........--(h) Definitions .........
Smc. 229. Benefits In Case of Members of Uniformed Serviles. .......

(a) Deemed Wage Credits for Service after December 1067 ........
(b) Appropriations to Cover Wage Credits -------..---------...

Sm 280& Adjustment of the Contribution and Benefit Base..----------
(a) Publication In the Federal Reglster -.......----------
b) The amount of the control iHton and benefit base -------------

(e) Interim contribution and benefit base ----------------
Saw. 281. Benefits In Case of Certain Individuals Interned Duriun World

War !! -------------------------------------------------
(a) Definition of Internee-.- - ---------- ---
(b) Wageropriatio-n-s ----..............-.-(e) Appropriations . ... . .

VW

178
178

181
1I6
1IN
is$

18?
18?
106
188
1is
106
1SO
1i9
106
106
190
106
191M
191

191
192
I19
192

194

194

196
196

106
196
197
197
197
109



Se,* 301(a)

Federal OIdAp and Survlvos Insuraee Trust Fund and
Federal Disablity Insurance Trust Fund

Section 20L (a) There is hereby created on the books of the Tress.
ury of the United States trust fund to be known as the "Federal
Old-Age and Survivors Insrance Trust Fund". The Federal Old-Age
and Survivors Insurane Trust Fund shall consi of the securities
held by the Secretary of the Treasury for the Old-Age Reserve Ac-
count and the amount standing to the credit of the Old-Age Reserve
Account on the books of the Treasury on January 1, 1940, which me.
curitles and amount the Secretary of the Treasury is authorized and
directed to transfer to the Federal Old-Age and Survivors Insurance
Trust Fund, and, in addition, such gifts and bequests " may be made
as provided In subsection (i)(1), and such amounts u may be ap-
propriated to, or deposited in, the Federal Old-Age and Survivors In-
surance Trust Fund as hereinafter provided. There is hereby appro-
priated to the Federal Old-Age and Survivors Insurance Trust Fund
for the scale year ending June 80,1941, and for each flucal year there.
after, out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of-

(1) the taxes (including interest, penalties, and additions to
the taxes) received under subchapter A of chapter 9 of the In-
ternal Revenue Code of 1989 (and covered into the Treasury)
which are deposited into the Treasury by collectors of internal
revenue before January 1,1951; and

(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of chapter
9 of such Code which are deposited into the Treasury by collectors
of internal revenue after December 81, 1950, and before January
1, 1958, with respect to aes ents of such taxes made before
January 1,1951; and

(8) the taxes imposed by subchapter A of chapter 9 of such
Code with respect to wages (as defined in section 1426 of such
Code), and by chapter 21 (other than sections 8101(b) and 8111
(b)) of the Internal Revenue Code of 1954 with respect to wages
(as defined in section 8121 of such Code) reported to the Com-missioner of Internal Revenue pursuant to section 1420(c) of the
Internal Revenue Code of 1989 after December 81, 1950, or to
the Secretary of the Treaury or his delegates pursuant to sub-
title F of the Internal Revenue Code of 1954 after December 81,
1954, as determined by the Secretary of the Treasury by apply-
ing the applicable rates of tax under such subchapter or chapter
2! (other than sections 8101(b) and 8111(b)) to such wages,
which wages shall be certified by the Secretary of Health, Edoca-
tion, and Welfare on the basis of the records of wages established
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mad maintained by muc Secretary in accordanc with such ro.
ports, lew the amounts specified in clause (1) of % s ofton (b) of
this secon; and

(4) the taxes imposed by ubch B of chapter 1 of the
Internl Revenue Code of 1939, with respect to self-employment
income (a defined In section 481 of such Code), and by chapter
9 (other than section 1401(b)) of the Internal Revenue Code of
1954 with respect to self-employment income (as defined In section
1409 of such Code) reported to the Commimioner of Internal
Revenue on tax return under such subchapter or to the Secretary
of. the Treasury, or his delegate on tax returns under subtitle F
of such Code, a determined by the Secretary of the Treasury by
applying the applicable rate ot tax under such subchapter or
chapter (other than section 1401(b) to such self-employment
income, which self-employment income shall be certified by the
Secretary of Health, Education, and Welfare on th. basis of the
records of self-employment income established and maintined by
the Secretary of Health, Education, and Welfare in accordance
with such returns, lees the amounts specified in claus. (B) of sub.
section (b) of this section.

The amounts appropriated by clauses (8) and (4) shall be transferred
from time to time from the general fund in the Treasury to the Fed.
eral Old-Age and Survivors Insurance Trust Fundt and the amounts
appropriated by clauses (1) and (4) of subsection (b) shall be trans-
ferred from time to time from the general fund in the Treasury to the
Federal Disability Insurance Trust Fund, such amounts to be deter-
mined on the basis of estimates by the Secretary of the Treasury of the
taxes, specified in clauses (8) and (4) of this subsction, paid to or de-
posited into the Treasury; and proper adjustments shall be made in
amounts subsequently transferred to the extent prior etima wore
in excess of-r were less than the taxes specified in such clauses (8) and
(4) of this subsection.

(b) There is hereby created on the books of the Treasury of the
•. United States a trust fund to be known as the "Federal Disability In-

surance Trust Fund." The Federal Disability Insurance Trust Fund
shall consist of such gifts and bequests as may be made as provided in
subsection (1) (1), and of such amount. as may be appropriated to, or
deposited in, such fund as provided in this section. There is hereby
appropriated to the Federal Disability Insurance Trust Fund for the
fiscal year ending June 80,1957, and for each fiscal year thereafter, out
of any moneys in the Treasury not otherwise appropriated, amount.
equivalent to 100 per centum of-

(1) (A) % of 1 per centum of the wages (as defined in section
8121 of the Internal Revenue Code of 19O4) paid after Decem-
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ber 81, 15K and before January 1, 1M6, and reported to the Sec
rotary 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 wag. (as so defined) paid after DecAmbe 81,1965, and be.
fore January 1, 19A8 and so reported, and (0) 0.95 of I 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 (a 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 81,
1979, and before January 1, 194, 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 reported, (G) 1.9 per centum
of the wages (as so defined) paid after December 81, 1977, and
before January 1,1981, and so reported, (H) 1.8 per centum of the
wages (as so defined) paid aft December 81, 1080, and before
January 1,1988 and so reported, (I) 1.4 per centum of the wages
(as so defined) paid after December 81,1985, and before January
1, 2011, and so reported, and (J) 1.7 per centum of the wages
(as so defined) paid after December 81, 2010, and so reported,
which wages shall be certified by the Secretary of Health, Educa-
tion, and Welfare on the bas of the records of wages established
and maintained by such Secretary in accordance with such
reports; and

(2) (A) % of 1 per centum of the amount of self-employment
income (as defined in section 1409 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 beginning after December 81,1956, and
before January 1, 1966, (B) and 0.525. of 1 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) 0.712 of 1 per centum of the amoMnt of
self-employment income (as so defined) so reported for any tax-
able year beginning after December 81, 1967, and before Janu-
ary 1, 1970, (D) 0.825 of 1 per centum of the amount of self-
employment income (as so defined) so reported for any taxable
year beginning after December 81, 1989, and before January 1,
1978, (E) 0.795 of 1 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year
beginning after December 81, 1972, and before January 1,1974,
(F) 0.815 of 1 per centum of the amount of self-employment
income (as so defined) as reported for any taxable year beginning
after December 81, 1978, and before January 1$ 1978, (0) 0.850
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of I per centum of the amount of self-employmeant ncome (a so
defined) so reported for any taxable year beginning after Decem-
ber 81, 1•9, and before January 1,1981, (H) 0.9O0 of 1 per aem-
turn of the amount of self-employment income (as so defined) so
reported for any taxable year beginning after ecember 81, 1980,
and before January 1, 1986, (I) 0.990 of I per centum of the
amount of self-employment income (u so defined) so reported for
any taxable year beginning after December 81, 1985, and before
January 1,9011, and (J) 1 per centum of the amount of n.lf.
employment 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 in.
com established and maintain by the Seretary of Helth,
Education, and Welfare in accordance with such returns.

(c) With respect to the Federal Old-Age and Survivors Ins e
Trust Fund and the Federal Disability Insuace Trust Fund (here
Insafter in this title called the wTrust Fundo") there is hereby cret•
a body to be known as the Board of Trustees of the Trust Funds (here.
inafter in this title called the "Board of Truste ) which Board of
Trstees shall be composed of the Secretary of the Treasury, the Seo-
retary of Labor, and the Secetary of Health, Education, and Welfae,
all ex officio. The Secretary of the Treasury shall be the Managng
Trustee of the Board of Trustees (hereinafter in this title called the
"ManaginTs t"). The Commisioner of Social Security shall
serve as Secretary of the Board of Trustm Such Board of Trustees
shall, mee not lee frequently than once each calendar year. It shall be
the duty of the Board of Trustees to-

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

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

(3) Report imme ty to the Congress whenever the Board
1*6 of Trustees is of the opinion that the amount of either of the Trust

Funds is unduly small;
(4) Recommend improvements in administrtive procedures

and policies designed to effectuate the proper coordination of the
old-age and survivors insunce and Flederal-State unemploy-
ment completion program; and

(5) Review the general policies followed in mnagin the Trust
Funds, and recommend changes in such policies, including neces-
sary changes in the provisions of the law which govern the way in
which the Trust Funds ar to be nmanaed
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The report provided for in paragraph (9) above shall Include a state
merit of the assets of, and the disbursements made from, the Trust
Funds during the preceding fiscal year, an estimate of the expected
future income to, and disbursments to be made from, the Trust Funds
during each of the next ensuing five fiscal yer, and a statement of the
actuarial status of the Trust Funds. Such report shall also include an
actuarial analysis of the benefit disbursements made from the Federal
Old-Ae and Survivors Insune Trust Fund with respect to disabled
beeciari Such report shall be printed as a House document of the
session of the Congress to which the report is made,

(d) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Funds as is not, in his judgment, required to meet
current withdrawal. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and Interet by the United Sttes. For such pur-
pose such obligations my be acquired (1) on original issue at the issue
price, or (M) by purchase of outstanding obligatons at the market
price. The purposes for which obligations of the United State may be
Issued under the Second Liberty Bond Act, as amended, are hereby
extended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Funds. Such obligations Issued for purchase by
the Trust Funds shall have mturities fied with due regard for the
needs of the Trust Funds and shall bear interest at a rate equal to the
avere market yield (computed by the Managing Trustee on the basis
of market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obliga-
tions of the United States then forming a part of the public debt
which are not due or callable until after the expiration of four years
from the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centum, the rate
of interest of such obligations shall be the multiple of one-eighth of
1 per centum nearest such market yieldL-The Managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest

(e) Any obligaon acquired by the Trust Funds (except public-
debt obligations issued exclusively to ibe Trust Funds) may be sold
by the Managing Truste at the market price, and such public-debt
obligations may be redeemed at par plus accrued interesL

(f) The Interest on, and the proceeds from the sale or redemption
of, any obligations held in the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability Insurance Trust Fund
shall be credited to and form a part of the Federal Old-Age and
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8urvivorn IMurance Trust Fund and the Disbih'ty Isurance Trust
Fund, respectively.

(g) (1) (A) There an authorized to be made available for expendl-
ture, out of any or .11 of the Trust Funds (which for purposes of this
paragraph shall include also the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medical Insurance Trust Fund

S established by title XVIII), such amounts as the Congres may deem
W^W appropriate to pay the costs of the part of the administration of this

title, title and title XVII for which the Seretary of Health,
Education) and Welfare is responsible. During each fiscal year or after
the close of such fiscalyear (or at both'tmes), the Secretary of Health,
Education, and Welfar shall analyst the costs of administrtin of
this title, title XVI and title XVIII during the appropriate part or
all of such fiscal year in order to determine the portion of such costs
which should be borne by each of the Trust Funds and (with respect
to title XVI) by the generalrevenues of the United tat and sha
certify to the Managing Trustee the amount, if any, which should be
transerred among such Trust Funds In order to assure that (after
appropriations made pursuant to setion 1601, and repayment to the
Trust Funds from amounts so appropriated) each of the Trust Funds
and the general revenues of the United States bears its proper sham
of the costa incurred during such flsecal year for the part of the adq
ministration of this title, title XVI, and title XVIII for which the
Secretary of Health, Education, and Welfare is responsible. The
Managing Trustee is authorized and directed to transfer any such
amount (determined under the preceding sentence) among such Trust
Funds in accordance with any certification so made.

(B) The Managing Trustee is dhire to pay from the Trust Funds
into the Treasury the amounts estimate byhim which will be x-
pended, out of moneys appropriated from the general funds In the
Treasury, during each calendar quarter by the Treasury Department
for the part of the administration of this title and title XVIII for
which the Treasury Department is responsible and for the administra-
tion of chapters 2 and 21 of the Internal Revenue Code of 1954. Such
payments shall be covered into the Treasury as repayment to the
account for reimbursement of expenses incurred in connection with
such administration of this title and title XVIiI and chapters 2 and
21 of the Internal Revenue Code of 1954.

(B) The Managing Trustee is directed to pay from time to time
from the Trust Funds into the Treasury the amount ettiated by
him as taxes imposed under section 8101(a) which are subject
to refund under section 6418(c) of the Internal Revenue Code of
195 with respect to wages (as defined in section 1426 of the Internal
Revenue Code of 1989 and section 8121 of the Internal Revenue Code
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of 1954) paid after December 81, 1950. Such taxes shall be deter-
mined on the basis of the records of wages established and maintained
by the Secretary of Health, Education, and Welfare in accordance
with the wages reported to the Commiusioner of Internal Revenue
pursuant to section 1420(c) of the Internal Revenue Code of 1989 and

• to the Secretary of the Treasury or his delegate pursuant to subtitle F
•• of the Internal Revenue Code of 1954, and the Secretary shall furnish

the Managing Trustee such information as may be required by the
Trustee for such purpose. The payments by the Managing TMutee
shall be covered into the Treasury a repayments to the account for
refunding internal revenue collections. Payments pursuant to the first
sentence of this paragraph shall be made from the Federal Old-Age
and Survivors Insurance Trust Fund and the Federal Disability In.
surance Trust Fund in the ratio in which amounts were appropriated
to such Trust Funds under clam (8) of subsection (a) of this section
and clause (1) of sub on (b) of this section.

(8) Repayments made under paragraph (1) or (9) shall not be
available for expenditures but shall be carried to the surplus fund of
the Treasury. If it subsequently appears that the estimates under
either such paragraph in any particular period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
In future payment..

(h) Benefit payments required to be made under section 2, and
benefit payments required to be made under sus n (b), (c), or
(d), of section 202 to individuals entitled to benefits on the basis
of the wages and self-employment income of an individual entitled to
disability insurance benefits, shall be made only from the Federal Dis-
ability Insurance Trust Fund. All other benefit payments required
to be made under this title (other than section 2M6) shall be made only
from the Federal Old-Age and Survivors Insurane Trust Fund.

(i) (1) The Managing Trustee of the Federal Old-Age and Survi-
vors Insurance Trust Fund, the Federal Disability Insurance Trust
Fund, the Federal Hospital Insurnce Trust Fund, and the Federal
Supplementary Medical Insurance Trust Fund is authorized to ac-
cept on behalf of the United States money gifts and bequests made
unconditionally to any one or more of such Trust Funds or to the
Department of Health, Education, and Welfare, or any part or officer
thereof, for the benefit of any of such Funds or any activity financed
through such Funds.

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

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

and Survivors Isurance Trust Fund.
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Old-Age and Survivors Insrace BeMWUt PayMents
Old-Age Imugsms Duwlts

Se 20L (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 application 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, be.
ginning with the first month after August 1950 in which such indi-
vidual 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 insur-
ance benefit for any month shall be equal to his primary insurance
amount (as defined in section 915 (a)) for such month.

Wife% Inhurae Nadlta
(b) (1) The wife (as defined in section 216(b)) and every divorced

wife (as defined in section 216(d) ) of an individual entitled to old-age
or disability insurance benefits, if such wife or such divorced wife--

(A) has filed application for wife insurance benefits,
(B) has attained age 62 or (in the case of a wife) has in her

cars (individually or jointly with such individual) at the time of
filing such application a child entitled to a child's insurance bene-
fit 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-ago 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 such individual,

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

(E) she 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,

44-251; U-*53 0 - IS -.
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(I) in the cae of a wife who has not attained age no child
of such individual is entitled to a child's insurance benefit,

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

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

(9) Except u provided in subsection (q), such wife's insurance
benefit for each month shall be equal to one-half of the primary insur-
ance amount of her husband (or, in the case of a divorced wife, her
former husband) for such month.

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

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

to benefit. under suscton (d),
such divorced wife's entitlement to benefits under this subsection shall,
notwithsanding the provisions of paragraph (1) (but subject to sub.
section (s)), not be terminated by reason of such marriage; except
that, in the case of such a marriage to an individual entitled to bene-
fits under subsection (d), the preceding provisions of this paragmph
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 ceses to be so entitled by reason of his death.

Hu-benAs Imumnsasse Beits
(o) (1) The husband (as defined in setion 216(f)) of an individual

entitled to old-age or disability insurance benefits, if such husband-
(A) has filed application for husband's insuane benefits,
(B) hasattaned Age ,
(C) was receiving at least one-half of his support, as deter.

mined in accordance with regulations precribed by the Secre-
tary, 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 dis-
ability or after the month in which she became entitled to such
benefits, as the ase may be, or, if she did not have such a period,
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two years after the month in which she became entitled to such
benefit, and

(D) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on a
primary insurance amount which is less than one-half of the pri-
mary insurance amount of his wife.

shall be entitled to a husband's insurance benefit for each month,
beginning with the first month after August 1950 in which he be-
comes so entitled to such insurance benefits and ending with the month
preceding the month in which any of the following occurs: lhe dies,
his wife dies, 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 insuace amount
of his wife, or his wife is not entitled to disability insurance benefits
and is not entitled to old-age insurance benefits.

(2) The provisions of subparagraph (C) of paragrph (1) shall
(subject to subsection (s)) not be applicable in tho cam of any hus-
band who-w

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of age 69 in such prior month would have been entitled to,
benefits under subsction (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) in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and at-
tainment 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 annuity under section 5 of the Railroad Retirement Act
of 1987, as amended.

(3) Except as provided in subsection (q), such husband's insurance
benefit for each month shall be equal to one-half of the primary imur-
ance amount of his wife for such month.

Cal'. Insuraw BuIdts
(d) (1) Every child (as defined in section 216(e)) of an individual

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

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

(i) either had not attained the ago of 18 or was a full-time student
and had not attained the age of 2, or (ii) is under a disability (as
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defedin I action 928(d)) which began before he attained the
ageof 2, and(C) was dependent upon such individual-

(i) if such individual is living, at the time such application
wu filed,

(it) if such individual has died, at the time of such death,
o(ii) if such individual had a period of disability which

continued until he became entitled to old-age or disability
insurance benefto, or (if he has died) until the month of his
death, at the beginning of such period of disability or at the
time he became entitled to such benefits,

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

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

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

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

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

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

(G) if such child was under a disability (as so defined) at
the time he attained the age of 18, or if he was not under a dis-
ability (as so defined) at such time but was under a disability
(as so defined) at or prior to the time he attained (or would at-
tain) the age of 22, the third month following the month in which
he ceases to be under such disability or (if later) the earlier of-

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

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

Entitlement of any child to benefits under this subsection on the basis
of the wages and self-employment income of an individual entitled to
disability insurance benefits shall also end with the month before the
first month for which such individual is not entitled to such benefits
unless such individual is, for such later month, entitled to old-age in-

so
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surnce benefits or unle. he dies in such month. No payment under
this paragraph may be made to a child who would not meet the defini-
tion of disability In section 228(d) except for paragraph (1) (B)
thereof for ay month in which he engages in substa l gainful
activity.

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

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

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

(B) such child has been adopted by some other individual.
For purposes of this paragraph, a child deemed to be a child of a fully
or currently insured individual pursuant to section 916(h) (2) (B) or
section 216(h) (8) shall be deemed to be the legitimate child of such
individual.

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

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

(A) an individual entitled to benefits under subsection (a), (b),
(e), (f), (g), or (h) of this section or under section 228(a), or

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

such child's entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsec-
tion (s), not be terminated by reason of such marriage; except that,
in the case of such a manage to a male individual entitled to benefits
under section 228(a) or this subsection, the preceding provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such bene-
fits under section 228(a) or this subsection unless (i) he ceases to be
so entitled by reason of his death, or (ii) in the case of an individual
who was entitled to benefits under section 223(a), he is entitled, for
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the month following such I& month, to benefits under ubsetion (a)
of this secton

(6) A child whose entitlement to child's n benefits on the
basis of the wagsM and self-employment income of an insured ndi.
vidual terminated with the month preceding the month in which such
child attained the age of 18, or with a subsequent month, may a
become entitled to such benefits (provided no event specified in para
graph (1) (D) has occurred) beginning with the first mouth them
After in which hem-

(A) (i) is a full-time student or is under a disability (u defined
in section 2U(d)) and (il) had not attained the age of 22, or

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

but only if he has filed application for such reentitlemenV Such reen-titlment shall end with the mouth preceding whichever of the follow.
ing frt occurs:

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

(D) the earlier of (i) the first mouth during no part of which
he is a full-time student, or (ii) the mouth in which he attains the
age of 92 but only if he is not under a disability (as so defined)
in such earlier month; or

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

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

(ii) the month in which he attains the age of29&
(7) For the purposes of this subsection-

(A) A "full-time student" is an individual who is in full-time
attendance as a student at an educational institution, as deter-
mined by the Secretary (in accordance with regulations pre-
scribed by him) in the light of the standards and practices of the
institutions involved, except that no individual shall be considered
a "full-time student" if he is paid by his employer while attend-
ing an educational institution at the request, or pursuant to a re-
quirement, of his employer.

(B) Except to the extent provided in such regulations, an
individual shall be deemed to be a full-time student during any
period of nonattendance at an educational institution at which
he has been in full-time attendance if (i) such period is 4 calendar
months or less, and (ii) he shows to the satisfaction of the Secre-

a
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tazy that he intends to continue to be in full-tim. attendance at
an educational institution immediately following such period. An
individual who does not meet the requirement of clause (H) with
respect to such period of nonattendance shall be deemed to have
met such requirement (as of the begin of such period) if he
is in fullitime attendance at an educational institution immedi-
ately following such period.

(C) An "educational institution" is (I) a school or college or
university operated or directly supported by the United States,
or by any State or local government or political subdivision ther-
of, or (ii) a school or college or university which has been ap-
proved by a State or accredited by a Staterecognized o r
nationally-recognized accrediting agency or body, or (il) a non.
accredited school or college or university whose credits are wo-
cepted, on transfer, by not leas than three intution which are
so accredited, for credit on the same bask as if transferred from
an Institution so accredited.

(D) A child who attains age 2 at a time when he is a full-time
student (as defined in subparagraph (A) of this paragraph and
without the application of subparagraph (B) of such paragraph)
but has not (at such time) completed the requirements for, or
received, a degree from a four-year college or university shall be
deemed (for purposes of detemining whether his entitlezaient to
benefits under this subsection has terminated under paragraph
(1) (F) and for purposes of determining his initial entitlement
to such benefits under clause (I) of paragraph (1) (B)) not to
have attained such age until the first day of the first month fol-
lowing the end of the quarter or semter in which he is enrolled
at such time (or, if the educational institution (as defined in this
paragraph) in which he is enrolled is not operated on a quarter
or semester system, until the first day of the first month following
the completion of the course in which he is so enrolled or until
the first day of the third month beginning after such time, which-
ever first occurs).

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

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

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

a child of such individual adopted after such individual became en-
titled to such old-ap or disability insurance benefits shall be deemed
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no4 to meet the requirements of chlu (1) or (III) of pngraph (1)
(0) union such child-

(0) is the natural child or stepchild of such Individual (in.
eluding such a child who was legally adopted by such individual),
or

(D) (I) was legally adopted by such individual in an adoption
deCreed by a court of competent tursdiotion within the United

(il) wu living with such individual In the United Stas and
reviving at leat one-half of his support from such individual
(I) if he is an Individual referred to in subparagrph (A), for
the year immediately before the month in which such individual
became entitled to old-age nsunnce benefits or, if such individual
bad a period of disability which continued until he had become
entitled to old-age insunce benefifts the month in which such
period of disabllty began, or (11) if he is an Individual referred
to in subparagmph (B), for the year immediately before the
month in which began the period of disability of such individual
which still exists at the time of adoption (or, If such child was
adopted by such individual after such individual attained age 685,
the period of disability of such individual which existed in the
month preceding the month in which he attained age 65), or the
month In which such individual became entitled to disability
nmsranoe benefit, or (III) if he is an individual referred to in

either subparagraph (A) or subparagraph (B) and the child is
the grandchild of such individual or his or her spouse, for the year
immediately before the month in which such child files his or her
application for child's insurance benefits, and

(Il) had not attined the age of 18 bbfor he began living
with such individual.

In the case of a child who was born In the one-year period during
which such child must have been living with and receiving at least
one-half of his support from such individual, such child shall be
deemed to meet such requirements for such period if, as of the close
of such period, such child has lived with such individual in the United
States and received at least one-half of his support from such indi-
vidual for substantially all of the period which begins on the date of
birth of such child.

(9) (A) A child who is a child of an individual under clause (8)
of the first sentence of section 216(e) and is not a child of such indi-
vidual under clause (1) or (2) of such first sentence shall be deemed
not to be dependent on such individual at the time specified in sub.
paragraph (1) (0) of this subsection unless (I) such child was liv-
ing with such individual in the United States and receiving at least
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onehalf of his support from such Individual (I) for the yea 1mm,.
ditly before the month In which such individual became entitled to
old-age insurance benefit" or disability insurance bensfto or died, or
(II) if such Individual had a period of disability which continued
until he had become entitled to old-ap insurance benefits, or disability

s benefits, or died, for the year immediately before the month
in which such period of disability began, and (ii) the period during
which such child was living with such individual began before the
child attained age 18.

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

Widow's TUras Dadu s
(e) (1) The widow (as defined in section 916(o)) and every surviv-

ing divorced wife (as defined in section 216(d)) of an individual who
died a fMly insured individual, it such widow or such surviving di-
vorced wife--

(A.) is not married,
(B) (i) has attained age 60, or (ii) has attaine4 age 50 but has

not attained age 60 and is under a disability (as defined in mo-
tion 228(d)) which began before the end of the period specified
in paragraph (5),

(C) (i) has filed application for widow's insurance benefits, or
was entitled to wife's insurance benefits, on the basis of the
wages and self-employment income of such individual, or for
the month preceding the month in which he died, and (I) has
attained age 65 or (fl) is not entitled to benefits under subsection
(a) or section 2, or

(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother's insurance benefits for the month pro-
ceding 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 pri-
mary insurance amount of such deceased individual, shall be
entitled to a widow's insuace benefit for each month, begining
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

a
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(F) if se satisas subparagraph (B) by reman of clause (i)
thromf-.

(I) the fife mouth After he Waiting pwod (a defined in
paragraph (6)) in which dos becomes so entitled to such

u benefits, or
(ii) tfirs mouth during al of which she is under a dis.

ability and in which she becomes so entitled to such insurance
benefits, but only if seo was previously entitled to insurance
benefits under this sution on the basis of being under
disability and such &i mouth occurs (I) in the period
specified in paragraph (5) and (I1) after the month in
which a previous entitlement to such benefits on such basis

and ending with the month preeding the firt month in which any
of the following occurs: s remarri, dies, becomes entitled to an
old-age insurance benefit equal to or ezoeeding the primary insur-
ance amount of such deceased individual, or, if she became entitled to
such benefits before she attaiue age 60, the third month following the
month in which her disability ceases (unlesm se attains age 65 on or
before the la day of such third month).

(S) (A) Except as provided Insubection (q), paragraph (4) of this
subection, and subparagraph (B) of this paragraph, such widows
insurance benefit for each month sall be equal to the primary insur-
nce amount of such deceased individual.

(B) If the deceased individual (on the basis of whose wages and
self-employment income a widow or surviving divorced wife is en-
titled to widow's insurnce benefits under this subection) was, at any
time, entitled to an old-ag ce benefit which was reduced by
reason of the application of subston (q), the widows insurnce
benefit of such widow or surviving divorced wife for any month shall,
if the amount of the widow's insurance benefit of such widow or sur-
viving divorced wife (as determined under subpargralph (A) and
after application of sub on (q)) is greater than-

(i) the amount of the old-age insuran benefit to which such
deceased individual would have been entitled (after application
of subsction (q)) for such month if such individual were still
living, and

(ii) 82% percent of the primary insurance anw.nt of such de-
ceased individual,

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

(8) 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 scton, or
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(B) an individual who has attained the age of eighteen and is

entitled to benefits under subsecton (d),
such widow's or surviving divorced wife' entitlement to benefits under
this subection shall, notwithstanding the provisions of paragraph (1)
but subject to subsection (s), not be terminated by reason of such
marriage; except that, in the cae of such a mrriage to an individual

• entitled to benefits under subs6ton (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 bene-
fits under subection (d) unless h cem 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
(8)), such marriage shall, for purposes of paragraph (1), be deemed
not to have occurred; except that, notwithsading the provisions of
paragraph (9) and subsection (q), such widows insurance benefit
for the month in which such marriage occurs and each month there
after prior to the month in which the husband dies or such marriage is
otherwise terminated, shall be equal to one-half of the primary insur-
ance amount of the deceased individual on whose wages and self-
employment income such benefit is based;

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

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

(B) the last month for which she was entitled to mother's in-
surance 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 in.
surance benefits on the basis of such wages and self-employment
income terminated because her disability had ceased.

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

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

(A) throughout which she has been under a disability, and
(B) which begins not earlier than with whichever of the fol.

lowing is the later: (i) the first day of the seventeenth month
before the month in which her application is filed, or (ii) the first

In
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day of the Mfth month before the month In which the period

iied in paragraph (0) begins.
(T) bn the case of an individual entitled to monthly Innce

benefits payable under this section for any month prior to January
IM whose benefit were not determined under section 109(g) of
the Social Security Amendments of 197% such benefit shall not be

•..• redetermined pursuant to such section, but shall be inc pursuant
to any general beneft increase (as defined in r"ction 915(i) (8)) or any
increase in benefits made under or pursant to section 215(1), includ.
ing for this purpose the increase provided effective for March 1974s
asthoughsuch r termination had bn made.

W~~wsr's Ju uapDusis
(f) (1) The widower (as deW in section 216(g)) of an Individual

who died a fully isued individual, if such widower-
(A) has not &remAed,
(B) (I) has attined age 60, or (iH) has attained age 50 but has

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

(C) has filed application for widowers iurance benefits or
was entitled to husband's insrnc 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) hasat-
tained age 65 or (H) is not entitled to benefits under subsection
(a) or section M,

(D) (i) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secretary,
from such individual at the time of her death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which she died, at the time such period began or at the
time of her death, and filed proof of such support within two

lo years after the date of such death, or, if she had such a period of
disability, within two years after the month in which she filed
application with respect to such period of disability or two years
after the date of such death, a the cas may be, or (ii) was ro-
ceiving at leat one-half of his support, as determined in accord-
ance with regulations prescribed by the Secretary from such
individual at the time she became entitled to old-age or disability
insure benefits or, if such individual had a period of disability
which did not end prior to the month in which she became so
entitle 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
benefits- or, if she had such a period of disability, within two
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years after the month in which she filed application with respect
to such period of disability or two years after the month in which
sh became entitled to such benefits, u the cae may be,

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

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

(F) if he saisfies subparagraph (B) by reaon of claus. (i)
thereof, the fint* month in which he becomes so entitled to such
insurace benefits, or

(G) if he stisfies subparagraph (B) by reason of claus. (11)
thereof-

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

(HI) the first month during all of which he is under a dis-
ability and in which he becomes so entitled to such Insurance
benefits, but only if he was previously entitled to insurance
benefits under this subsction on the basis of being under a
disability and -h first month occurs (1) in the period
specified in paragraph (6) and (I1) after the month in
which a previous entitlement to such benefits on such basis

and ending with the month preceding the first month in which any of
the following occurs: he remarries, dies, or becomes entitled to an old-
age insurance benefit equal to or exceeding the primary insurance
amount of his deceased wife, or, if he became entitled to such benefits
before he attained age 60, the third month following tlh month
in which his disability ceases (unless he attains age 5 on or before
the last day of such third month).

(2) The provisions of subpargrph (D) of paragraph (1) shall
0 (subject to subsection (a)) not be applicable in the cae of any indi-

vidual who-
(A) in the month prior to the month of his marriage to such

individual was entitled to, or on application therefor and attain-
ment of age 61 in such prior month would have been entitled to,
benefits under this subeection or subsection (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
s-bect ion (d) ; or

(C) in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and
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attainment of the required age (if any), would have ben entitled
to, a widowers child's (af attainment of age 18), or paent's

nsa annuity under section 5 of the Railroad BrUmnent At
of 19, amended.

(5) (A) Except as provided In subsection (q), paragraph (5), of
This ulbsection, and subparagraph (B) of this paragraph, such wid-

ower's insurance benefit for exch month shall be equal to the primary
Insuran amount of his deosed wife

(B) If the deceased wife (on the buis of whom wages and self.
employment Income a widower is entitled to widower's insurance bew
fts under this subsection) was at any t entitled to an old-age
Isurnc benefit which was reduced by reason of the application of
suMbsetion (q), the widower's ins ce benefit of such widower for
any month ishll, if the amount of the widower's insurance benefit of
such widower (a detemined under subparagraph (A) and after Wp
plcatlo of subecton (q)) is greater than-

(i) the amount of the oldeage s benefit to which such
deceased wife would have been entitled (after application of sub.
section (q)) for such month if such wife were still living; and

(i) 8M pro of the primary insurance amount of such d-
cesd wife;

be reduced to the amount referred to In clause (i), or (if grear) the
amount referred to in clause (0i).

(4) In the cae of a widower who remnrrie.
(A) an individual entitled to benefits under subsection (b),

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

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

(5) If X widower, after attaining the age of 60, marries an in-
dividual (other than one decrbed in subparagraph (A) or (B) of
paragraph (4)), such marri l shall, for purposes of paragraph (1),
be deemed not to have occurred; excep& that, notwithstanding the pro-
visions of pargraph (8) 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 marriage
is otherwise terminated, shall be equal to one-half of the primary
insurance amount of the deoeamd individual on whose wages and self-
employment income such benftt"is based

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

(In is the l mtesth:rV7",(A) the mouth in which occurred the death of the fully Mn-
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smued individual referred to in paragraph (1) on whose wags
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 bs of such wages and self-employ-

ment 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), in the
cas 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 fol-

lowing is the later: (I) the first day of the seventeenth month
before the month In which his application is filed, or (ii) the
first day of the fifth month before the month in which the period
specified in paragraph (6) beginL

(8) In the cae of an individual entitled to monthly insurance
benefits payable under this section for any month prior to January
1978 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(1) (8)) or any
increase in benefits made under or pursuant to section 215(i), includ.
ing for this purpose the increase provided effective for March 1974,
as though such redetermination had been made.

MoUie Iusurasces D ta
(g) (1) The widow and every surviving divorcedLmother (as

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

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

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

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

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

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

daughter, or legally adopted child, and

4a
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(H) the benefits referred to in such subparegrph arn pay.

able on the basis of such individual's wages and self-emnploy-
meat icn

shall (subject to subsetion (a)) be entitled to a mother'es insurance
benefit for each month, beginning with the f* month after August
1950 in which she becomes so entitled to such Inmurance benefits and
ending with the month preceding the firt month in which any of the
following occurs: no child of such deceaad individual is entitled to a
child's insurance benefit, such widow or surviving divorced mother be-
comes entitled to en old.a insuac benefit equal to or ceding
three-fourths of the primary inmura amount of such deceased in-
dividual, she becomes entitled to at widow's insurnc benefit, she r-
marri or she dies Entitlement to such benefits shallso end, In the
case of a surviving divorced mother, with the month immediately pre-
eding the first month in which no son, daughter, or legally adopted

child of such surviving divorced mother is entitled to a child's insur-
ince benefit on the basis of the wag end self-employment income
of such deceased individual

(9) Such mother's insurance benefit for each month shall be equal
to thres-fourths of the primary insurance amount of such deceased
individuaL

(8) In the case of a widow or surviving divorced mother who mar-
rise-

(A) an individual entitled to benefits under subsection (a),
(f), or (h), or under section 28(a), or

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

the entitlement of such widow or surviving divorced mother to benefits
under this subsection shall, notwithstanding the provisons of para-
graph (1) but subject to ssection (s), not be terminated by reason
of such marrisge; except that, in the case of such a marriage to an
individual entitled to benefits under section 228(a) or subeection (d)
of this second, the preceding provisions of this paragraph shall not
apply with respect to benefits for months after the last month for
which such individual is entitled to such benefits under section 22(a)
or subsectio (d) of this section unless (I) he ceases to be so entitled
by reason of his death, or (iH) in the cae of an individual who was
entitled to benefit. under section 228 (a), he is entitled, for the month
following such last month, to benefits under subsection (a) of thissection.

PFaes Isuram BDmits
(h) (1) Every parent (as defined in this subsection) of an individual

who died a fully insured individual if such parent-
(A) has attained ags0
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(B) (0) was receiving at least one-half of his support from such
individual at the time of such individual's death or, if such indi-
vidual had a period of disability which did not end prior to the
mouth in which he died, at the time such period began or at the
time of such deth,and (ii) filed proof of such support within
two years after the dat of such death, or, if such individual had
such a period of disbility, within two year after the month in
which such individual filed application with respect to such period
of disability or two years after the date of such death, as the cam
may be

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

to olda-g insurnc benefits each of which is less than 82% per-
cent of the primary insurance amount of such demcad Individual
if the amount of the parent's in c benefit for sunh amount is
determinable under paragraph (B) (A) (or T5 percent of such
primary insure amount in any other cas), and

(E) has filed application for part's insurance b its,
shall be entitled to a pare•'s inuance benefit for each mouth begin.
ning with the first month after August 1950 in which such pent
becomes so entitled to such parent' insurance benefits and ending with
the month preceding the firs month in which any of the following
occurs: such parent die mrrie or becomes entitled to an old-ag
insurance benefit equal to or exceeding 82½ p of the primary
insurance amount of such deceased Individual if the amount of the
parent's insurance benefit for such month is determinable under pars-
graph (2) (A) (or 75 percent of such primary insuran amount in
any other cae).

(2) (A) Except as provided in sbp phs (B) and (C), such
parent's insurance benefit for each month shall be equal to 82% per-
cent of the primary insurance amount of such deceasd individual.

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

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

month on the basis of a deceased individual's wages and self-
employment income, and

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

the amount of the parent' insurance benefit of the parent referred to
in claus. (I) for the month referred to In such clause shall be deter.
mined under subparagraph (A) instead of subparagraph (B) and the

~'- amount of the parent' insurance benefit of a parent referred to in
clause (ii) for such month shall be equal to 150 percent of th primary
Ins eace amount of the deceased individual minus the amount (be.
fore the application of section 208(a)) of the benefit for such month
of the parent referred to in clause (I).

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

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

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

entitled to benefits under subection (d),
such parent's entitlement to benets under this subsection shall, not-
withstanding the provisions of para ph (1) but subject to subsec-
tion(s), not be terminated by reason of such marriage; except that,
in the can of such a marriage to a male individual entitled to bene-
fits under subsection (d), the preceding provisions of this pargrph
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) unvl he ceue to be so entitled by reason of his death.

Lumnp-Sm DAt Payments
(I) Upon the death, after August 1950, of an individual who died a

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

(1) if all or part of the burial expenses of such insured indi-
vidual which are incurred by or through a funeral home or fun-
eral homes remains unpaid, to such funeral home or funeral homes
to the extent of such unpaid expense ' but 6n1j if (A) any per-
son who assumed the responsibility for the payment of all or
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any part of such burial expenses files an application, prior to the
expiration of two year after the date of death of such insured
individual, requesting that such payment be made to such fumal
home or funeral homes, or (B) at least 90 das hve elapsed after
the date of death of such insured individual and prior to the a-
ptration of such 90 days no person has assumed responsibility for
the payment of any such burial expenses;

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

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

(4) if any pat of the amount payable under this subeton
remains after payments have been made pursuant to clauses (1),
(2), and (8), to any person or persons, equitably entitled thereto,
to the extent and in the proportions that he or they shall have paid
other expenses in connection with the burial of such insured indi-
vidual, in the following order of priority: (A) expenses of open-
ing and closing the grave of such insured individual, (B) expenses
of providing the burial plot of such insured individual, and (C)
any remain expe in connection with the burial of such
insured individual

No payment (except a payment authorized pursuant to clause (1) (A)
of the preceding sentence) shall be made to any person under this sub-
section unless application therefor shall have been filed, by or on be-
half of such person (whether or not legally competent), prior to the
expiration of two years after the date of death of such insured indi-
vidual, or unless such person was entitled to wife's or husband's insur-
ance benefits, on the basis of the wages and self-employment income
of such insured individual, for the month preceding the month in which
such individual died. In the case of any individual who died out-
side the forty-eight States and the District of Columbia after Decem.
ber 1958 and before January 1, 1957, whose death occurred while he
was in the active military or naval service of the United States, and
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who s returned to any of such Stat. the District of Columbia,
laka, Hawaii, the Commonwealth of Puerto Mcoo the Virgin Is-

lad Guam, or American Samoa for interment or reinterment, the
provisions of the precedg sentence shall not prevent payment to
any pem under the second sentence of this subection if application

• for a lump-sum death payment with resp to such deMad in.
• dividual is filed by or on behalf of .uch person (whether or not legally

competent) prior to the expiration of two years after the date of such
interment or reinterment. In the cas of any individual who died out.
side the fifty States and the District of Columbia after December
1958 while he was performing service, as a member of a uniformed
srvic to which the provisions of section 210(1) (1) an applicable,
and who is returned to any State or to any Territory or po aeion of
the United State., for interment or reinterment, the provisions of the
third sentence of this subsection shall not prevent payment to any
person under the second sentence of this subsction if application for a
lump-sum death payment with respect to such deceased individual is
filed by or on behalf of such permn (whether or not legally competent)
prior to the expiration of two years after the date of such interment or
reinemen~t.

Apputisa for Methi ImuRars Smts
(Q) (1) An individual who would have been entitled to a benefit

under msbsecton (a), (b), (c), (d), (e), (f), (g), or (h) for any
month after August 1950 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 that may 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 require-
ments for such benefits shall be deemed a valid application only if the
applicant satisfies the requirements for such benefits before the Secre-
tary makes a final decision on the application. If upon final decision
by the Secretart, or decision upon judicial remvw thereof, such appli-
cant is found to satisfy such requirements, the application shall be
deemed to have been filed in such first month.

(8) Notwithstanding the provisions of paragraph (1), an individual
may, at his option, waive entitlement to any benefit referred to in para-
graph (1) for any one or more consecutive months (beginning with
the earliest month for which such individual would otherwise be en-
titled to such benefit) which occur before the mouth in which such
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individual files application for uch benefit; and, in such case, such
Individual shall not be cnsided - 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 paragm ph (1),bereducedtoesem

"515UatltSSU5 E.Utlsmst te Dmdts

(k) (1) A child, entitled to child's Insuranc benefits on the basis
of the wages and self.employment income of an insured individual,
who would be entitled, on l application, to child's i bene-
fits on the basis of the wages and self-employment income of some
other insured individual, shall be deemed entitled, subject to the pro-
visions of paragmph (2) hereof, to child's insurance benefits on the
basis of the wages and self-employment income of such other individ-
ual if an application for child's insurance benefits on the buis of the
wages and self-employment income of such other individual has been
filed by any other child who would, on filing application, be entitled
to child's insumnce benefits on the basis of the wages and self-employ-
ment income of both such insured individusk

(2) (A) Any child who under the preceding provisions of this eo-
tion is entitled for any mouth to child's i-surac benefits on the wages
and self-employment income of more than one insured individual shall,
notwithstanding such provisions, be entitled to only one of such child's
insurance benefits for such month. Such child's insurance benefits for
such month shaUl be the benefit based on the wages and self-employ-
ment income of the insured individual who has the greatest primary
insurance amount except that such child's insurance benefits for such
month shall be the largest benefit to which such child could be entitled
under subsection (d) (without the application of section 208(a)) or
susection (m) if entitlement to such benefit would not, with respect
to any person, result in a benefit lower (after the application of section
208(a)) than the benefit which would be applicable if such child were

~,• entitled on the wages and self-employment income of the individual
with the greatest primary insurance amount. Where more than one
child is entitled to child's insurance benefit. pursuant to the preceding
provisions of this paragraph, each such child who is entitled on the
wages and self-employment income of the same insured individuals
shall be entitled on the wages and self-employment income of the same
such insured individual.

(B) Any individual (other than an individual to whom subsection
(e) (4) or (f) (5) applies) who, under the preceding provisions of
this section and under the provisions of section 228, is entitled for any
month to more than one monthly insunce benefit (other than old-age
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or disability insursumc benefit) under this title shall be entitled to only
one such monthly benefit for such month, such benefit to be the large
of the monthly benefits to which he (but for this subpargrph (B))
would otherwise ba entitled for such month. Any individual who is
entitled for any mouth to more than one widow's or widower's inauro
sacs benefit to which sAbection (e)(4) or (f) (5) applies shall be en.

- titled to only one such eet for such months such benefit to be the
largest of such benefit

(8) (A) If an individual is entitled to an old-age or disability In-
suransn benefit for any month and to any other monthly insurance
benefit for such month, such other insurance benefit for such month,
after any reduction under subsection (q), subsection (e) (B) or (f)
(8), and any reduction under section 908(a), shall be reduced, but not
below sero, by an amount equal to such old-age or disability insurance
benefit (after reduction under such subsection (q)).

(B) If an individual is entitled for any month to a widow's or
widower' insurance benefit to which subsection () (4) or (f) (5)
applies and to any other monthly insurance benefit under section M03
(other than an old-age insurance benefit), such other insurance beie-
fit for such month, after any reduction under subparagraph (A), any
reduction under subsction (q), and any reduction under section 203
(a), shall be reduced, but not below zero, by an amount equal to such
widow%, or widower's insurance benefit after any reduction or reduc-
tions under such subparagraph (A) and such section 08(a ).

(4) Any individual who, under this section and section 228, is en-
titled for any month to both an old-age insurance benefit and a dis-
ability insurance benefit under this title shall be entitled to only the
arger of such benefits for such month, except that, if such individual

so elects, he shall instead be entitled to only the smaller of such bene-
fits for such month.

aUattlmeat to Survives limits Unde Ralrad Rtiw t Act
(1) If any person would be entitled, upon filing application there

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

MiKim"u fuvlvW's DMeIts
(m) (1) In any case in which an individual is entitled to a monthly

benefit under this section on the bask of the wages and self-employ-
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meant income of a deausd individual for any month and no other
person is (without the application of seuection- (j (1)) esnt to$
monthly benmft under this section for uch month on thd bis of such
wage and eslf-employmat in ob individuals benefit amount
for such month, prior to reduction under subsction (k)(8), sall
be not l.m than the fAit amount appearing In column IV of the table

- in (or deemed to be in) section 915(s) eept as provided in para.
graph (9).

(9) In the cae of any such individual who is entitled to a monthly
benefit under subsection (e) or (f), such Individuals benefit amount
a reduction und sub"section (q) (1), sa be not hm than-

(A) SKUo, if his As month of entitlement to such benefit is
the month in which such individual attained age 09 or a sbs.
quent month, or

(B) BU5O reduced under ms action (q)(1) as if retirent
agea pecified In u on (q) (6) (A) (ii) w age 9 Intead
of the Age specified in suM ction (q) (0), if his fint month of en.
titlement to such benefit is before the month in which he attained
Age6L

(8) In the cae of any Individual whom benefit amount was come
puted (or recomputed) under the provisions of paarMah (9) and
such individual was entitled to benefits under Sub scion (e) or (f) for
a month prior to any month after 179 for which a general benefit in.
cram under this title (as defined in setion 915(1) (8)) or a benefit
incem under setion 215(1) becomes effective, the benefit amount of
such individual as computed under paragraph (9) without regard to
the reduction qeified in subparagraph (B) thereof sll be increased
by the percentage increan applicable for such benefit increae prior
tothe application of subsetion (q)(1) pumuntto pugrph (9)(B)
and sbeton (q) (4).

Tsmlaa o diesdt Upw Dasrttm ria•ry Dme '
(n) (1) If any individual is (after the date of enactment of this sub.

mstion) deported under paragrph (1), (9), (4), (5), (6), (7), (10),
(11), (19), (14), (15), (16), (17), or (18) of section 941(a) of the
Immigraon and Nationality Act, then, notwithstadin any other
provsioMs of this title-

(A) no monthly benefit under thi setion or section 998 shall be
paid to such individual, on the basis of his wages and self-employ.
ment income, for any month occurring (I) after the month in
which the Secretary is notified by the Attorney Genewl that such
individual has been so deported, and (ii) before the month In
which such Individual is thereaft lawfully admittd to the
United Staes for permanent residence.

0
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(B) if no bum& could be pald to suob Individual (or it no

be 1, could be pai to him It he were alive) for any month by
ream of ubpagraph (A), no monthly bmft under this setion
sh be paid, on the basis of his wages and elf-tmploymet in.
com for msuh mouth to any otherrpeson who is not a c of
the United Stot and is outside the United States for any pad of
suchmo and

(0) no lump-sum death payment shall be made on the basis of
such Individual's wages and self-enployment Incom If he dies
(I) in or after the month in which such notic is received, and
(HI) before the month In which he Is t fter lawfully admitted
to the United States for pemanent ridence.

Section 90W (b), (o), and (d) of this Act sh"l not apply with respect
to any such individual for any month for which no monthly benefit
may be paid to him by reason of this pamrgraph

(9) As soon as practicable after the deportati o of any individual
under any of the pMgrphs of section 941(a) of the Immigration
and Nationality Act enumerated In paragraph (1) in this subection,
the Attorney Gmn l shall notify the Secretary of such deportation.

ApJestle f•t r Sdues of Membm &W ftw Members . the
Usirme Sdrileus

(o) In the can of any Individual who would be entitled to benefits
under subsection (d), (e), (g), or (h), upon filing proper application
therfor, the f with the Administrator of Veterans' Afti by
or on behalf of such individual of an application for such benefit., on
the form described in scton 8005 of title 88, United States Code,
shall satisfy the requirement of such subsection (d), (e), (g), or (h)
that an application for such benefits be filed.

JAtss of Perid for -lqn Prf ot sad Appflos for Lwm4k=

DVat PAmet
(p) In any case in which there is a failus--

(1) to file proof of support under subparagraph (C) of sub-
setion (c) (1), clause (I) or (ii) of subparagraph (D) of sub-
section (f) (1), or subparagraph (B) of subsection (h) (1), or
under clause (B) of subsection (f) (1) of this motion as in effect
prior to the, Social Security Act Amendments of 1950, within
the period prescribed by such subparagraph or claus, or

(2) to file, in the case of a death after 1948, application for a
lump-sum death payment under subsection (i), or under subsection
(g) of this section u in effect prior to the Social Security Act
Amendments of 190, within the period prescribed by such sub-setono,
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any such proof or application, as the cam 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 them
was good caus for failure to file such proof or application within
such period. The determination of what constitutes good cause for
purposes of this sub shall be made in accordance with regular.
tions of the Seretary.

biustlon of Bndt Amoumt for C*rta
(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 is
a month before the month in which such individual attains retirement
agev, the amount of such benefit for such month and for any subse.
quent month shall, subject to the succeeding paragraphs of this sub.
action, be reduced by-

(A) % of 1 percent of such amount if such benefit is an old.
age insurance benefit,2%, of percent of such amount if such
benefit is a wife's or husband's insurance benefit, or 1%o of I per-
cent of such amount if such benefit is a widow's or widower's
Insurn benefit, multiplied by,--

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

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

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

(C) 4%4o of 1 percent of the amount of such benefit, multiplied
by-

(D) (i) the number of months in the additional reduction
period for such benefit (determined under paragraph (6) (B) ), if
such benefit is for a month before the month in which such indi-
vidual attains age 62, or

(ii) if less, the number of months in the additional adjusted
reduction period for such benefit (determined under paragraph
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(?)), 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 numth after a month for which such individual was entitled to an
old.ago insurance benefit, such disability insurance benefit for each
month shall be reduced by the amount such old-age insurance benefit

4• would be reduced under paragrapls (1) and (4) for such months had
such individual attained age 65 in the fit-t month for which he most
recently became entitled to a disability insurance benefit.

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

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

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

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

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

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

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

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

(ii) the amount by which such wife's, husband's, .widow's, or
widower's insurance benefit would be reduced under paragraph
(1) for such month if it were equal to the excess of such wife's,
husband's, widow's, or widower's insurance benefit (before re-
duction under this subsection) over such disability insurance
benefit (before reduction under this subsection).

a
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(D) For any month for which such individual is entitled nei

to an old-age insurance benefit nor to a disability insurance benefit,
such individual's wifo', husba d' widow's, or widower's insurance
benefit "al be reduced by the amount by which it would be reduced
under paragraph (1).

(E) If the first month for which an individual is entitled to an old-
age insurance benefit (whether such first month occurs before, with,
or after the month in which such individual attains the age of 65) is
a month for which such individual is also (or would, but for sub.
action (e) (1) in the cae 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 en.
titled for a month before she or he attained retirement &g then
such old-age insurance benefit shall be reduced by whichever of the
following is the larger:

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

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

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

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

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
under paragraph (1) if the period specified in paragraph (6) (A)
ended with the month before the month in which she or he at-
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tained age U and (nI) the amount by which such dis ility insur-
acm benefit would be reduced under paragraph (9) if it were

-equal to the exces of such disability iumrance benefit (before
reduction under this subsection) over such widow's or widower's
insurance benefit (before reduction under this subsection).

(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 such individual attains the age of 6U) 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 cam of a widower, be) entitled to a widow's or widower's in-
surance benefit, then such disability insurance benefit for each month
shall be reduced by the amount such widow's insurance benefit would
be reduced under paragraphs (1) and (4) for such month as if the
period specified in paragraph (6) (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 be-
came entitled to a disability insurance benefit.

(H) Notwithstanding subparagraph (A) of this paragraph, if the
first month for which an individual is entitled to a widow's or widow-
ers insurance benefit is a month for which such individual is also en-
titled to an old-age insurance benefit to which such individual was
first entitled 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 insur-
ance benefit shall be determined under paragraph (1).

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

duction under paragraph (1) or (8) 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,

t.hen the amount of the reduction of such benefit for each month shall
4 be computed separately (under paragraph (1) or (8), whichever ap-

plies) 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 in-
creased) for each such increase. For purposes of determining the
amount of the reduction under paragraph (1) or (8) in any such in-
crease, 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.

(5) (A) No wife's insurance benefit shall be reduced under this sub-
section-

54



55 Sec& 202(q

(i) for any month before o firt month for which them 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 any month in which she has in her care (individually
or jointly with the person on whom wages and lf-employment
income her wife's insurance benefit is based) a child of such person
entitled to child's insurance benefits*

(B) Any certificate described in subparagraph (A) (I) shall be ef.
fective for purposes of this subsection (and for purposes of preventing
deductions under section 208(c) (2))--

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

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

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

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

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

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

husband's, widow's, or widower's insurance benefit is the period-
Sbeginning-

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

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

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

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

(B) the "additional reduction period" for an individual's
widow's, or widower's insace 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 individual's 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 addi-
tional reduction period prescribed by paragraph (6) (B) for such
benefit, excluding front each such period-

(A) any month in which such benefit was subject to deduc-
tions under section 203 (b), 20 (c) (1), 203(d) (1) , or 222(b),

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

(C) in the case of wife's or husband's insurance benefits, any
month for which such individual was not entitled to such bene-
fits because the spouse on whose wages and self-employment in-
come such benefits were based ceased to be under a disability,

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

(E) in the case of widow's or widower's insurance benefits, any
month before the month in which she or he attained age 62, and
also for any later month before the month in which he attained re-
tirement age, for which she or he was not entitled to such bene-
fit because of 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 (3) is not a multi-
ple of $0.10, it shall be reduced to the next lower multiple of $0.10.
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(r) (1) If the fint month for which an individual is entitled to an
old-age insurance benefit i. a month before the month in which such
individual attains age 65, and if such individual is eligible for a wife's
or husband's insurance benefit for su-h first month, such individual
shall be deemed to have filed an application in such month for wife's
or husband's insurance benefits.

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

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

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

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

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

and (q) (7) of this section and paragraphs (2), (8), and (4) of sec-
tion 203(c), a child who is entitled to child's insurance benefits under
subsection (d) for any month, and who has attained the age of 18 but
is not in such month under a disability (as defined in section 223(d))
shall be deemed not entitled to such benefits for such month, unless
he was under such a disability in the third month before such month.

(2) Subsection (f)(4), and so much of subsections (b)(8),
(d) (5), (e) (8), (g) (8), and (h) (4), of this section as precedes the
semicolon, shall not apply in the cas of any child unless such child, at
the time of the marriage referred to therein, was under a disability
(as defined in section 228(d)) or had been under such a disability
in the third month before the month in which such marriage occurred.

(8) Subsections (c) (2) (B) and (f) (2) (B) of this section, so much
of subsections (b) (8), (d) (5), (e) (8), (g) (8), and (h) (4) of this
section as follows the smicolon, the last sentence of subsection (c) of
section 208, subsection (f) (1) (C) of section 203, and subsections
(b) (3) (B), (c) (6) (B), (f) (8) (B), and (g) (6) (B) of section 216
shall not apply in the case of any child with respect to any month

ff 8re.Z0(s)
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referred to therein unless in such month or the third month prior
thereto such child was under a disability (as defined in section
228(d)).

Suspmslssot Bosdts ot Alme Who Ard Outside tdo United States
(t)(1) Notwithstanding any other provision of this title, no

" monthly benefits shall be paid under this section or under section 223
to any individual who is not a citizen or national of the United States
for any month which is-

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

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

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

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

(A) periodic benefits, or the actuarial equivalent thereof, are
paid on account of old-age, retirement, or death, and

(B) individuals who are citizens of the United States but not
citizens of such foreign country and who qualify for such benefits
ae permitted to receive such benefits or the actuarial equivalent
thereof while outside such foreign country without regard to
the duration of the absence.

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

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

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

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

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

So' -
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(D) the individual on whose wages and self-employment in.
come such benefit is bued died, before such month, either (i)
while on active duty or inactive duty training (as tho terms are
defined in section 210(1), (2) and (8) as a member of a uniformed
service (as defined in section 210(m)), or (i1) as the result of a
disea or injury which the Administrator of Veterans' Affairs
determines was incurred or aggravated in line of duty while on
active duty (as defined in section 210(1) (2)), or an Injury which
he determines was incurred or aggravated in line of duty while
on inactive duty training (u defined in section 210(1) (8)), as
a member of a uniformed service (as defined in section 210(m)),
if the Administrator determines that such individual was dis-
charged or released from the period of such active duty or in-
active duty training under conditions other than dishonorable,
and if the Administrator certifies to the Secretary his determins-
tions with respect to such individual under this clause, or

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

except that subparagraphs (A) and (B) of this paragraph shall not
apply in the case of any individual who is a citizen of a foreign
country that has in effect a social insurance or pension system which
is of general application in such country and which satisfies subpars-
graph (A) but not subparagraph (B) of paragraph (2), or who is
a citizen of a foreign country that has no social insurance or pension
system of general application if at any time within five years prior
to the month in which the Social Security Amendments of 1967 are
enacted (or the first month thereafter for which his benefits are sub-
ject to suspension under paragraph (1)) payments to individuals re-
siding in such country were withheld by the Treasury Department
under the first section of the Act of October 9,1940 (81 U.S.C. 128).

(5) No person who is, or upon application would be, entitled to a
monthly benefit under this section for December 1956 shall be de-
prived, by reason of paragraph (1), of such benefit or any other bene-
fit based on the wages and self-employment income of the individual
on whose wages and self-employment income such monthly benefit for
December 1956 is based.

(6) If an individual is outside the United States when he dies and
no benefit may, by reason of paragraph (1) or (10) be paid to him for
the month preceding the month in which he dies, no lump-sum death
payment may be made on the basis of such individual's wages and self-
employment income.
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(7) Subsection (b), (c), and (d) of section 0 shalt not apply
with respect to any individual for any mouth for which no monthly
benefit my be paid to him by reason of paragraph (1) of this sub*
section.

(8) The Attorney General shall certify to the Secretary such infor.
mation regarding aliens who depart from the United States to any
foreign country (other than a foreign country which is territorially
continguous to the continental United States) as may be necemary to
enable the Secretary to carry out the purposes of this subsection and
shall otherwise aid, asist, and cooperate with the Secretary in obtain-
ing such other information as may be necessary to enable the Secretary
to carry out the purposes of this subsection.

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

(10) Notwithstanding any other provision of this title, no monthly
benefits shall be paid under this section or under section 228, for any
month beginning after June 80, 1968, to an individual who is not a
citizen or national of the United States and who resides during such
month in a foreign country if payments for such mouth to individuals
residing in such country are withheld by the Treasury Departments
under the first section of the Act of October 9,1940 (81 U.S.C. 128).

Effect of Conviction of Subversive Aetivitie, etc.
(u) (1) If any individual is convicted of any offense (committed

after the date of the enactment of this subsection) under-
(A) chapter 8T, (relating to espionage and censorship), chapter

105 (relating to sabotage), or chapter 115 (relating to treason,
sedition, and subversive activities) of title 18 of the United Stas
Code, or

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

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

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

W,
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(D) any net earnings front self-employment derived by such

individual or by any other individual during a taxable year in
which such conviction occurs or during any prior taxable year.

(2) As soon as practicable after an additional penalty has, pursuant
to paragraph (1), been imposed with respect to any individual, the
Attorney General shall notify the Secretary of such imposition.

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

Walver of susets
(v) Notwithstanding any other provisions of this title, in the case

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

Increase in Old-Age Insurance Benefit 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 insur-
once benefit (other than a benefit based on a primary insurance amount
determined under section 215 (a) (8)) 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
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(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
agrm and

(B) with respect to which.-
(i) such individual was a fully insured individual (as

defined in section 214(a)), and
(ii) such individual either was not entitled to an old-age

insurance benefit or suffered deductions under section 208 (b)
or 208(c) in amounts equal to the amount of such benefit

(8) For purposes of applying the provisions of paragraph (1), a
determination shall be made under paragraph (2) for each year, begin-
ning with 1972, of the total number of 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-ago
insurance benefits beginning with benefits for January of the year fol-
lowing the year for which such determination is made; except that
the total number applicable in the case of an individual who attains
age 72 ifter 1972 shall be determined through the month before the
month in which he attains such age and shall be applicable to his old-
age insurance benefit beginning with the month in which he attains
such age.

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

(5) If an individual's primary insurance amount is determined
under paragraph (8) of section 215(a) and, as a result of this sub-
section, he would be entitled to a higher old-age insurance benefit if
his primary insurance amount were determined under section 215(a)
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 Benefts

Maximum enefits

Sec. 203. (a) Whenever the to&.al monthly benefits to which indi-
viduals are entitled under sections 202 and 228 for a month on the
basis of the wages and self-employment income of an insured indi-
vidual 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--
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(1) when any of such individuals so entitled would (but for
the provisions of section 202(k)(S)(A)) be entitled to child's
insurance benefits on the basis of the wages and self-employment
income of one or more other insured individual such total of
benefits shall not be reduced to less than the smaller of: (A) the
sum of the maximum amounts of benefits payable on the basis of
the wages and self-employment income of all such insured indi-
viduals, or (B) the last figure in column V of the table appearing
in section 215(a), or

(B) when two or more persons were entitled (without the ap-
plication of section 02(j) (1) and section 223(b) to monthly
benefits under section 202 or 223 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 leas than the largest of-

(A) the amount determined under this subsection without
regard to this paragraph,

(B) 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
self-employment income, or

(C) if any persons ire 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 ths title (as defed in section
215(1) (8)) or a benefit increase under the provisions of sec-
tion 215(i), and 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 (includ-
ing this subsection, but without the application of section
2(b), section 202(q), and subsections (b), (c), and (d) of
this section), for each such person for such month, by a per-
centage equal to the percentage of the increase provided under
such benefit increase (with any such increased amount which
is not a multiple of $0.10 being rounded to the next higher
multiple of $0.10);

but in any such case (i) paragraph (1) of this subsection shall not
be applied to such total of benefits after the application of sub-
paragraph (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

a
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to apply for a month after such month, the provisions of sub.
paragrph (B) or (0) shall be applied, for and after the month
in which section M02(k) (9) (A) ceases to apply, as though para-
graph (1) had not been applicable to such total of benefits for the
last mouth for which subparagraph (B) or (C) was applicable, or

(8) when any of such individuals is entitled to monthly bene.
~ fits as a divorced wife under section 20M(b) or as a surviving di.

vorced wife under section 202(e) for any month, the benefit to
which she is entitled on the basis of the wages and self-employ-
ment 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 deter-
mined 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 dis-
ability 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),

(4) notwithstanding 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-em-
ployment income of an insured individual and (for such par-
ticular 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 in-
creased 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 de-
termined 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

04
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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 application of the other provisions of this subsecion and
section 202(q)) than the total of monthly benefits (after the applica-
tion of the other provisions of this subsection and section 202(q))
payable on the basis of such wages and self-employment income for

Cow such particular month, or
(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) (8) and such primary insurance
amount does not appear in column TV 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 1979.

Deductions on Account of Work

(b) Deductions, in amounts and at such time or times as the Secre-
tary shall determine, shall be made from any payment or payments
under this title to which an individual is entitled, and from any pay.
meant or payments to which any other perons are entitled on the basis
of such individual's wages and self-employment income, until the total
of such deductions equals--

(1) such individual's benefit or benefits under section 202 for
any month, and

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

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

"• of this subsection and subsection (f)-
(A) an individual shall be deemed to be entitled to payments

under section W20 equal to the amount of the benefit or benefits to
which he is entitled under such section after the application of
subt•on (a) of this section, but without thi application of the
penultimate sentence thereof; and

(B) if a deduction is made with respect to an individual's
benefit or benefit. under section 290 because of the occurence in
any month of an event specified in subsection (c) or (d) of this
section or in section 222(b), such individual shall not be consid-
ered to be entitled to any benefits under such section 202 for such
month.

Deductions on Account of Noneored Work Outside the United States or
Failure To MiY. Child in Care

(c) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's benefits or benefit under
section 202 for any month-

(1) in which such individual is under the age of seventy-two
and on seven or more different calendar days of which he engaged
in noncovered remunerative activity outside the United States; or

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

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

(4) in which such a' individual, if a surviving divorced mother
entitled to a mother's insurance benefit, did not have in her care a
child of her deceased former husband who (A) is her son, daugh-
ter, or legally adopted child and (B) is entitled to a child's in-
surance benefit on the basis of the wages and self.employment
income of her deceaed- former hubsand,
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For purposes of paragphs (2), (8), and (4) of this subsection, a
child shall not be considered to be entitled to a child's insurance benefit
for any month in which paragraph (1) of section 20M(s) applies or an
event specified in sections 2(b) occurs with respect to such child.
Subject to paragraph (8) of such section M20(s), no deductions shall
be made under this subsection from any child's Insurance benefit for
the month in which the child entitled to such benefit attained the age
of eighteen or any subsequent month; nor shall any deduction be
made under this subsection from any widow's insurance benefits for
any month in which the widow or surviving divorced wife is entitled
and has not attained age 65 (but only if she became so entitled
prior to attaining age 60), or from any widower's insurance benefit for
any month in which the widower is entitled and has not attained age
65 (but only if he became so entitled prior to attaining age 60).

Deductions From Dependents' Benefits on Account of Non.
covered Work Outside the United States by Old.Age Insurance
Beneficiary

(d) (1) Deductions shall be made from any wife's husband's, or
child's insurance benefit, based on the wages and self-employment
income of an individual entitled to old-age insurance benefits, to which
* a wife, divorced wife, husband, or child is entitled, until the total of
such deduction equals such wife's, husband's, or child's insurance
benefit or benefits under section 202 for any month in which such
individual is under the age of seventy-two and on seven or more
different calendar days of which he engaged in noncovered remunera-
tive activity outside the United States.

(2) Deductions shall be made from any child's insurance ben'.fit to
which a child who has attained the age of eighteen is entitled, or from
any mother's insurance benefit to which a person is entitled, until the
total of such deductions equals such child's insurance benefit or bene-
fits or mother', insurance benefit or benefits under section 202 for any
month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to old-age insur-
ance benefits and on seven or more different calendar days of which
such individual engaged In oncovered remuneratiyo activity outside
the United States.

.......... Occre of Mro Tha One &vat .

(e) If more than one of the events specified in subsections (c) and
(d) and section M22(b) occurs in any one month which would occasion
deductions equal to a benefit for such month, only an amount equal
to such benefit shah be deducted,

a
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(f) For purposes of subsecion (b)-
(1) The amount of an individual's excess earnings (as defit-A

In paragraph (8)) shall be changed to months as follows: Ther
shall be charged to the first month of such taxable year an amount
of his excess earnings equal to the sum of the payments to which
he and all other persons are entitled for such month under section
202 on the basis of his wages and self-employment income (or the
total of his excess earnings if such excess earnings are less titan
such sum), and the balance, if any, of such excess earnings shall
be charged to each succeeding month in such.'ear to the extent, in
the case of each such month, of the sum of the payments to which
such individual and all other persons are entitled for such month
wider 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), (e), 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.
Notwithstanding the preceding provisions of this paragraph, but
subject to sectiow•i 206(), nopart oi tle excess eariiifgs of an in-'
dividual shall be charged to any month (A) for which such indi-
vidual was not entitled to a benefit tinder this title, (B) in which
such individual was ago 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 in-
surance benefits and has not attained age 65 (but only if he became
so entitled prior to attaining age 60), or (B) in which such
individual did not engage in self-employment and did not render
services for wages (determined as provided in paragraph (15) of-
this subsection) of more than $200 or the exempt amount as do-
torminedjunder pirmgraph (8).'

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

(8) For purposes of paragraph (1) and subsection (h), an in.
dividual's excess earnings for a taxable year shall be 50 per centum

'$210 for 19Tb; $230 for 1iT0.
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of his earnings for such year in ex•e of the product of $20 or
the exempt amount as determined under paragraph (8),' multi.
plied by the number of months in such year, except that, in deter.
mining an individual's excess earnings for the taxable year in
which he attains age 79, there shall be excluded any earnings of
such individual for the month In which he attains such age and
any subsequent month (with any net earnings or net los from
self-employment In such year being prorated in an equitable
manner under regulations of the Secretary). The excess earn-
ings 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 (B) of paragraph (1)--
(A) An individual will be presumed, with respect to any

month, to have been engaged in self-employment in such
month until it is shown to the satisfaction of the Secretary
that such individual rendered no substantial services in such
month with respect to any trade or business the net Income or
loss of which is includible in computing (as provided in
paragraph (5) of this subsection) his not earnings or net
loss from self-employment for any taxable year. The Secre.
tary shall by regulations prescribe the methods and criteria
for determining whether or not an individual has rendered
substantial services with respect to any trade or business,

(B) An individual will be presumed, with respect to any
month, to have rendered services for wages (determined as
provided in paragraph (5) of this subsection) of more than
$2 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 earnings for a taxable year shall be
(i) the sum of his wages for servicQe rendered in such year and
his net earnings from self-employment for such year, minus (ii)
any net loss from self-employment for such year.

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

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

(ii) an individual's net loss from self-employment for any
taxable year is the excess of the deductions (plus his distribu-
tive share of loss described in sections 702(a) (9) of the In-

£ $210 for 19150 $230 for 1976.
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ternal Revenue Code of 1954) taken into account under clause
(i) over the gross income (plus his distributive share of in.
come 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 by the individual as an
employee or performed outside the United States in the active
military or naval service of the United States, shall be deemed to
be employment as so defined if the remuneration for such services
is not includible in computing his net earnings or net loss from
self-employment.

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

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

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

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

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

(7) Where an individual's excess earnings are charged to it
month and the excess earnings so charged are less than the total of
the payments (without regard to such charging) to which all per-
sons are entitled under section 20 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 proporlion that the benefit to which each of
them is entitled (without regard to such charging, without the
appjication of section 202(k) (3), and prior to the application of
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ctiou W8 (a))bears to tie total of the benefits to which all of
them are entitled.
4 (8) (A) Whenever tho secretary pursuant to section 215 (1)

increases benefits effective with the month of June following a
cost-of-living computation quarter he shall also determine and
publish in the Federal Register on or before November 1 of the
calendar year in which such quarter occurs a new exempt amount
which shall be effective (unless such new exempt amount is pre-
vented from becoming effective by subparagraph (C) of this para-
graph) with respect to any individual's taxable year which 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 tie benefit increase is effective,
with respect to such Individual's taxable year which ends, upon
his death, during such year) *

(B) The exempt amount for each month of a particular tax.
able year shall be whichever of the following is the larger-

(i) the exempt amount which was in effect with respect to
months in the taxable year in which the determination under
subparagraph (A) was made, or

(ii) the product of the exempt amount described in clause
(i) and the ratio of (I) the average of the taxable wages of
all employees as reported to the Secretary for the first calen.
dar quarter of the calendar year in which the determination
under subparagraph (A) was made to (II) the average of
the taxable wages of all employees as reported to the Secre.
tary for the first calendar quarter of 1973, or, if later, the
first calendar quarter of 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 next higher 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 cas

Whenever the Secretary determines that tie exempt amount is to be
increased in any year wider this paragraph, he shall notify the House
Committee on Ways and Means and the Senate Committee on Finance
within 30 days after the close of the base quarter (as defined in section
215 (i) (1) (A)) in such year of the estimated amount of such increase,
indicating the new exempt amount, the actuarial estimates of the
effect of the increase, and the actuarial assumptions and methodology

S used in preparing such estimates.
(C) Notwithstanding the determination of a new exempt

amount by the Secretary under subparagraph (A) (and notwith-

$210 for 1976; $230 for 1976.
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standing any publication thereof under such subparagraph or any
notification thereof under the last sentence of subparagraph (B)),
such now exempt amount shall not take effect pursuant thereto if
during the calendar year in which such determination is made a
law Increasing the exempt amount is enacted.

Penalty for aiMlure to Report Ceraln Events
(g) Any individual in receipt of benefits subject to deduction under

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

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

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

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

except that the number of additional deductions required by this sub-
section shall not exceed the number of months in the period for which
there is a failure to report. As used in this subsection, the term "period
for which there is a failure to report" with respect to any individual
means the period for which sueh individual received and accepted in.
surance benefits under section 202 without making a timely report and
for which deductions are required under subsection (c).

Report of Earninp to Secretary
(h) (1) (A) If an individual is entitled to any monthly insurance

benefit under section 202 during any taxable year in which he has
earnings or wages, as computed pursuant to paragraph (5) of subsec-
tion (f), in excess of the product of $200 or the exempt amount as
determined under subsection (f) (8)1 times the number of months

FPO" in such year, such individual (or the individual who is in receipt of
' $210 tot 1970; 8230 for 1970.
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such benefit on his behalf) shall make a report to the Secretary of
his earnings (or wages) for such taxable year. Such report shall
be made on or before the fifteenth day of the fourth month following
the close of such year, and shall contain such informatioA and be made
in such manner a the Secretary may by regulations precribe. Such
report need not be made for any taxable year (I) beginning with or
after the month in which such Individual attained the age of
79, or (I1) if benefit payments for all months (in such taxable year)
in which such individual is under age 79 have been suspended under
the provisions of the first sentence of paragraph (8) 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.

(B) If the benefit payments of an individual have been suspended
for all months in any taxable year under the provisions of the first
sentence of paragraph (8) of this subsection, no benefit payments shall
be made to such individual for any such month in such taxable year
after the expiration of the period of three years, three months, and
fifteen days following the close of such taxable year unless within
such period the individual, or some other person entitled to benefits
under this title on the basis of the same wages and self-employment
income, files with the Secretary information showing that a benefit
for such month is payable tosuch individual.

(2) If an individual fails to make a report required under para-
graph (1), within the time prescribed by or in accordance with such
paragraph, for any taxable year and any deduction is imposed under
subsection (b) by reason of his earnings for such year, he shall suffer
additional deductions as follows:

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

(B) if such failure is the second one for which an additional
deduction is imposed under this paragraph, such additional de-
duction shall be equal to two times his benefit or benefits for the
last month of such year for which he was entitled to a benefit
under section 2,02;
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(C) if such flur I t third or asu uet one for which
an additional deduction is imposed under this paragraph, such
additional deduction shall be equal to three times his benefit or
benefits for the last month of such year for which he was entitled
to a benefit under section g0al

except that the number of the additional deductions required by this
~ paragraph with respect to a failure to report earnings for a taxable

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

(8) If the Secretary determines, on the basis of information ob-
tained by or submitted to him, that it may reasonably be expected
that an individual entitled to benefits under section 202 for any tax-
able year will suffer deductions imposed under subsection (b) by
reason of his earnings for such year, the Secretary may, before the
close of such taxable year, suspend the total or leos than the total
payment for each month in such year (or for only such months as the
Secretary may specify) of the benefits payable on the basis of such
individual's wages and self-employment income; and such suspension
shall remain in effect with respect to the benefits for any month until
the Secretary has determined whether or not any deduction is imposed
for such month under subsection (b). The Secretary is authorized,
before the close of the taxable year of an individual entitled to benefits
during such year, to request of such individual that he make, at such
time or times as the Secretary may specify, a declaration of his
estimated earnings for the taxable year and that he furnish to the
Secretary such other information with respect to such earnings as the
Secretary may specify. A failure by such individual to comply with
any such request shall in itself constitute justification for a deter-
mnination under this paragraph that it may reasonably be expected
that the individual will suffer deductions imposed under subsection
(b) by mason of his earnings for such year. If, after the close of a
taxable year of an individual entitled to benefits under section 202
for such year, the Secretary requests such individual to furnish a
report of his earnings (as computed pursuant to paragraph (5) of
subsection (f)) for such taxable year or any other information with
respect to such earnings which the Secretary may specify, and the
individual fails to comply with such request, such failure shall in
itself constitute justification for a determination that such individuals
benefits are subject to deductions under subsection (b) for each month

'/4
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in such taxable year (or only for such months thereof as the Secretry
may specify) by reason of his earnings for such year.

Clrcumstana Under Whi Deduetms ad Reduts not Required
(i) In the case of any individual, deductions by reaon of the provi-

sions of subsection (b), (c), (g), or (h) of this section, or the provi-
sions of section M2(b), s notwithstanding such provisions, be

- made from the benefit to which such individual is entitled only to the
extent that such deductions reduce the total amount which would oth-
erwise be paid, on the basis of the same wages and self-employment
income, to such individual and the other Individuals living in the
same household.

Attaiment of Age Seveuty-two
(j) For the purposes of this section, an individual shall be con-

sidered as seventy-two years of age during the entire month in which
he attains such age

Noneovred Remunerative Activit Outside the United States
(k) An individual shall be considered to be engaged In noncovered

remunerative activity outside the United States if he performs serv-
ices outside the United States as an employee and such services do
not constitute employment as defined in section 210 and are not per-
formed in the active military or naval service of the United States, or
if he carries on a trade or business outside the United Statesu(other
than the performance of service as an employee) the net Income or
loss of which (1) is not includible in computing his net earnings from
self-employment for a taxable year and (2) would not be excluded
from net earnings from self-employment, if carried on in the United
States, by any of the numbered paragraphs of section 211(a). When
used in the preceding sentence with respect to a trade or business
(other than the performance of service as an employee), the term
"United States" does not include the Commonwealth of Puerto Rico,
the Virgin Islands, Guam, or American Samoa in the case of an alien

v• who is not a resident of the United States (including the Common-
wealth of Puerto Riep, the Virgin Islands, (Guam, and American Sa-
moa) and the term "trade or business" shall have the samoemeaning
as when used in Section 162 of the Internal Revenue Code of 1954.

Good Cause for Failure To Make Reports Bequired

(1) The failure of an individual to make any report required by sub-
section (g) or (hi) (1) (A) within the time prescribed therein shall not
be regarded as such a failure if it is shown to the satisfaction of the
Secretary that he had good cause for failing to make such report
within such time. The determination of what constitutes good cause

44-21?; 46-424 0 # 7$ - 0
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for purposes of this subsetion shall be made in accordance with regu.
lations of the secretary.

Overpayent sand Underpayments

Sec, 204. (a) Whenever the Secretary finds that more or leow than
the correct amount of payment has bean made to any person under

, this title, proper adjustment or recovery shall be made, under regu-
lations prescribed by the Secretary, as follows:

(1) With respect to payment to a person of more than the correct
amount, the Secretary shall decrease any payment under this title
to which such overpaid person is entitled, or shall require such over-
paid person or his estate to refund the amount in excess of the correct
amount, or shall decreaw any payment under this title payable to his
estate or to any other person on the basis of the wages and self-employ-
ment income which were the basis of the payments to such overpaid
person, or shall apply any combination of the foregoing. A payment
made under this title on the basis of an erroneous report of death by
the Department of Defense of an individual in the line of duty while
he is a member of the uniformed services (as defined in section 210
(m)) on active duty (as defined in section 210(l)) shall not be con-
sidered an incorrect payment for any month prior to the month such
Department notifies the Secretary that such individual is alive.

(2) With respect to payment to a person loes than the correct
amount, the Secretary shall make payment of the balance of the
amount due such underpaid person, or, if such person dies before
payments are completed or before negotiating one or more checks
representing correct payments, disposition of the amount due shall be
made in accordance with subsection (d).

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

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

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

(1) to tile person, if any, who is determined by the Secretary
to be the surviving spouse of the deceased individual and who
either (i) was living in the same household with the deceased at
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the time of his death or (H) was, for the month in which the
decae individual died, entitled to a monthly benefit on the basis
of the suna wages and self-employment income as was the de-
ceased individual i.4 (9) If there is no person who meets the requirements of para.

'graph (1), or if the person wh6 meetW such requirements dies
before the payment due him under this title is completed, to the
child or children, if any, of the deceased individual who were, for
the month in which the deceased individual died, entitled to
monthly benefits on the basis of the same wages and self-employ-
mont income as was the doeed individual (and, in case there
is mom than one such child, In equal parts to each such child) ;

(8) if there Is no person who meets the requirements of paro-
graph (1) or (B), or if each person who meets such requirements
dies before the payment duo him under this title is completed,
to the parent or parents, if any, of the deceased individual who
were, for the month in which the deceased individual died, en.
titled to monthly benefits on the basis of the same wages and self-
employment income as was the deceased individual (and, in case
there is more than one such parent, in equal parts to each such
parent);

(4) If there is no person who meets the requirements of para-
graph (1), (2), or (8), or if each person who meets such require-
monts dies before the payment due him under this title is com-
pletd to the person, if any, determined by the Secretary to be
the surviving spouse of the deceaeed individual;

(5) if there is no person who meets the requirements of para-
graph (1), (2), (8), or (4), or if each person who meets such
requirements dies before the payment due him under this title Is
completed, to the person or persons, if any, determined by the
Secretary to be the child or children of the deceased individual
(and, in cas them is more than one such child, in we"al parts to
each such child);

(6) if there is no person who meets the requirements of pars-
graph (1), (2),(8), (4), or (5), or if each person who meets such
requirements dies before the payment due him under this title
is completed, to the parent or parents, if anyj of the deceased in-
dividual (and, in cas there is more than one such parent, in equal
parts to each such parent); or

(7) if there is no person who meets the requirements of para-
graph (1), (2), (8), (4), (5), or (6), or if each person who meets
such requirements dies before the payment due him under this
title is completed, to the legal representative of the estate of the
deceased individual, if any.

ff



Evidenm Procedure, and Certiicaton for Pa oent

Sec, 205L (a) The Secretary shall have full power and authority to
make rules and regulations and to establish procedures, not inconsist-
eat with the provisions of this title, which are necessary or appropri-
ate to carry out such provisions, and shall adopt reasonable and

,- proper rules and regulations to regulate and provide for the nature
and extent of the proofs and evidence and the method of taking and
furnishing the same in order to establish the right to benefits here-
under*

(b) The Secretary is directed to make findings of fact, and decisions
as to the rights of any individual applying for a payment under this
title. Upon requesli any such individual or upon request by a wife,
divorced wife, widow, surviving divorced wife, surviving divorced
mother, husband, widower, child, or parent who makes a showing in
writing that his or her rights may be prejudiced by any decision the
Secretary has rendered, he shall give such applicant and such other
individual reasonable notice and opportunity for a hearing with re-
spect to such decision, and, if a hearing is held, shall, on the basis of
evidence adduced at the hearing, affirm, modify, or reverse his findings
of fact and such decision. "Any such request with respect to such a de.
cision must be filed within such period after such decision as may be
prescribed in regulations of the Secretary, except that the period so
prescribed may not be less than six months after notice of such de-
cision is mailed to the individual making such request, The Secretary
is further authorized, on his own motion, to hold such hearings and to
conduct such investigations and other proceedings as he may deem
necessary or proper for the administration of this title. In the course
of any hearing, investigation, or other proceeding, he may administer
oaths and affirmations, examine witnesses, and receive evidence. Bvi-
dence may be received at any hearing before the Secretary even
though mdminmi blP, •un -I•j of evidence applicable to court
procedure.

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

respect to wages and a taxable year (as defined in section 211 (e))
when used with respect to self-employment income.

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

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

(2) (A) On the basis of information obtained by or submitted to the
Secretary, and after such-verification thereof as he deems necessary,

___. the Secretary shall establish and maintain records of the amounts of
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wages paid to; and the amounts of self-employment income derived
by, each individual and of the periods in which such wages were paid
and such income was derived and, upon request, shall inform any in-
dividual or his survivor, or the legal representative of such individual
or his e of the amounts of wages and self-employment income of
such individual and the periods during which such wages were paid

<and such income wa derived, as shown by such records at the time of
such reques.L

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

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

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

(III) to any other individual when it appears that he could
have been but was not assigned an account number under the pro-
visions of subclauses (i) or (II) but only after such investiga-
tion as is necessary to establish to the satisfaction of the Secretary,
the identity of such individual, the fact that an account number
has not already been awp t~qidvdap
such Individual is a citizen or a noncitizen who is not, because of
his alien status, prohibited from engaging in employment;

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

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

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

(ii) The Secretary shall require of applicants for social security
account numbers such evidence as may be necessary to establish the age,
citizenship, or alien staus, and true identity of such applicants, and to
determine which (if amy) social security account number has previ-
ously been assigned to 4ch individual.

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

(8) The Secretary's record shall be evidence fot the purpose of pro.
ceedings before the Secretary or any court of the amounts- of wages

. paid to, and self-employment income derived by, an individual and of
. the periods 14 which such wages were paid and such income was de-

rived. The absence of an entry in such records as to wages alleged to
have been paid to, or as to self-employment income alleged to have
been derived by, an individual in any period shall be evidence that
no such alleged wages were paid to, or that no such alleged income was
derived by, such individual during such period.

(4) Prior to the expiration of the time limitation following any
year the Secretary may, ifit is brought to his attention that any entry

_-of wages orvel•e•.ppoyment income in his records for such year is
erroneous or that any item of wages or self-employment income for
such year has been omitted ftom, such records, correct such entry or
include such omitted item in his records, as the case may be. After the
expiration of the time limitation following any year--

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

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

(C) the absence of an entry in the Secretary's records sto the6
self-employment income alleged to have been derived by an indi-
vidual in such year shall be conclusive for the purpose of this
title that no such alleged self-employment income wias derived
by such individual in such year unless it is shown that he filed '
taxCreturn of his self-employment income for such year before
the expiration of the time limitation following such year, in which
case the Secretary shall incude in his records the self-employ-
ment income of such individual for such year.

(5) After the expiration of the time limitation following any year
in which wages were paid or alleged to have been paid to, or self-
employment income was derived or alleged to have been derived by, an
individual, the Secretary may change or delete any entry with respect
to wages or self-employment income in his records of such year for
~such~ndiyAdjmiqr, include in~ his records of such Z~ar for such indi-

so
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vidual any omitted item of wages or pelf-employment inmue but
only-*

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

(B) if. within the time limitation following such year an in.
dividual or his survivor makes a request for a change or deletion,
or for an inclusion of an omitted item, and alleges in writing that
the Secretary's records of the wages paid to, or the self-employ-
ment income derived by, such individual in such year are in one or
more respects erroneous; except that no such change, deletion, or
inclur.w n may be made pursuant to this subparagraph after a final
decision upon such request. Written notice of the Secretary's do.
cision on any such request shatl-ijvein ti the iidlifuaif wh..
made the request;

(C) to correct errors apparent on the face of such records;
(D) to transfer items to records of the Railroad Retirement

Board if such items were credited, under this title when they
should have been credited, under the Railroad Retiremeqt Act, or
to, enter itonur transferred- by th" Railroad Retiremenv Board.
which have been credited under the Railroad Retirement Act when
they should have been credited under this title;

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

(M) to conform his records to--.
(I) tax returns or portions thereof (including information

returns and other writt statements) filed with the Commis-
soner inteal venueuderf title VII ofVthe Social
Security Act, under subchapter E of chapter I or subchapter
A of chapter 9 of the Internal Revenue Code of 1989, under
chapter 2 or 21 of the Internal Revenue Code of 1954, or
under regulations made undei' authority of such title, sul-
chapter, or chapter;

(ii) wage reports filed by a State pursuant to an agree.
ment under section 218 or regulations of the Secretary, there.
under; or

(iii) assessments of amounts due wdier an agreement pur-
suant to section 218, if such assessments are made within the
period specified in subsection, (q) of suce .stion, or a!ow1-
ances of credits or refunds of overpayments by a State under
an agreement pursuant to such section;

except that no amount of self-employment income of an individ.

K!
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ual for any taxable year (if such return or statement was filed
after the expiratgon of the tim a -i mttion following the taxable
year) shall be included in the Secretary's records pursuant to this
subparagraph; .

(0) to correct errors made in the allocation, to individuals or
periods, of wages or self-employment income entered in the rec-
ords of the Secretary;

(H) to include wages paid during any period in such year to
an individual by an employer if there is an absence of an entry
in the Secretary's records of wages having been paid by such
employer to such individual in such period;

(I) to enter items which constitute remuneration for employ-
ment inder subsection-(o), such entries to-be in accordance with
certified reports of records made by the Railroad Retirement
Board pursuant to section 5(k) (8) of the Railroad Retirement
Act of 1987; or

(J) to include self-employment income for any taxable year,
up to, but not in excess of$ the amount 6f wages deleted by the,
Secretary as payments erroneously included in such records as
wages paid to such individual, if such income (or net earnings
from self.employment), not already Included in such records as
self-employment income, is included in a return or statement (re-
ferred to in subparagraph (F)) filed before the expiration of the
time limitation following the taxable year in which such deletion
of wages is made.

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

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

(2) Upon request in writing (within such period, after any change
or refusal of a request for a change of, his records pursuant to this
subsection, as the Secretary- may prescribe), opportunity for hearing
with respect to such change or refusal shallJhe ffordeto any iodivid,
ual named therein, or by registered mail or by certified mail the-
Secretary-shall make-findings of- fact and a decision baed upon the
evidence adduced at such hearing and shpll include any omitted items,
or change or delete any entry, in his records as may be required by such

.. findings and decision.
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abe by cmmecin.a civil action in the United Sta$ e distrid court
as provided in suioection

(d)- For the purpose o any hearing, investigation, or other pro-
ceeding authorized or directed under t title, or relative to any
other mattr within his jurisdiction hereunder, the Secretary shall

" l~have power to issue subpenas requiring the attendance and testmony
Sof witnesses and the production of any evidence that relates to any

matter under investigation or in question before the Secretary. Such
attendance of witnesses and production of evidence at the designated
place of such hearing, investigation, or other proceeding may be re-
quired from any place in the United States or in any Territory or
possession thereof. Subpoenas of the Secretary shall be served by any-
one authorized by him (1) by delivering a copy thereof to the individ.
ual named therein, or (2) by registered mail or by certified mail ad-
dressed to such individual at his last dwelling place or principal place
of business. A verified return by the Individual so serving the subpens
s forth &0the manner of o in, or, in thb cenof service by reg-
istered mail or by certified mail, the return post-office receipt therefor
signed by the individual so served, shall be proof of service. Witnesses
so subpoenaed shall be paid the same fees and mileage as are paid wit-
nese in the district courts of the United States.

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

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

after a hearing to which he was k party) irrespective of the amount
in controversy, may obtain a review of such decision by a civil action
commenced within sixty days after the mailing to him of notice of
such decision or within such further time as the Secretary may allow.
Such action shall be brought in the district court of the United States
for the judicial district in which the plaintiff resides, or has his princi-
pal place of business, or, if he does not reside or have his principal
place of business within any such judicial district, in the District Court
of the United States for the District of Columbia. As part of his an-
swer the Secretary shall file a certified copy of the transcript of the
record including the evidence upon which-the findings and decision

. complained-of- are-basedi The court shall-have power to enter upon,

a soct X6S(9)
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the pleadings andtranscript of the record, a judgment affirming, modi-
fying, or reversing the decision of the Secretary, with or without
remanding the case for a rehearing. The findings of the Secretary as
to any fact, if supported by substantial evidence, shall be conclusive,
and where a claim has been denied by the Secretary or a decision is
rendered under subsection (b) hereof which is adverse to an individual
who was a party to the hearing before the Secretary, because of failure
of theclainmant or such individual to submit proof in conformity with
any regulation prescribed under subsection (a) hereof, the court shall
review only -the question of conformity with such regulations and the
validity of such regulations. The court shall, on motion of the Secre-
tary made before he files his answer, remand the case to the Secretary
for further action by the Secretary, and may1 at any time, on good,.
cause shown, order additional evidence to be taken before the Secre-
tary, and the Secretary shall, after the case is remanded, and after
hearing such additional evidence it so ordered, modify or affirm his
findings of fact or his decision, or both, and shall file with the courtany-sucli additional and modified-findings of fact and decision, and
astiMqrpt of the additional record and testimony upon which his ac-
tion in modifying or affirming was based. Such additional or modified
findings of fact and decision shall be reviewable only to the extent
provided for review of the original findings of fact and decision. The
judgment of the court shall be final except that it shall be subject to
review in the same manner as a judgment in other civil actions. Any
action instituted in accordance with this subsection shall survive not-
withstanding any change in the person occupying the office of Secre-
tary or any vacancy in such office.

(h) The findings and decision of the Secretary after a hearing shall
-be binding-upon-all-individuals..who wereparties~to such hearing] N ..

findings of bact or decision of the Secretary shall be reviewed by any
- person, tribunal, or governmental agency except as herein provided.

No- action againstuthe United States, the Secretary; or any officer or
employee thereof shall be brought-under Section 24 of the Judicial
Code of the United States to recover on any claim arising under this
title.

(i)Upon flial decision of the Secretary, or upon final judgment of
any court of competent jurisdiction, that any person is entitled to any
payment or, payments under this title, the Secretary shall certify to
the Managing Trustee the name and address of the person so entitled
to receive such payment or payments, the amount of such payment or
payments, and the time at which such payment or payments should
be made, and the Managing Trustee, through the Fiscal Service of the
Treasury Department, and prior to any action thereon by the General
Accounting Office, shall make paymentin accordance with the certifl-.
cation of the Secretary (except that in the case of (A) an individual
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who will have completed ton years of service creditablepunder the Rail.
road Retirement Act of 1987 or the Railroad Retirement Act of 1974,
(B) the wife or husband of such an individual, (C) any survivor of
such an individual if such survivor is entitled, or could upon applica-
tion become entitled, to an annunity under section 9 of the Railroad
Retirement Act of 1974, and (D) any other person entitled to benefits

~ under section 202 of this Act on the basis of the wages and self-employ-
•• mont income of such an individual (except a survivor of such an indi-

vidual whore such individual did not have a current connection with
the railroad industry, as defined in the Railroad Retirement Act of
1974, at the time of his death), such certification shall be-mado tofthe-
Railroad Retirement Board which shall provide for such paMent or
payments to such person oni behlf of the Maniaging t In accord".
ance with the provisions of the Railroad Retirement Act of 1974):
Provided, That where a review of the Secretary's decision is or may
be sought under subsection (g) the Secretary may withhold certifica.
tion of pay-ment pending such review. The UManaging Trustee shall
not be* held personally liable for any payment or payments made in
accordance with a certification by the Secretary.

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

(k) Any payment made after December 81, 1939, under conditions
set forth in subsection (j), any payment made before January 1,1940,
to, or on behalf of, a legally incompetent individual, and any payment

-madeý- iftW Deembei l-19$9•t-o a legally incomlpetent-individuai.
without knowledge by the Secretary of incompetency prior to certifi-
cation of payment, if otherwise valid under this title, shall-be a com-
plete settlement and satisfaction of any claim, right, or interest in and
to such payment.

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

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

Trustee any two or more individuals of the same family for joint pay-
meait of the total benefits payable to such individuals for any month,
and If oni Of such individuals dies before a check representing such

so
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joint payment is negotiated, payment of the amount of such unnegoti-
ated check to the surviving individual or individuals may be author-
ized in accordance with regulations of the Secretary of the Treasury;
except that appropriate adjustment or recovery shall be made under
section W4(a) with respect to sO much of the amount of such check as
exceeds the amount to which such surviving individual or individuals
are entitled under this title for such month.

C- rOdtig of Comeisatlon Under the Rilomad Retirement Act
(o) If there is no person who would be entitled, upon application

therefor, to an annuity under section 2 of the Railroad Retirement Act
of 1974, or to a lump-sumnpayment undet sectiow 6(b) of such Act,
with respect to the death of an employee (as defined in such Act),
then, notwithstanding section 210(a) (9) of this Act, compensation
(as defined in such Railroad Retirement Act, but excluding com-
pensation attributable as having been paid during any month on
.....cnot of military servicecreditable under section 3(i) of such Act.
if wages ar deemed to have been paid to such employee during such
month under subsection (a) or (e) of section 217 of this Act) of such'
employee shall constitute remuneration for employment for purposes

- of determining (A)- entitlement to and the amount of any lump-sum
death payment under this title on the basis of such employee's wages
and self-employment income and (B) entitlement to and the amount
of any monthly benefit under this title, for the month in which such
employee died or for any month thereafter, on the basis of such wages
and self-employment income For such purposes, compensation (as so
defined) paid in a calendar year shall, in the absence of evidence to the
contrary, be presumed to have been paid in equal, proportions with

--- irspect tW all months in the year in which 'the employee rendered serve-
ices for such compensation.

Seci Rules In Caso of Federal Servie

(p) (1) With respect to service included as employment under sec-
tion 210 which is performed in the employ of the United States or in
the employ of any instrumentality which is wholly owned by the .
United States, including service, performed as a member of a uni-
formed service, to which the provisions of subsection (1) (1) of sucls
section are applicable, and including service, performed as a volunteer

or-. V99 r leader within the meaning of the' Peace Corps Act, to
which the provisions of section 210(o) are applicable, the Secrtary
shall not make determinations as to whether an individual has per-
formed such service, the periods of such service, the amounts of re-
muneration for such service which constitute wages under the provi-
sions of section 209, or the periods in which or for.which-such-wagesa_

so
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wore paid, but shall accept the determinations with respect thereto of
the head of the appropriate Federal agency or instrumentality, and
of such agents as such head may desimnte as evidenced by returns
filed in accordance with the provisions of section 8122 of the Internal
Revenue Code of 1964 and certifications made pursuant to this sub-
section. Such determinations shall be final and conclusive.

S (2) The head of any such agency or instruimetality is authorized
and directed, upon written request of the Secretary, to make certifict-
tion to him with respect to any matter determinable for the Secretary
by such head or his agents under this subsection, which the Secretary
finds necessary in adminilering this title.

(8) The provisions of paragraphs (1) and (2) shall be applicable in
the case of service performed by a civilian employee, not compensted
from funds appropriated by the Congreu, in the Army and Air Force
Exchange Service, Army and Air Force Motion Picture Service, Navy
Exchanges, Marine Corps ExchangeM or other activities, conducted by

um lnsruwAntality of the United States subject to the jurisdiction of
the Secretary of Defense, at installations of the Department of Defense
for the comfort, pleasure, contentment, and mental and physical im-
provement of personnel of such Department; and for purposes of
paragraphs (1) and (2) the Secretary of Defense shall be deemed to
be* the head of such instrumentality. The provisions of paragraphs
(1) and (2), shall be applicable also in the case of service performed
by a civilian employee, not compensated from funds appropriated by
the Congress, in the Coast Guard Exchanges or other activities, cone
ducted by an instrumentality of the United Stptes subject to the juris-
diction of the Secretary of the Treasury, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental and physical ,
improvement of personnel of th loast Guard; and foOpurposes of
paragraphs (1) and (2) the Secretary of the Treasury shall be deemed
to be the head of such instrumentality.

•a •*Expedited Deadt Paymets.

, (q) (1) The Secretary shall establish and put into effect procedures
under- which expedited paymentof monthly insurance benefits under
this title will, subject to paragraph (4) of this subsection, be made as
set forth in paragraphs (9) and (8) of this subeection.

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

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

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

. in, thmcaee of- anindividual-who received- a-regula• ...
monthly benefit in the month preceding the month with re-

a
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spect to which such alleUtion is made, not leas than 80 days
after the 15th day of the month with respect to which such
allegation is made (and in the event that such request is sub-
mitted prior to the expiration of such 80day period, it shall
be deemed to have been submitted upon the expiration of
such period), and

(ii) in any other case, not less than 90 days after the later
of (I) the date on which such benefit is alleged to have been
due, or (1I) the date on which such individual furnished the
laWt information requested by the Secretary (and such written
request will be deemed to be filed on the day on which it was
filed or the ninetieth day after the first day on which the
Secretary has evidence that such allegation is true, which-
ever is later),

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

(8) In any case in which the Secretary determines that there is
evidence, although additional evidence might be required for a final
decision, that an allegation described in paragraph (2) (A) is true, he
may make a preliminary certification of such benefit for payment even
though the 80-day or 90-day periods described in paragraph (2) (B)
(i) and (B) (ii) have not elapsed.

(4) Any payment made pursuant to a certification under paragraph
(8) of this subsection shall not be considered an incorrect payment for
purposes of determining the liability of the certifying or disbursing
o~eer.

'(5) Po4 purposes of -thi" ubsectioinibenefits payable under section
22$ shall be treated as monthly insurance benefits payable under this
title. However, this subsection shall not apply with respect to any
benefit for which a check has been negotiated, or with respect to any
benefit alleged to be due under either sectioin223, or section 202 to a
wife, husband, or child of an individual entitled to or applying for
benefits under section 28,, or to a child who has attained age 18 and
is under a disability, or to a widow or widower on the basis of being-under a disability.

Representation of Claimants

Sec. 206L (a) The Secretary may prescribe rules and regulations
governing the recognition of agents or other persons, other than at-
torneys as hereinafter provided, representing claimants before the
Secretary, and may require of such agents or other persons, before
e geet shall show-

So- 2WOww"
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thau they are of good character and in good repute, p of the
necessary qualifications to enable them to render such claimants valu-
able service, and otherwise competent to advise and assist such claim.
ants in the presentation of their cases. An attorney in good standing
who is admitted to practice before the highest court of the State, Terri-
tory, District, or insular possession of his residence or before the Su-

.• preme Court of the United States or the inferior Federal courts, shall
' be entitled to represent claimants before the Secretary. The Secretary

may, after due notice and opportunity for hearing, suspend or pro-
hibit from further practice before him any such persons agent, or
attorney who refuses to comply with the Secretary's rules and regula-
tions or who violates any provision of this section for which a penalty
is prescribed, The Secretary may, by rule and regulation, prescribe
the maximum fees which may be charged for services performed in
connection with any claim before the Secretary under this title, and
any agreement in violation of such rules and regulations shall be
void. Whenever the Secretary, in any claim before him for benefits
under this title, makes a Jetermination favorable to the claimant, he
shallt, if the claimant was represented by an attorney In connection
with such claim fix (in accordance with the regulations prescribed
pursuant to the preceding sentence) a reasonable fee to compensate
such attorney for the services performed by him in connection with
such claim. If, as a result of such determination, such claimant is en-
titled to past-due benefits under this title, the Secretary shall, notwith.
standing section 205(1), certify for payment (out of such past-due
benefits) to such attorney an amount equal to whichever of the follow.
ing is the smaller: (A) 25 per centum of the total amount of such past-
duo beuiefits, (B) the amount of the attorney's fee so fixed, or (C) the
amount, agreed upon-between thwelaimant and suwli attorney aatho fe.
for such attorney's services, Any person who shall, with Intent, to de-
fraud, in any manner willfully and knowingly deceive, mislead, or
threateinih-a-iiimant or prospective claimant or beneficiary under
this title by word, circular, letter, or advertisement, or who shall

.,, •k•_ nglytpargq or collect divqecly _w jndirtly any, fetin eXeeM of,
"• the maximum fee, or make any agreement directly or indirectly to

charge or collect any fee in excess of the max*mun fee, prescribed by
the Secretary shall be deemed guilty of a misdemeanor and, upon con-
viction thereof, shall for each offense be punished by a fine not exceed-
ing $600 or by imprisonment not exceeding. one year, or both.

(b) (1), Whenever a court renders a judgment favorable to a claim-
ant under this title who was represented before the court by an at-
torney, the court may determine and allow as part of its judgment a
reasonable fee for such representation, not in excess of 25 percent of

--- the-total of the-past-duebenefite-to- which the-claimantientitled-by ----

06
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reason of such judgment, and the Secretary may, notwithstanding the
provisions of section 205(i), certify the amount of such fee for pay"
Ment to such attorney out of, and not in addition to, the amount of
such past-due benefits. In case of any such judgment, no other fee may
be payable or certified for payment for such representation except as
provided in this paragraph.

(2) Any attorney who charges, demands, receives, or collects for
services rendered in connection with proceedings before a court to
which paragraph (1) is applicable any amount in excess of that al-
lowed by the court thereunder shall be guilty of a misdemeanor and
upon conviction thereof shall be subject to a fine of not more than
$500, or imprisonment for not more than one year, or both.

Assgnment

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

Penalties
Sec. 208. Whoever-
: (a) for the purpose ofvauing an increase in any payment author-

ized to be mado under' this title, or for the purpose of causing any
payment to be mada where no payment is authorized under this title,
shall make or cause to be made any false statement or representation
(including any false statement or representation in connection with
any matter. arising undermsubchapter-B9f chapterr !, or subhapter.A
or B of chapter 9 of the Internal Revenue Code of 1989, or chapter 2
or 21 or subtitle F of the Internal Revenue Code of 1954) as to-

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

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

(8) whether a person entitled to benefit. under this title had
earnings ifn'oor or a particular period-(as determined under sec-
tion 203(f) of this title for purposes of deductions from benefits),
or as to the amount thereof; or
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---... Qi) "( makes or causes to be made any faW statement or represents-
tion of a material fact in any application for any payment or for adisability determination under this title; or

(c) at any tim makes or causes to be made any f statement or
representadon of a material fact for use in determining rights to pay-
ment under this title; or

__ (d) having knowledge of the occurrence of any event affecting (1)
his initial or continued right to any payment under this title, or (2)
the initial or continued right to any payment of any other individual
in *hose behalf he has applied for or is receiving such payment, con-
coals or fails to disclose such event with an intent fraudulently to
secure payment either in a greater amount than is due or when no
payment is authorized; or

(e) having made application to receive payment under this title for
the use and benefit of another and having received such a payment,
knowingly and w'1lfully converts such a payment, or any part there-
of, to a use other than for the use and benefit of such other person,
shall be guilty of a- misdemeanor and upon conviction thereof shall
be fined not more than $1,000 or imprisoned for not more than one
year, or both, or

as to his true identity (or the true identity of any other person) fur.
nishes or caum to- be furnished false information to the Secretary
with respect to any information required by the Secretary in connec-
tion with the establishment and maintenance of the records provided
for in section 205 (o) (2); or

(g) for the purpose of causing an increase in any payment author-
ized under this title (or aqny oter prg9m f}•aned inwhole or in ..
par from P;eral funds), or for the purpose of causing a payment
under thstitleg(or any such other program) to be made when no pay-
ment is authorized thereunder, or for the purpose of obtaining (for
himself or any other person) any payment or any other benefit to
which he(or such other person) is not entitled-

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

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

- - -44.2 44-3 0 - 16 - I
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shall be guilty of a misdemeanor and upon conviction thereof shall be
ftzed not more than $1,000 or imprisoned for not more than one year,
or bothw"

Definition Of Wagm

Se. 209. Foo the purposes of this title, the term "wage" means
< remuneration paid prior to 1951 which was wages for the purposes

of this title under the law applicable to the payment of such remunera-
tion, and remuneration paid after 1950 for employment, including
the cash value of all remuneration paid in any med uir other than
cash; except that, in the case of remuneration paid after 1950, such
term shall not include--

(a) (1) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $8,600 with respect to employment has been paid
to an individual during any calendar year prior to 1955, is paid
to such individual during such calendar year;

(2) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsectons of this

7--ection:)- equal-t- 4,200 #lth' respect to-eanploymentie ai been paid
to an individual during any calendar year after 1954 and prior to
1059, is paid to such individual during iuch calendar year;

(8) That part- of remuneration which, after remuneration (other
than remuneration referred-to in the succeeding subsection of this
section) equal to $4,800 with respect to employment has been paid to
an individual during any calendar year after 1058 and prior to 1980,
is paid to such individual during such calendar year;
... ) Tha part of remuneration, which, after remuneton (other

th• a remuneration referred to in the succeeding subsections of this
section) equal to $6,600 with respect to employment has been paid to
an individual during any calendar year after 1985 and prior to,1968,
is paid to such individual during such calendar year;

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

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

(7, •'•ta u rl~!rmuneraion which, after remuneration (other

than remuneration referred to in the succeeding subsection on iis 0
aww section) equal to $10,800 with respect to employment has been paid to

#L
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an individual during any calendar year after 1972 and prior to 1974,
is paid to such individual during such calendar year;

(8) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $13,200 with respect to employment has been paid
to an individual during any calendar year after 1978 and prior to
1975, is paid to such individual during such calendar year;

(9) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to the contribution and benefit base (determined under
section 230)1 with respect to employment has been paid to an individual
during any calendar year after 1974 with respect to which such con-
tribution and benefit base is effective, is paid to such individual dur-
ing such calendar year;

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

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

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

(e) Any payment made to, or on behalf of an employee of liis bene--
ficiary (1) from or to a trust exempt from tax under section 165(a) of

ihteb-WrnalRevenud Codeof-1989 at the time-of such -payment-or, in
the case of a payment after 1954, under sections 401 and 501(a) of
the Internal Revenue Code of 1954, unless such payment is made to an
employee of the trust as remuneration for services rendered as such
employee and not as a beneficiary of the trust, or (2) under or to an
annuity plan which, at the time of such payment, meets the require-
ments of section 165 (a) (8), (4), (5), and (6) of the Internal Revenue
Code of 1939, or, in the case of a payment after 1954 and prior to 1963,
the requirements of section 401(a) (3), (4), (5), and (6) of the Inter-
ital Revenue Code of 1954, or (3) under or to an annuity plan which,

$ 14.100 for 1975; $15,800 for 1976.
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at the time of any such payment after 1962, is a plan described in sec-
tion 408(a) of the Internal Revenue Code of 1954, or (4) under or to i
a bond purchase plan which, at the time of any such payment after
1962, is a qualified bond purchase plan described in section 405(a) of
the Internal Revenue Code of 1954;

(f) The payment by an employer (without deduction from the re-
muneration of the employee) (1) of the tax imposed upon an employee
under section 1400 of the Internal Revenue Code of 1939, or in the case
of a payment after 1954 under section 8101 of the Internal Revenue
Code of 1951, or (2) of any payment required from an employee
under a State unemployment compensation law;

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

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

(8) Cash remuneration paid by an employer in any calendar quarter
to an employee for service not in the course of the employer's trade
or business, if the cash remuneration paid in such quarter by the em-
ployer to the employee for such service is less than $50. As used in this
paragraph, the term "service not in the course of the employer's trade
•--Uudlhess'-d~es1Wot ItidlUd"doestle service 'lin a-private homeof
the employer and does not include service described in section
2X0(f) (50)

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

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

(i) Any payment (other than vacation or sick pay) made to an em-
ployee after the month in which he attains age 62 if he did not work
for the employer in the period for which such payment is made. As
used in this subsection, the term "sick pay" includes remuneration for
service in the employ of a State, a political pabdivision (as defined in
section 218(b) (2)) of a State, or an instrumentality of two or more
States$ paid to an employee thereof for a period during which he was
absent from work because of sickness;
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(J) -Remuneration paid by an employer in any quarter to an em-
ployee for service described in section 210(j) (8) (C) (relating to home
workers), if the cash remuneration paid in such quarter by the em-
ployer to the employee for such service is les than $50;

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

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

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

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

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

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

other than any such payment or series of payments which would have
.. e.. paid-If the-employee'&mpl ont- .ao hp otbeezL.-

so terminated;
(n) Any payment made by an employer to a survivor or the estate

of a former employee after the calendar year in which such employee
died; or

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

For purposes of this title, in the case of domestic service described in
subsection (g) (2), any payment of cash remuneration for such service
which is more or less than a whole-dollar amount shall, under such
conditions and to such extent as may be prescribed by regulations made
under this title, be computed to the nearest dollar. For the purpose of
the computatio:a to the nearest dollarthe payment of a fractional part
of a dollar shall be disregardwl unless it amounts to one-half dollar or
more, in which case it shall be increased to $1. The amount of any pay-
ment of cash remuneration so computed to the nearest dollar shall, in
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lieu of the amount actually paid, be deemed to constitute the amount
of cash remuneration for purposes of subsection (g) (2).

For purposes of this title, in the case of an individual performing
service, as a member of a uniformed service, to which the provisions
of section 210(1) (1) are applicable, the term "wages" shall, subject to
the provisions of subsection (a) of this section, include as such individ-

. ual's remuneration for such service only his basic pay as described in
section 102(10) of the Servicemen's and Veterans' Survivor Benefits
Act.

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

For purposes of this title, tips received by an employee in the course
of his employment shall be considered remuneration for employment.
Such remuneration shall be deemed to be paid at the time a written
statement including such tips is furnished to the employer pursuant to
section 6058(a) of the Internal Revenue Code of 1954 or (if no state-
ment including such tips is so furnished) at the time received.
- 'For purposes of this titleoin any carn where an-individual is a mem-
ber of a religious order (as defined in section 8121(r) (2) of the Inter-
nal Revenue Code of 1954) performing service in the exercise of duties
required by such order, and an election of coverage under section 8121
(r) of such Code is in effect with respect to such order or with respect
to the autonomous subdivision thereof to which such member belongs,
the term "wages" shall, subject to the provisions of subsection (a) of
this section, include as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other per-
quisites furnished to such member by such order or subdivision
thereofo6f by any other person or-organization pursuant-to an agree.
ment with such order or subdivision, except that the amount included
as such individual's remuneration under this paragraph shall not be
less than $100 a month.

Definition of Employment

Sec. 210. For the purposes of this title--
Employment

(a) The term "employment" means any service performed after
1986 and prior to 1951 which was employment for the purposes of this
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title under the law applicable to the period in which such service was
performed, and any service, of whatever nature, performed after 1950
either (A) by an employee for the person employing him, irrespective
of the citizenship or residence of either, (i) within the United States,
or (ii) on or in connection with an American vessel or American air-
craft under a contract of service which is entered into within the
United States or during the performance of which and while the
employee is employed on the vessel or aircraft it touches at a port in
the United States, if the employee is employed on and in connection
with such vessel or aircraft when outside the United States, or (B)
outside the United States by a citizen of the United States as an
employee (i) of an American employer (as defined in subsection (e)),
or (ii) of a foreign subsidiary (as defined in section 8121(1) of the
Internal Revenue Code of 1954) 'of a domestic corporation (as deter-
mined in accordance with section 7701 of the Internal Revenue Code
of 1954) during any period for which there is in effect an agreement,
entered into pursuant to section 8121 (1) of the Internal Revenue Code
of 1954, with respect to such subsidiary; except that, in the case of
service performed after 1950, such term shall not include-

(1) Service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended, or (B) lawfully admitted
to the United States from the Bahamas, Jamaica, and the other
British West Indies, or from any other foreign country or posses-
sion thereof, on a temporary basis to perform agricultural ]abor;

(2) Domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school1 college, or
university;

(3) (A) Service performed by an individual in the employ of
his spouse, and service performed by a child tinder the age of
twenty-one in the employ of his father or mother;

(B) Service not in the course of the employer's trade or busi.
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;
except that the provisions of this subparagraph shall not be
applicable to such domestic service if-

(i) the employer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
home who has a mental or physical condition which results in
such spouse's being incapable of caring for a son, daughter,
stepson, or stepdaughter (referred to in clause (ii)) for at
least 4 continuous weeks in the calendar quarter in which the
service is rendered, and
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(ii) a son, daughter, stepson, or stepdaughter of such em.
ployer is living in the home, and

(iii) the son, daughter, stepson, or stepdaughter (referred
to in clause (ii) has not attained age 18 or has a mental or
physical condition which requires the personal can and super-
vision of an adult for at least 4 continuous weeks in the cal-
lendar quarter in which the service is rendered;

(4) Service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft. not an American aircraft, if (A) the individual is
employed on and in connection with such vessel or aircraft when
outside the United States and (B) (i) such individual is not a
citizen of the United States or (ii) the employer is not an Amer-
ican employer;

(5) Service performed in the employ of any instrumentality
of the United Stres, if such instrumentality is exempt from the
tax imposed by section 8111 of the Internal Revenue Code of
1954 by virtue of any provision of law which specifically refers
to such section in granting such exemption;

(6) (A) Service performed in the employ of the United States
or in the employ of any instrumentality of the United States, if
such service is covered by a retirement system established by a law
of the United States;

(B) Service performed by an individual in the employ of an
instrumentality of- the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal
Revenue Code of 1989 on December 81, 1950, and if such service
is covered by a retirement system established by such instru.
mentality; except that the provisions of this subparagraph shall
not be applicable to- - -

(i) service performed in the employ of a corporation which
is wholly owned by the United States;

(ii) service performed in the employ of a Federal land
bank, a Federal intermediate credit bank, a bank for cooper-
atives, a Federal- land bank association, a- production credit
association, a Federal Reserve Bank, a Federal Home Le'n
Bank, or a Federal Credit Union;

(iii) service performed in the employ of a State, county,
or community committee under the Production and Market-
ing Administration;

(iv) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
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Motion Picture Service, Navy Exchangs, Marine Corps Ex-
changes, or other activities, conducted by an instrumentality
of the United States subject to the jurisdiction of the Secre-
tary of Defense$ at installations of the Department of De-
fense for the comfort, pleasure, contentment, and mental and
physical improvement of personnel of such Department; or

(v) service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru-
mentality of the United States subject to the jurisdiction of
the Secretary of the Treasury, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of the Coast Guard;

(C) Service performed in the employ of the United States or
in the employ of any instrumentality of the United States, if such
service is performed-

(i) as the President or Vice President of the United States
or as a Member, Delegate, or Resident Commissioner of or to
the Congress;

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an in-

mate thereof;
(iv) by any individual as an employee included under sec-

tion 5851(2) of title 5, United States Code (relating to cer-
tain- interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom subchapter III of chapter
88 of title 5, United States Code, does not apply because such-
individual is subject to another retirement system, other than
the retirement system of the Tennessee Valley Authority);

(7) Service performed in the employ of a State, or any political
subdivision thereof, or any instrumentality of any one or more of
the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the case of-

(A) service included under an agreement under section 218,
(B) service which, under subsection (k), constitutes covered

transportation service,

N



S 210(a)

(C) service in the employ of the Government of Guam or the
Government of American Samoa or any political subdivision
thereof, or of any instrumentality of any one or more of the fore-
going which is wholly owned thereby, performed by an officer
or employee thereof (including a member of the legislature of
any such Government or political subdivision), and, for purposes
of this title--

(i) any person whose service as such an officer or employee
is not covered by a retirement system established by a law
of the United States shall not, with respect to such service, be
regarded as an officer or employee of the United States or any
agency or instrumentality thereof, and

(ii) the remuneration for service described in clause (i)
(including fees paid to a public official) shall be deemed to
have been paid by the Government of Guam or the Govern-
ment of American Samoa or by a political subdivision thereof
or an instrumentality of any one or more of the foregoing
which is wholly owned thereby, whichever is approriate,

(D) service performed in the employ of the District of Colum-
bia or any instrumentality which is wholly owned thereby, if
such service is not covered by a retirement system established by
a law of the United States; except that the provisions of this sub-
paragraph shall not be applicable to service performed-

(i) in a hospital or penal institution by a patient or inmate
thereof;- .

(ii) by any individual as an employee included under sec-
tion 5351 (2) of title 5, United States Code (relating to certain
interns, student nurses, and other student employees of hos-
pitals of the District of Columbia Government), other than
as a medical or dental intern or as a medical or dental resident
in training;

(iii) by any individual as an employee serving on a tem-
porary basis in case of fire, storm, snow, earthquake, flood, or
other similar emergency; or

-(iv) by a member 6f a board, committeei-or council-of the
District of Columbia, paid on a per diem, meeting, or other
fee basis, or

(E) service performed in the employ of the Government of
Guam (or any instrumentality which is wholly owned by such
Government) by an employee properly classified as a temporary or
intermittent employee, if such service is not covered by a re-
tirement system established by a law of Guam; except that (i)
the provisions of this subparagraph shall not be applicable to
services performed by an elected official or a member of the legis-



101 Src. 210(a)

lature or in a hospital or penal institution by a patient or inmate
thereof, and (ii) for purposes of this subparagraph, clauses (i)
and (ii) of subparagraph (C) shall apply;

(8) (A) Service performed by a duly ordained, commissioned,
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order, except that this subparagraph shall not apply to
service performed by a member of such an order in the exercise of
such duties, if an election of coverage under section 8121 (r) of the
Internal Revenue Code of 1954 is in effect with respect to such
order, or with respect to the autonomous subdivision thereof to
which such member belongs;

(B) Service performed in the employ of a religious, charitable,
educational) or other organization described in section 501 (c) (8)
of the Internal Revenue Code of 1954, which is exempt from in-
come tax under section 501(a) of such Code, but this subpara-
graph shall not apply to service performed during the period for
which a certificate, filed pursuant to section 8121(k) of the In-
ternal Revenue Code of 1954, is in effect if such service is per-
formed by an employee-

(i) whose signature appears on the list filed by such orga-
nization under such section 8121 (k),

(ii) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to.in clause (iii)) was flledf or

(iii) who, after the calendar quarter in which the certifi-
cate was filed with respect to a group described in paragraph
(1) (E) of such section 8121(k), became a member of such
group,

except that this subparagraph shall apply with respect to serv-
ice performed by an employee as a member of a group described
in such paragraph (1) (E) with respect to which no certificate is
in effect;

(9) Service performed by an individual as an employee or
employee representative as defined in section-3231 of the-Internal.
Revenue Code of 1954;

(10) (A) Service performed in any calendar quarter in the
employ of any organization exempt from income tax under section
501 of the Internal Revenue Code of 1954, if the remuneration
for such service is less than 50;

(B) Service performed in the employ of-
(i) a school, college, or university, or
(ii) an organization described in section 509(a) (8) of the

Internal Revenue Code of 1954 if the organization is orga-
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nized, and at all times thereafter is operated, exclusively for
the benefit of, to perform the functions of, or to carry out
the purposes of a school; college, or university and is oper-
ated, supervised, or controlled by or in connection with such
school, college, or university, unless it is a school, college, or
university of a State or a political subdivision thereof and
the services in its employ performed by a student referred to
in section 218(c) (5) are covered under the agreement between
the Secretary of Health, Education, and Welfare and such
State entered into pursuant to section 218;

if such service is performed by a student who is enrolled and regularly
attending classes at such school, college, or university;

(11) Service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative) ;

(12) Service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) If the service is of a character similar to that per-
formed in foreign countries by employees of the United States
Government or of an instrumentality thereof; and

(B) If the Secretary of State shall certify to the Secre-
tary of the Treasury that the foreign government, with re-
spect to whose instrumentality and employees thereof exemp-
tion is claimed, grants an equivalent exemption with respect
to similar service performedwn• the foreign country by em-
ployees of the United States Government and of instrumen-
talities thereof;

(18) Service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is
enrolled and is regularly attending clasee in a nurses' training
school chartered or approved pursuant to State law;

(14) (A) Service performed by an individual under the age of
eighteen in the delivery or distribution of newspapers or shop-
ping news, not including delivery or distribution to any point for
.sibsequentfdellvery 61r dlstributionw;

(B) Service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultiinate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be credited with the unsold newspapers
or magazines turned back;
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(15) Service performed in the employ of an intentional or-
ganization entitled to enjoy privileges, exemptions, and immuni-
ties as an international organization under the International Or.
ganizations Immunities Act (59 Stat. 669);

(16) Service performed by an individual under an arrange.
ment with the owner or tenant of land pursuant to which-

(A) such individual undertakes to produce agricultural or
horticultural commodities (including livestock, bees$ poultry,
and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities produced
by such individual, or the proceeds therefrom, are to be di-
vided between such individual and such owner or tenant, and

(0) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) Service in the employ of any organization which is per-
formed (A) in any quarter during any part of which such orga-
nization is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requiring such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization, and (B) after June
80,1958;

(18) Service performed in Guam by a resident of the Republic
of the Philippines while in Guam on a temporary basis as a non-immigrant alien admitted to Guam pursuant to section 101(a)
(15) (H) (fi) of the Immigration and Nationality Act (8 U.S.C.
1101(a) (15) (H) (ii)); or

(19) Service which is performed by a nonresident alien indi-
vidual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of
section 101(a) (15) of the Immigration and Nationality Act, as
amended, and which is performed to carry out the purpose speci-
fled in subparagraph (F) or (J), as the case may be.
I. .. Included and Excluded Seric -

(b) If the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the serv-
ices of such employee for such period shall be deemed to be employ-
ment. As used in this subsection, the term "pay period" means a period
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(of not more than thirty-one consecutive days) for which a payment
of remuneration is ordinarily made to the employee by the person
employing him This subsection shall not be applicable with respect to
services performed in a pay period by an employee for the person
employing him, where any of such service is excepted by paragraph
(9) of subsection (a).

Anerkra Vosl
(a) The term "American vessel" means any vessel documented or

numbered under the laws of the United States; and includes any ves-
sel which is neither documented or numbered under the laws of the
United States or documented under the laws of any foreign country,
if its crew is employed solely by one or more citizens or residents of
the United States or corporations organized under the laws of the
United States or of any State.

American Airraft
(d) The term "American aircraft" means an aircraft registered

under the laws of the United States.

American Employer
(e) The term "American employer" means an employer which is

(1) the United States or any instrumentality thereof, (2) a State or
any political subdivision thereof, or any instrumentality of any one or
more of the foregoing, (8) an individual who is a resident of the
United States, (4) a partnership, if two-thirds or more of the partners
are residents of the United States, (5) a trust, if all of the trustees are
residents of the United States, or (6) a corporation organized under
the laws of the United States or of any State.

Agricultural Labor
(f) The term "agricultural labor" includes all service performed-

(1) On a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the rais-
ing, shearing, feeding, caring for, training, and' management of
livestock bees, poultry4 and fUN-bearing animals and wildlife.

(2) In the employ of the owner or tenant or other operator of a
farm, in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such serv-
ice is performed on * farm.

(8) In connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15(g)
of the Agricultural Marketing Act, as amended, or in connection
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with the ginning of cotton, or in connection with the operation
or maintenance of ditches, canals, reservoirs, or waterways, not
owned or operated for profit, used exclusively for supplying and
storing water for farming purposes.

(4) (A) In the employ of the operator of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier
for transportation to market in its unmanufactured state, any
agricultural or horticultural commodity; but only if such operator
produced more than one-half of the commodity with respect to
which such service is performed.

(B) In the employ of a group of operators of farms (other than
a cooperative organization) in the performance of service de-
scribed in subparagraph (A), but only if such operators produced
all of the commodity with respect to which such service is per-
formed. For the purposes of this subparagraph, any unincorpo-
rated group of operators shall be deemed a cooperative organiza-
tioft if the number of operators comprising such group is more
than twenty at any time during the calendar quarter in which
such service is performed.

(5) On a farm operated for profit if such service is not in the
course of the employer's trade or business or is domestic service
in a private home of the employer.

The provisions of subparagraphs (A) and (B) of paragraph (4)
shall not be deemed to be applicable with respect to service performed
in connection with commercial canning or commercial freezing or in
connection with any agricultural or horticultural commodity after its
delivery to a terminal market for distribution for consumption.

Farm
(g) The term "farm" includes stock, dairy, poultry, fruit, fur-bear-

ing animal and truck farna, plantations, ranches, nurseries, ranges,
greenhouses or other similar structures used primarily fortheiaising

S of agricultural or horticultural commodities and orchards.

(h) The term "State" includes the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Islands, Guam, and American
Samoa.

United Stato
(i) The term "United States" when used in a geographical sense

means the States, the District of Columbia, the Commonwealth of
Puerto Rico, the Virgin Islands, Guam, and American Samoa.

POqN.

(j) The term "employee" means-
(1) any officer of a corporation; or
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(2) any individual who, under the usual common law rules
applicable in determining the employer-employe, relationship,
has the status of an employee; or .•

(8) any individual (other than an individual who is an em-
ployee under paragraph (1) or (2) of this subsection) who per-

• forms services for remuneration for any person-
(A) as an agent-driver or commission-driver engaged in

distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or laun-
dry or drycleaning services, for his principal;

(B) as a full-time insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such per-
son which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an agent-
driver or commission-driver, engaged upon a full-time basis
in the solicitation on behalf of, and the transmison to, his
principal (except for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers, con-
tractors, or operators of hotels, restaurants, or other similar
establishments for merchandise for resale or supplies for use
in thoIrbusiness operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term "em-
ployee" under the provisions of this paragraph if such individual
has a substantial investment in facilities used in connection with
the performance of such services (other than in facilities for
transportation), or if the services are in the nature of a single

- 1transatoii pait of i-o6nti4inn relationship witlf thb person
for whom the services are performed.

(k)(1) Except as provided in paragraph (2), all services per-
formed in the employ of a State or political subdivision in connection
with its operation of a public transportation system shall constitute
covered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1986 and prior to 1951.

(2) Service performed in the employ of a State or political subdivi-
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sion in connection with the operation of its public transportation sys-
tem shall not constitute covered transportation service if-

(A) any part of the transportation system was acquired from
private ownership after 1988 and prior to 1951, and substantially
all service in connection with the operation of the transportation
system is, on December 81, 1950, covered under a general retire-
ment system providing benefits which, by reason of a provision
of the State' constitution dealing specifically with retirement sys-
tems of the State or political subdivisions thereof, cannot be
diminished or impaired; or

(B) no part of the transportation system operated by the State
or political subdivision on December 81,1950, was acquired from
private ownership after 1986 and prior to 1951;

except that if such State or political subdivision makes an acquisition
after 1950 from private ownership of any part of its transportation
system, then, in the case of any employee who-

(C) became an employee of such State or political subdivision
in connection with and at the time of its acquisition after 1950 of
such part, and

(D) prior to such acquisition rendered service in employment
in connection with the operation of such part of the transport.
tion system acquired by the State or political subdivision.

the service of such employee in connection with the operation of the
transportation system shall constitute covered transportation service,
commencing with the first day of the third calendar quarter following
the calendar quarter in which the acquisition of such part took place,
unless on such first day such service of such employee is covered by a
general retirement system which does not, with respect to such em-
ployee) contain special provisions applicable only to employees de.
scribed in subparagraph( C).

(8) All service performed in the employ of a State or political sub-
division thereof in connection with its operation of a public trans.
portation system shall constitute covered transportation service if the
transportation system was not operated by the State or political sub.
division prior to 1951 and, at the time of its first acquisition (after
1950) from private ownership of any part of its transportation system,
the State or political subdivision did not have a general retirement
system covering substantially all service performed in connection with
the operation of the transportation system.

(4) For the purposes of this subsection.-
(A) The term "general retirement system" means any pension,

annuity, retirement, or similar fund or system established by a
State or by a political subdivision thereof for employees of the

~ State, political subdivision, or both; but such term shall not in.

44-2511 46-834 0 - IS - a
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elude such a fund or.system which cover only service performed
in positions connected with the operation of its public transporta-
tion s .

(B) A transportation system or a part thereof shall be con.
sidered to have been acquired by a State or political subdivision
from private ownership if prior to the acquisition service per.
formed by employees in connection with the operation of the
system or part thereof acquired constituted employment under
this title, and some of such employees become employees of the
State or political subdivision in connection with and at the time
of such acquisition.

(C) The term "political subdivision" includes an instrumen-
tality of (i) a State, (ii) one or more political subdivisions of a
State, or (iii) a State and one or more of its political subdivisions.

Service In the Uniformed Services
(1) (1) Except as provided in paragraph (4), the term "employ-

ment" shall, notwithstanding the provisions of subsection (a) of this
section, include service performed after December 1956 by an individ-
ual as a member of a uniformed service on active duty; but such term
shall not include any such service which is performed while on leave
without pay.

(2) The term "active duty" means "active duty" as described in
section 102 of the Servicemen's and Veterans' Survivor Benefits Act,
except that it shall also include "active duty for training" as described
in such section.

(8) The term "inactive duty training" means "inactive duty train-
ing" as described in such section 102.

(4) (A) Paragraph (1) of this subsection shall not apply in the
case of any service, performed by an individual as a member of a
uniformed service, which is creditable under section 8(1) of the Rail-
road Retirement Act of 1974. The Railroad Retirement Board shall
notify the Secretary of Health, Education, and Welfare, with respect
to all such service which is so creditable.

(B) In any case where benefits under this title are already payable
on the basis of such individual's wages and self-employment income
at the time such notification (with respect to such individual) is re-
ceived by the Secretary, the Secretary shall certify no further bene.
fits for payment under this title on the basis of such individual's wages
and self-employment income, or shall recompute the amount of any
further benefits payable on the basis of such wages and self-employ-
ment income, as may be required as a consequence of subparagraph
(A) of this paragraph. No payment of a benefit to any person on the

log
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basis of such individual's wages and self-employment income, cer.
tified by the Secretary prior to the end of the month in which he
receives such notification from the Railroad Retirement Board, shall
be deemed by reason of this subparagraph to have been an erroneous
payment or a payment to which such person was not entitled. The
Secretary shall, as soon as possible after the receipt of such notifica-
tion from the Railroad Retirement Board, advise such Board whether
or not any such benefit will be reduced or terminated by reason of sub-
paragraph (A), and if any such benefit will be so reduced or ter-
minated, specify the first month with respect to which such reduction
or termination will be effective.

Member of a Uniformed Servie
(i) The term "'member of a uniformed service" means any person

appointed, enlisted, or inducted in a component of the Army, Navy,
Air Force, Marine Corps, or Coast Guard (including a reserve com-
ponent of a uniformed service as defined in section 10 (8) of the Serv-
icemen's and Veterans' Survivor Benefits Act) or in one of those
services without specification of component, or as a commissioned
officer of the Coast and Geodetic Survey or the Regular or Reserve
Corps of the Public Health Service, and any person serving in the
Army or Air Force under call or conscription. The term includes-

(1) a retired member of any of those services;
(2) a member of the Fleet Reserve or Fleet Marine Corps

Reserve;
(8) a cadet at the United States Military Academy, a midship-

man at the United States Naval AnAdemy, and a cadet at the
United States Coast Guard Academy or United States Air Force
Academy;

(4) a member of the Reserve Officers' Training Corps, the
Naval Reserve Officers' Training Corps, or the Air Force Reserve
Officers' Training Corps, when ordered to annual training duty
for fourteen days or more, and while performing authorized
travel to and from that duty; and

(5) any person while en route to or from or at, a place for
final acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted f-?r such duty; or
(B) who, under the Universal Military Training and Serv-

ice Act, has been selected for active military or naval service;
and has been ordered or directed to proceed to such place.

The term does not include a temporary member of the Coast Guard.
Reserve.
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Crew Liease
(n) The term "crew leader" means an Individual who furnishes

individuals to perform agricultural labor for another person, if such
individual pays (either on his own behalf or on behalf of such per-
son) the individuals so fumished by him for the agricultural labor
performed by them and if such individual has not entered into a writ.
ten agreement with such person whereby such individual has been des-
ignated as an employee of such person; and such individuals furnished
by the crew leader to perform agricultural labor for another person
shall be deemed to be the employees of such crew leader. A crew leader
shall, with respect to services performed in f i g individuals to
perform agricultural labor for another person and service performed
as a member of the crew, be deemed not to be an employee of such
other person.

Peace Corps Volunteer Servlce
(o) The term "employment" shall, notwithstanding the provisions

of subsection (a), include service performed by an individual as a
volunteer or volunteer leader within the meaning of the Peace Corps
Act.

Self Employment

See, 211. For the purposes of this title--

Net Earnings From Self.-Employment

(a) The term "net earnings from self-employment" means the gross
income, as computed under Subtitle A of the Internal Revenue Code
of 1954, derived by an individual from any trade or business carried
on by such individual, less the deductions allowed under such subtitle
which are attributable to such trade or business, plus his distribu-
tive share (whether or not distributed) of income or loss described
in section 702(a) (9) of the Internal Revenue Code of 1954, from any
trade or business carried on by a partnership of which he is a member;
except that in computing such gross income and deductions and such
distributive share of partnership ordinary income or loss-

(1) There shall be excluded rentals from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares), together with the deductions at-
tributable thereto, unless such rentals are received in the course
of a trade or business as a real estate dealer; except that the pre-
ceding provisions of this paragraph shall not apply to any income
derived by the owner or tenant of land if (A) such income is
derived under an arrangement, between the owner or tenant and
another individual which provides that such other individual
shall produce agricultural or horticultural commodities (includ-
ing livestock, bees, poultry, and fur-bearing animals and wild-
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life) on such land, and that there shall be material participation
by the owner or tenant (as determined without regard to any activ-
ities of an agent of such owner or tenant) in the production or the
management of the production of such agricultural or horticul-
tural commodities, and (B) there is material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) with respect to such agri-
cultural or horticultural commodity;

(2) There shall be excluded dividends on any share of stock,
and interest on any bond, debenture, note, or certificate, or other
evidence of indebtedness, issued with interest coupons or in regis.
tered form by any corporation (including one issued by a govern-
ment or political subdivision thereof), unless such dividends and
interest (other than interest described in section 35 of the Internal
Revenue Code of 1954) are received in the course of a trade or
business as a dealer in stocks or securities;

(8) There shall be excluded any gain or loss (A) which is con-
sidered under Subtitle A of the Internal Revenue Code of 1954 as
gain or loss front the sale or exchange of a capital asset, (B) from
the cutting of timber or the disposal of timber, coal, or iron ore, if
section 681 of the Internal Revenue Code of 1954 applies to such
gain or loss, or (C) from the sale, exchange, involuntary conver-
sion, or other disposition of property if such property is neither
(i) stock in trade or other property of a kind which would prop-
erly be includible in inventory if on hand at the close of the tax-
able year, nor (ii) property held primarily for sale to customers
in the ordinary course of the trade or business;

(4) The deduction for net operating losses provided in section
172 of such Code shall not be allowed;

(5) (A) If any of the income derived from a trade or business
(other than a trade or business carried on by a partnership) is
community income under community property laws applicable to
such income, all of the gross income and deductions attributable
to such trade or business shall be treated as the gross income and
deductions of the husband unless the wife exercises substantially
all of the management and control of such trade or business, in
which case all of such gross income and deductions shall be treated
as the gross income and deductions of the wife;

(B) If any portion of a partner's distributive share of the ordi-
nary net income or Ios from a trade or business carried on by a
partnership is community income or lows under the community
property laws applicable to such share, all of such distributive
share shall be included in computing the net earnings from self-
employment of such partner, and no part of such share shall be
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taken into account in computing the net earnings from self-em.
ployment of the spouse of such partner;

(6) A resident of the Conunonwealth of Puerto Rico shall com-
pute his net earnings from self-employment in the same manner as
a citizen of the United States but without regard to the provisions
of section 988 of the Internal Revenue Code of 1954;

(7) An individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order
shall compute his net earnings from self-employment derived
from* the performance of service described in subsection (c) (4)
without regard to section 107 (relating to rental value of par-
sonages) section 119 (relating to meals and lodging furnished
for the convenience of the employer) and section 911 (relating
to earned income from sources without the United States), and
section 931 (relating to income from sources within possessions
of the United States) of the Internal Revenue Code of 1954;

(8) The term "posesion of the United States" as used in sec-
tions 981 (relating to income from sources within possessions of
the United States) and 982 (relating to citizens of possessions
of the United States) of the Internal Revenue Code of 1954 shall
be deemed not to include the Virgin Islands, Guam, or American
Samoa;

(9) There shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are prescribed by the Secretary of the Treasury
or his delegate, and which provides for payments on account of
retirement, on a periodic basis, to partners generally or to a class
or classes of partners, such payments to continue at least until
such partner's death, if-

(A) such partner rendered no services with respect to
any trade or business carried on by such partnership (or its
successors) during the taxable year of such partnership (or
its successors), ending within or with his taxable year, in
which such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under such plan, and

(C) such partner's share, if any of the capital of the
partnership has been paid to him in full before the close of
the partnership's taxable year referred to in subparagraph
(A); and

(10) In the case of an individual who has been a resident of the
United States during the entire taxable year, the exclusion from
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gross income provided by section 911(a) (9) of the Internal Rev-
enue Code of 19O4 shall not apply.

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self-employment shall be based upon
the ordinary net income or loss of the partnership for any taxable

zI° year of the partnership (even though beginning prior to 1951) end-
ing within or with his taxable year. In the case of any trade or busi-
ness which is carried on by an individual or by a partnership and in
which, if such trade or business were carried on exclusively by em-
ployees, the major portion of the services would constitute agricul-
tural labor as defined in section 210(f)-

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than $2,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 66% percent of
such gross income; or

(iH) in the case of an individual, if the gross income derived by
him from such trade or business is more than $2,400 and the net
earnings from self-employment derived by him from such trade
or business (computed under this subsection without regard to
this sentence) are less than $1,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) of the In-
ternal Revenue Code of 1954 applies) is not more than $2,400,
his distributive share of income described in section 702(a) (9) of
such Code derived from such trade or business may, at his option,
be deemed to be an amount equal to 66% percent of his distribu-
tive share of such gross income (after such gross income has been
so reduced); or

(iv) in the case of a member of a partnership, if his distributive
share of the gross income of the partnership derived from such
trade or business (after such gros income has been reduced by
the sum of all payments to which section 707(c) of the Internal
Revenue Code of 1954 applies) is more than $2,400 and his dis-
tributive share (whether or not distributed) of income described
in section 709(a) (9) of such Code derived from such trade or
business (computed under this subsection without regard to this
sentence) is less than $1,600, his distributive share of income de-
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soribed in such section 702(a) (9) derived from such trade or
business may, at his option, be deemed to be $1,600.I

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the income

is computed under a cash receipts and disbursements method, the
groLs receipts from such trade or business reduced by the cost or
other basis of property which was purchased and sold in carrying
on such trade or business, adjusted (after such reduction) in ac-
cordance with the provisions of paragraphs (1) through (6) and
paragraph (8) of this subsection; and

(vi) in the case of any such trade or business in which the in-
come is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (6) and paragraph (8) of this
subsection;

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade or business, such grow income (including his distributive share
of the gross income of any partnership derived from any such trade or
business) shall be deemed to have been derived from one trade or
business

The preceding sentence and clauses (I) through (iv) of the second
preceding sentence shall also apply in the case of any trade or business
(other than a trade or business specified in such second preceding sen-
tence) which is carried on by an individual who is self-employed on a
regular basis as defined in subsection (g), or by a partnership of which
an individual is a member on a regular basis as defined in subsection
(g), but only if such individual's net earnings from self-employment
in the taxable year as determined without regard to this sentence are
less than $1,600 and less than 66% percent of the sum (in such taxable
year) of such individual's gross income derived from all trades or
businesses carried on by him and his distributive share of the income
or loss from all trades or businesses carried on by all of the partnerships

< of which he is a member; except that this sentence shall not apply to
more than 5 taxable years in the case of any individual, and in no case
in which an individual elects to determine the amount of his net earn-
ings from self-employment for a taxable year under the provisions of
the two preceding sentences with respect to a trade or business to which
the second preceding sentence applies and with respect to a trade or
business to which this sentence applies shall such net earnings for
such year exceed $1,600.

Self-Empleyment Income

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

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

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

(B) For any taxable year ending after 1954 and prior to
1959, (i) $4,200, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(C) For any taxable year ending after 1958 and prior to
1960, (i) $4,800, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(D) For any taxable year ending after 1965 and prior to
1968, (1) $6,600, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(E) For any taxable year ending after 1967 and beginning
prior to 1972, (i) $7,800, minus (ii) the amount of the wages
paid to such individual during the taxable year; and

(F) For any taxable year beginning after 1971 and prior
to 1973, (i) $9,000, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(G) For any taxable year beginning after 1972 and prior
to 1974, (i) $10,800, minum (ii) the amount of the wages paid
to such individual during the taxable year; and

(H) For any taxable year beginning after 1978 and prior
to 1975, (i) $13,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(I) For any taxable year beginning in any calendar year
after 1974, (i) an amount equal to the contribution and bene.
fit base (as determined under section 230)1 which is effective
for such calendar year, minus (ii) the amount of the wages
paid to such individual during such taxable year; or

(2) The net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

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

Trade or Business
(c) The term "trade or business", when used with reference to self-

employment income or net earnings from self-employment, shall have

' $14,100 for 19i5; $15,800 for 1OTS.
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the same meaning as when used in section 162 of the Internal Revenue
Code of 1954, except that such term shall not include-

(1) The performance of the functions of a public office, other
than the functions of a public office of a State or a political sub-
division thereof with respect to fees received in any period in
which the functions are performed in a position compensated

- solely on a fee basis and in which such functions are not covered
under all agreement entered into by such State and the Secretary
pursuant to section 218; '

(2) The performance of service by an individual as an em-
ployee other than-

(A) service described in section 210(a) (14) (B) performed
by all individual who has attained the age of eighteen,

(B) service described in section 210(a) (16),
(C) service described in section 210(a) (11), (12), or (15)

performed in the United States by a citizen of the United
States,

(D) service described in paragraph (4) of this subsection,
and

(E) service performed by an individual as an employee of
a State or a political subdivision thereof in a position com-
pensated solely on a fee basis with respect to fees received in
any period in which such service is not covered under an
agreement entered into by such State and the Secretary pur-
suant to section 218;

(3) The performance of service by an individual as an em-
ployee or employee representative as defined in section 3231 of the
Internal Revenue Code of 1054;

(4) The performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order;

(5) The performance of service by an individual in the exer-
cise of his profession as a Christian Science practitioner; or

(6) The performance of service by an individual during the
period for which all exemption under section 1402(h) of the In-
tenal Revenue Code of 1954 is effective with respect to him.

The provisions of paragraph (4) or (5) shall not apply to service
(other titan service performed by a member of a religious order who
has taken a vow of poverty as a member of such order) performed

I Sec. 122(c) (2) of the Social Security Amendments of 1967 provides: "Notwith-
standing the provisions of subsections (a) and (b) of this section, any individual who
in 1968 is in a pjobitlon to which the auniendlinents uande by suc'h bOlusb- tiol1s apply m1ay"
make an Irrevocable election not to have such amendments apply to the fees he receives
In 1968i and every year thereafter. if on or wihfore the the Sert 0 agryof ate t reasurn

for 1968 (including any extensions thereof) o e files with the Secret0 of the Treasturt
or his delegate in such manner as the Secretary of the Treasury or his delegate shall
by regulations prescribe. a certificate of election of exemption from such amendments.'"
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by an individual unless an exemption under section 1402(e) of the
Internal Revenue Code of 1954 is effective with respect to him.

Partne Partn e
(d) The term "partnership" and the term "partner" shall have thp

same meaning as whqn used in subchapter K of chapter 1 of the In.
ternal Revenue Code of 105.

Taxable Year
(e) The term "taxable year" shall have the same meaning as when

used in subtitle A of the Internal Revenue Code of 1954 and the
taxable year of any individual shall be a calendar year unless he has
a different taxable year for the purposes of subtitle A of such Code, in
which case his taxable year for the purposes of this title shall be tie
same as his taxable year under such subtitle A.

Partner's Taxable Year ndin as Result of Death
(f) In computing a partner's net earnings from self-employment

for his taxable year which ends as a result of his death (but only if
such taxable year ends within, and not with, the taxable year of the
partnership), there shall be included so much of the deceased partner's
distributive share of the partnership's ordinary income or loss (or the
partnership taxable year as is not attributable to an interest in the
partnership during any period beginning on or after the first day of
the first calendar month following the month in which such partner
died. For purposes of this subsection-

(1) in detemini the portion of the distributive share which
is attributable to any period specified in the preceding sentence,
the ordinary income or loss of the partnership shall be treated as
having been realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's distributive share" includes
the share of his estate or of any other person succeeding, by
reason of his death, to rights with respect to his partnership
interest&

Regular Buisi
(g) An individual shall be deemed to be self-employed on a regular

basis in a taxable year, or to be a member of a partnership on a regular
basis in such year, if he had net earnings from self-employment, as
defined in the first sentence of subsection (a), of not less thoin $400 in
at least two of the three consecutive taxable years immediately pre-
ceding such taxable year from trades or businesses carried on by such
individual or such partnership.
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Crediting of Self-Employment Income to Calendar Quarters

SeM. 21L For the purposes of determining averap monthly wage
and quarters of coverage the amount of self-employment income de-
rived during any taxable year shall be credited to calendar quarters
as follows:

(a) In the case of a taxable year which is a calendar year the self-
employment income of such taxable year shall be credited equally to
each quarter of such calendar year.

(b) In the case of any other taxable year the self-employment in.
come shall be credited equally to the calendar quarter in which such
taxable year ends and to each of the next three or fewer preceding
quarters any part of which is in such taxable year.

Quarter and Quarter of Coverage

Ddelot~rn
Sec. 213. (a) For the purposes of this title--

(1) The term "quarter", and the term "calendar quarter",
means a period of three calendar months ending on March 81,
June 80, September 80, or December 81.

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

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

(i i) if the wages paid to any individual in any calendar
year equal to $8,000 in the case of a calendar year before 1951,
or $8,600 in the case of a calendar year after 1950 and before
1955, or $I,0 in the case of a calendar year after 1954 and
before 1959, or $4,800 in the case of a calendar year after
1958 and before 1966, or $6,600 in the case of a calendar year
after 1965 and before 1968, or $7,800 in the case of a calendar
year after 1967 and before 1972, or $9,000 in the case of a
calendar year after 1971 and before 1978, or $10,800 in the
case of a calendar year after 1972 and before 1974, or $18,20
in the case of a calendar year after 1978 and before 1975, or
an amount equal to the contribution and benefit base (as de-
termined under section 280) in the case of any calendar year
after 1974 with respect to which such contribution and bene-

us8



119 Sec 213(s)
CRevied Novmber IM)

fit base is effective, each quarter of such year shall (subject
to clause (i)) be a quarter of coverage;

(iii) if an individual has self-employment income for a
taxable year, and if the sum of such income and the wages
paid to him during such year equals $8,600 in the case of a
taxable year beginning after 1950 and ending before 1955,
or $4,200 in the case of a taxable year ending after 1954 and
before 1959, or $4,800 in the case of a taxable year ending
after 1958 and before 1966, or $6,600 in the case of a taxable
year after 1965 and before 1968, or $7,800 in the case of a
taxable year ending after 1967, or $9,000 in the case of a tax-
able year beginning after 1971 and before 1973, or $10,800 in
the case of a taxable year beginning after 1972 and before
1974, or $18,200 in the case of a taxable year beginning after
1973 and before 1975, or an amount equal to the contribution
and benefit base (as determined under section 230)' which is
effective for the calendar year in the case of any taxable year
beginning in any calendar year after 1974, each quarter any
part of which falls in such year shall (subject to clause (i))
be a quarter of coverage;

(iv) if an individual is paid wages for agricultural labor
in a calendar year after 1954, then, subject to clause (i), (a)
the last quarter of such year which can be but is not other-
wise a quarter of coverage shall be a quarter of coverage if
such wages equral or exceed $100 but are less than $200; (b)
the last two quarters of such year which can be but are not
otherwise quarters of coverage shall be quarters of coverage
if such wages equal or exceed $200 but are less than $300;
(c) the last three quarters of such year which can be but are
not otherwise quarters of coverage shall be quarters of cover-
age if such wages equal or exceed $300 but are less than $400;
and (d) each quarter of such year which is not otherwise a
quarter of coverage shall be a quarter of coverage if such
wages are $400 or more; and

(v) no quarter shall be counted as a quarter of coverage
prior to the beginning of such quarter.

If in the case of any individual who has attained age 62 or died or
is under a disability and who has been paid wages for agricultural
labor in a calendar year after 1954, the requirements for insured status
in subsection (a) or (b) of section 214, the requirements for entitle-
ment to a computation or recomputation of his primary insurance
amount, or the requirements of paragraph (3) of section 216(i) are
not met after assignment of quarters of coverage to quarters in suchl
year as provided in clause (iv) of the preceding sentence, but would

1$14.100 for 1975; $15.300 for 19"6.

U9
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be met if such quarters of coverage were assigned to different quarters
in such year, then such quarters of coverage shall instead be assigned,
for purposes only of determining compliance with such requirements,
to such different quarters. If, in the case of an individual who did not
die prior to January 1,1955, and who attained age 62 (if a woman) or
age 65 (if a man) or died before July 1, 1957, the requirements for
insured status in section 214(i) (8) ' are not met because of his hav-

"' ing too few quarters of coverage but would be met if his quarters of
coverage in the first calendar year in which he had any covered em-
ployment had been determined on the basis of the period during which
wages were earned rather than on the basis of the period during which
wages were paid (any such wages paid that are reallocated on an
earned basis shall not be used in determining quarters of coverage for
subsequent calendar years), then upon application flied by the indi-
vidual or his survivors and satisfactory proof of his record of wages
earned being furnished by such individual or his survivors, the quar-
ters of coverage in such calendar year may be determined on the basis
of the periods during which wages were earned.

Crediting of Wages Paid in 193?

(b) With respect to wages paid to an individual in the six-month
periods commencing either January 1, 1937, or July 1, 1937; (A) if
wages of not less than $100 were paid in any such period, one-half of
the total amount thereof shall be deemed to have been paid in eacti of
the calendar quarters in such period; and (B) if wages of less than
$100 were paid in any such period, the total amount thereof shall be
deemed to have been paid in the latter quarter of such period, except
that if in any such period, the individual attained age sixty-flve, all of
the wages paid .n such period shall be deemed to have been paid before
such age was attained.
Alternative Method for Determining Quarters of Coverage With Respect to

Wages in the Period From 1937 to 1950
(c) For purposes of section 214(a), an individual shall be deemed

to have one quarter of coverage for each $400 of his total wages prior
to 1951 (as defined in section 215(d) (1) (C)), except where-

(1) such individual is not a fully insured individual on the
basis of the number of quarters of coverage so derived phis the
number of quarters of coverage derived from the wages and self-
employment income credited to him for periods after 1950, or

I This reference io to see. 214 (a) (3) as In effect prior to repeal by the Social Security
Amendments of 1960 (P.I. 80-778). See p. 835. vol. I1.
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(2) such individuals elapsed years (for purposes of section
214(s) (1)) are lew than 7.

Insured Status for Purposes of Old-Age and Survivors Insurance
Benefits

Sec. 214e For the purposes of this title-

Mly sure Iadividual
(a) The term "fully insured individual" means any individual who

had not less than-
(1) one quarter of coverage (whenever acquired) -for each

calendar year elapsing after 1950 (or, if later, the year in which
he attained age 21) and before the year in which he died or (if
earlier) the year in which he attained age 62, except, that in
no case shall an individual be a fully insured individual unless
he has at least 6 quarters of coverage; or

(2) 40 quarters of coverage; or
(8) in the case of an individual who died before 1951, 6 quar.

ters of coverage;b
not counting as an elapsed year for purposes of paragraph (1) any
year any part of which was included in a period of disability (as de-
fined in section 216(i)).

Currently Insured Id dual

(b) The term "currently insured individual" means any individual
who had not less than six quarters of coverage during the thirteen-
quarter period ending with (1) the quarter in which he died, (2) the
quarter in which he became entitled to old.age insurance benefits, (8)
the quarter in which he became entitled to primary insurance benefits
under this title as in effect prior to the enactment of this section, or

I P.,. 9,-SO. section 104(a). deleted-
n"A)bln the case a a w oman, the year In which abse died or (it earUer! th year

Inw h she attained ag 62,
(AB14 the case of a man who bas died. the year In which he died or (if earlier)

the year In which he attained toe 5,. or
(C In the eae at'& man who has not died, the year In which be attained (orwould attain) noe 65. exoet'

and Inserted "the year in Zh he died or (If earlier) the year In which he attained
e 62. except'. Applicable In the case of a man who attains (or would attain) aoe 02

after December 19TC'n the case of a man who attains age 62 prior to 1975, the number of his elapsed
years for purposes of section 215(b) (8) hall he equal (A the number determined
under this section as In effect on September 1, 1912 or I1B) f less, the number deter
mined as though he attained age 1i 1915, except that monthly benefits under title I!
for months prior to January 1913 payable on the basis of hs a selt-eployment
Income shall be determined as though section 104 of P.L 92-M05 had not been enated.

In the case of a man who attains or will ttain age 62 In 1973, the flpgure "8"5 in
sections 214(a)(1), 228(c)(1)(A). qd 216(1)•()(A) sallI be deemed to read 4940. In
the case of a man who attains or will a 62 In 19T4 the figure I6" In sections
214 (a)(1), 223(M)(1) (A). and 216 (1) (6(A shall be deemed to read M699.
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(4) in the cae of any individual entitled to disability insurance beno-
fits, the quarter in which he most recently became entitled to disability
insurance benefits, not counting as part of such thirteen-quarter period
any quarter any part of which was included in a period of disability
unless such quarter was a quarter of coverage.

Computation of Primary Insurance Amount

So. 215. For the purposes of this title--
(a) The primary insurance amount of an insured individual shall

be determined as follows:
(1) Subject to the conditions specified in subsections (b), (c),

and (d) of this section and except as provided in paragraphs (2),
and (8) 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 (1) (2) (D)) on the line on
which in column M of such table appears his average
monthly wage (as determined under subsection (b));
to be such table under subsection (i) (2) (D'.) on the line on
which in column II appears his primary insurance amount
(as determined under subsection (c)) ; or

(C) the amount in column IV of such table on the line on
which in column I appears his primary insurance benefit (as
determined under subsection (d)).

(2) In the case of an individual who was entitled to a disabil.
ity insurance benefit for the month before the month in which
he died, became entitled to old-age insurance benefits, or at-
tained age 65, such primary insurance amount shall be-

(A) the amount in column IV of such table which is equal
to the primary insurance amount upon which such disability
insurae benefit is based; except that if such individual was
entitled to a disability insurance benefit under section 228
for the month before the effective month of a new table
(whether enacted by another law or deemed to be such table
under subsection (1) (2) (D)) and in the following month
became entitled to an old-age insurance benefit, or he died in
such following month, thn his primary insurance amount for
such following month shall W% the amount in column IV of the
new table on the line on which in column II of such table ap-
pears his primary insurance amount for the month before
the effective month of the table (as determined under subsec-
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tion (o)) Ibead 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
(8).

(8) Such primary insurance amount shall be an amount equal to
$9.00 multiplied by the individuals years of coverage in excess of
10 in any case in which such amount is higher than the individ-

utal's primary insurance amount as determined under paragraph
(1) or (2).

For purposes of paragraph (8), an individual's "years of coverage" is
the number (not exceeding 30) equal to the sum of (i) the number
(not exceeding 14 and disregarding any fraction) determined by di-
viding the total of the wages credited to him (including wages deemed
to be paid prior to 1951 to such individual under section 217, compen-
sation under the Railroad Retirement Act of 1987 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 281)
for years after 1930 and before 1951 by $900, plus (ii) the number
equal to the number of years after 1950 each of which is a computation
base year (within the meaning of subsection (b) (2) (C)) and in each
of which he is credited with wages (including wages deemed to be
paid to such individual under section 217, compensation under the
Railroad Retirement Act of 1987 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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Average Monthly Wse
(b) (1) For the purposes of column ITM of the table appearing in

subsection (a) of this section, an individual's "average monthly wage"
shall be the quotient obtained by dividing-

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

(B) the number of months in such years.
(2) (A) The number of an individual's "benefit computation years"

shall be equal to the number of elapsed years (determined under para-
graph (8) of this subsection), reduced by five, except that the number
of an individual's benefit computation years shall in no case be leas
than two.

(B) An individual's "benefit computation years" shall be those com-
putation base years, equal in number to the number determined under
subparagraph (A), for which the total of his wages and self-employ-
ment income is the largest.

(C) For purposes of subparagraph (B), "computation base years"
include only calendar years in the period after 1950 and prior to the
earlier of the following years-

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

(ii) the year succeeding the year in 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.

(8) For purposes of paragraph (2), the number of an individual's
elapsed years is the number of calendar years after 1950 (or, if later,
the year in which he attained age 21) and before the year in which
he died, or if it occurred earlier but after 1960, the year in which he
attained age 62.1 For purposes of the preceding sentence, any cal-
endar year any part of which was included in a period of disability
shall 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

'P.L.. 92--03, section 104(b). deleted "before--(A) in the ca-e of a woman, the year in which she died or. it it occurred earlierbut after 1960. the year in which she attained axe 62.(B) In the cae nfa man who has died, the year In which he died or, If It occurredearlýpr but after 1960. the year in which he attained axe 65. orIC) In the case of a man who has not died, the year occurring after 1960 in whichhe attained (or wol1d attain) age 65.For" and Inserted "before the year in which he died, or itf It occurred earlier but after190,, the year in which he attained age 62. Peror.See footnote to see. 214(a) (1) for effective date.

12RSL
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in (or is deemed by subsection (i) (2) (D) to appear in) section
tion (a) becomes effective; or

(B) who dies in or after the month in which suei table be-
comes effective without being entitled to benefits muder section
W02(a) or section 8; or

(C) whose primary insurance amount is required to be recom-
puted under subsection (f) (2)

Prmary Immurms Amount Under Prior Previsosas

(o) (1) For the purpose of column II of the latest table that appears
in (or is deemed to appear in) subsection (a) of this section, an in-
dividuil's primary insurance amount shall be computed on the basis
of the law in effect prior to the month in which the latest such table
became effective.

(2) The provisions of this subsection shall be applicable only in the
cass of an individual who became ent"led to benefits under section
202(a) or section 228, or who died, before such effective month.

Prinmry Insurance Beneft Under 1W Act
(d) (1) For purposes of column I of the table appearing in subsec-

tion (a) of this section, an individual's primary insurance benefit shall
be computed as follows:

(A) The individual's average monthly wage shall be determined
as provided in subsection (b) (but without regard to paragraph
(4) thereof) of this section, except that for purposes of paragraph
(2) (C) and (8) of such subsection, 1986 shall be used instead of
1950.

(B) For purposes of subparagraphs (B) and (C) of subsection
(b) (2), an individual whose total wages prior to 1951 (as defined
in subparagraph (C) of this subsection)-

(i) do not exceed $27,000 shall be deemed to have been paid
such wages in equal parts in nine calendar years after 1986
and prior to 1951;

(ii) exceed $27,000 and are less than $42,000 shall be deemed
to have been paid (I) $8,000 in each of such number of calen-
dar years after 1986 and prior to 1951 as is equal to tihe integer
derived by dividing such total wages by $8,000, and (II) the
excess of such total wages over the product of $3,000 times
such integer, in an additional calendar year in such period; or

(iii) are at least $42,000 shall be deemed to have been paid
$8,000 in each of the fourteen calendar years after 1986 and
prior to 1951.

(C) For the purposes of subparagraph (B), "total wages prior
to 1951" with respect to an individual means the sum of (i) re-
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muneaton credited to such individual prior to 1951 on the records
of the Secretary, (ii) wages deemed paid prior to 1951 to such
individual under section 917, (Iii) compensation under the Rail-
road Retirement Act of 1987 prior to 1951 creditable to him pur-
suant to this title, and (iv) wages deemed paid prior to 1951 to
such individual under section 281.

(D) The individual's primary insurance benefits shall be 45.6
per centumn of the first $50 of his averae monthly wage as com-
puted under this subsection, plus 114 per centum of the next $200
of such average monthly wage.

(9) The provisions of this subsection shall be applicable only in the
cas 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
after 1090 and with respect to whom les than sx of the quar-
ten elapsing after 1950 are quarters of coverage, or who attained
such age before 1951; and

(0) (1) 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
under section 202(a) or 228, or

(iii) whose primary insurance amount is required to be recom-
puted under secton 915 (f) (9) or (6), or section 281.

(8) The provisions of this subsection as in effect prior to the enact-
ment of the Social Security Amendments of 1987 shall be applicable
in the case of an individual-

(A) who attained age 21 after 1986 and prior to 1951, or
(B) who had a period of disability which began prior to 1951,

but only if the primary inmuace amount resulting therefrom is
higher than the primary insurance amount resulting from the ap.
plication of this section (as amended by the Social Security
Amendments of 1987) and section 220.

Certain Wag d a e"-Efrpio•ent Inuc= Not To Be Counted
(e) For the purposes of subsections (b) and (d)-

(1) in computing an individual's average monthly wage there
shall not be counted the excess over $8,600 in the case 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 $,800 in the case of any calendar year after 1958
and before 1988, the excess over $6,600 in the case of any calendar
year after 1985 and before 198, the excess over $7,80 in the case
of any calendar year after 1967 and before 1979, the excess over

in
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$9,000 in the case 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 280)1 in the case of any calendar year after 1974 with re-
spect to which such contribution and benefit base is effective of
(A) the wages paid to him in such year, plus (B) the self-employ-
meat income credited to such year (as determined under section
212) ; and

(2) if an individual's average monthly wage computed under
subsection (b) or for the purposes of subsection (d) is not a multi-
ple of $1, it shall be reduced to the next lower multiple of $1.

Recomputatlon of Benefits
(f) (1) After an individual's primary insurance amount has been

determined under this section, there shall be no recomputation of such
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who died prior to
July 27,1954, as provided in section 217 (b).

(2) If an individual has wages or self-employment income for a year
after 1965 for any part of which he is entitled to old-age insurance
benefits, the Secretary shall, at such time or times and within such
period as he may by regulations prescribe, recompute such individual's
primary insurance amount with respect to each year. Such recom-
putation shall be made as provided in subsections (a) (1) (A) and
(C) and (a) (8), as though the year with respect to which such re-
computation is made is the last year of the period specified in subsec-
tion (b) (2) (C). A recomputation under this paragraph with respect
to any year shall be effective-

(A) in the case of an individual who did not die in such year,
for monthly benefits beginning with benefits for January of the
following year; or

(B) in the case of an individual who died in such year, for
monthly benefits beginning with benefits for the month in which
he died.

(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 1961 or (if he died
1 $14100 for 1ot ; $1500 for 19SM
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without filing such application and such death occurred prior to Janu-
ary 1961) by a person entitled to monthly benefits on the bases of such
individual's wages and self-employment income, the Secretary shall
recompute such individual's primary insurance amount, Such recom-
putation shall be made in the manner provided In the preceding sub-
sections of this section (other than subsection (b) (4) (A)) for com-

•$ putation 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
by such individual, for and after the first month in which he became
entitled to old-age insurance benefits, and (B) in the case of an appli-
cation filed by any other person, for and after the month in which such
person who filed such application for recomputation became entitled
to such monthly benefits. No recomputation under this paragraph pur-
suant to an application filed after such individual's death shall affect
the amount of the lump-sum death payment under subsection (i) of
section 202, and no such recomputation shall render erroneous any
such payment certified by the Secretary prior to the effective date of
the recomputation.

(4) Any recomputation under this subsection shall be effective only
if such recomputation results in a higher primary insurance amount. I

(5) In the case of a man who became entitled to old-age insurance
benefits and died before the month in which he attained age 65, the
Secretary shall recompute his primary insurance amount as provided
in subsection (a) as though he became entitled to old-age insurance
benefits in the month in which he died; except that (I) his computa-
tion base years referred to in subsection (b) (2) shall include the year
in which he died, and (ii) his elapsed years referred to in subsection
(b) (8) shall not include the year in which he died or any year there-

after. Such recomputation of such primary insurance amount shall be
effective for and after the month in which he died.

S (6), Upon the death after 1967 of an individual entitled to benefits
under section 202(a) or section 223, if any person is entitled to
monthly benefits or a lump-sum death payment, on the wages and self-
employment income of such individual, the Secretary shall recompute
the decedent's primary insurance amount, but only if the decedent
during his lifetime was paid compensation which was treated under
section 205(o) as remuneration for employment.

Rounding of Benefits

(g) The amount of any primary insurance amount and the amount
of any monthly benefit computed under section 202 or 228 which (after
reduction under section 208 (a) and deductions under section 208 (b))

ETCOPY AVAIM



133 SW. 2150)

is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10.

(h) (1) Notwithstanding the provisions of subchapter IMI of chap-
tar 88 of title 5, United States Code, remuneration paid for services to
which the provisions of section 210(1) (1) of this Act are applicable
and which is performed by an individual as a commissioned officer of
the Reserve Corps of the Public Health Service prior to July 1,1960,
shall not be included in computing entitlement to or the amount of any
monthly benefit under this title, on the basis of his wages and self-
employment income, for any month after June 1960 and prior to the
first month with respect to which the Civil Service Commission certi-
fies to the Secretary that, by reason of a waiver filed as provided in
paragraph (2), no further annuity will be paid to him, his wife, and
his children, or, if he has died, to his widow and children, under sub-
chapter M of chapter 88 of title 5, United States Code, on the basis
of such service

(2) In the case of a monthly benefit for a month prior to that in
which the individual, on whose wages and self-employment income
such benefit is based, dies, the waiver must be filed by such individual;
and such waiver shall be irrevocable and shall constitute a waiver on
behalf of himself, his wife, and his children. If such individual did not
file such a waiver before he died, then in the case of a benefit for the
month in which he died or any month thereafter, such waiver must be
filed by his widow, if 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-Livfn Increases in Benefits
(1) (1) For purposes of this subsection-

(A) the term "base quarter" means (i) the calendar quarter
ending on March 31 in each year after 1974, or (ii) any other cal-
endar quarter in which occurs the effective month of a general
benefit increase under this title;

(B) the term "cost-of-living computation quarter" means a base
quarter, as defined in subparagraph (A) (i), in which the Con-
sumer Price Index prepared by the Department of Labor exceeds,
by not less than 3 per centum, such Index in the later of (i) the
last prior cost-of-living computation quarter which was estab-
lished under this subparagraph, or (ii) the most recent calendar
quarter in which occurred the effective month of a general benefit
increase under this title; except that there shall be no cost-of-
living computation quarter in any calendar year if in the year
prior to such year a law has been enacted providing a general
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benefit increase under this title or if in such prior year such a
general benefit increase becomes effective; and

(0) the Consumer Price Index for a baan quarter, i coWof-
living computation quarter, or any other calendar quarter shall
be the arithmetical mean of such index for the 8 months in such
quarter.

, (2) (A) (1) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B)) whether the base
quarter (as defined in paragraph (1) (A) (I)) in such year is a cost-of-
living computation quarter.

(ii) If the Secretary determines that the base quarter in any year
is a cost-of-living computation quarter, he shall, effective with the
month of June of such year as provided in subparagraph (B), increase
the benefit amount of each individual who for such month is entitled
to benefits under section 227 or 28, and the primary insurance amount
of each other Individual under this title (but not including a primary
insurance amount determined under subsection (a) (8) of this section),
by an amount derived by multiplying each such amount (including
each such individual's primary insurance amount or benefit amount
under section 227 or 228 as previously increased under this subpara-
graph) by the same percentage (rounded to the nearest one-tenth of 1
percent) as the percentage by which the Consumer Price Index for
such cost-of-living computation quarter exceeds such index for the
most recent prior calendar quarter which was a base quarter under
paragraph (1) (A) (ii) or, if later, the most recent cost-of-living com-
putation quarter under paragraph (1) (B). Any such increased amount
which is not a multiple of $0.10 shall be increased to the next higher
multiple of $0.10.

(B) The increase provided by subparagraph (A) with respect to a
particular cost-of-living computation quarter shall apply in the case
of monthly benefits under this title for months after May of the calen-
dar year in which occurred such cost-of-living computation quarter,
and in the case of lump-sum death payments with respect to deaths
occurring after May of such calendar year.

(C) (I) Whenever the level of the Consumer Price Index as pub-
lished for any month exceeds by 2.5 percent or more the level of such
index for the most recent base quarter (as defined in paragraph (1)
(A) (ii)) or, if later, the most recent cost-of-living computation quar-
ter, the Secretary shall (within 5 days after such publication) report
the amount of such excess to the House Committee on Ways and
Means and the Senate Committee on Finance.

(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he shall
notify the House Committee on Ways and Means and the Senate Corn
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mittee on Finance of such determination within 80 days after the close
of such quarter, indicating the amount of the benefit increase to be pro-
vided, his estimate of the extent to which the cost of such increase
would be met by an increase in the contribution and benefit base under
section 280 and the estimated amount of the increase in such base, the
actuarial estimates of the effect of such increase, and the actuarial as-
sumptions and methodology used in preparing such estimates.

(D) If the Secretary determines that a base quarter in a calendar
year is also a cost-of-living computation quarter, 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 deter-
mined as follows:

(i) The headings of the table shall be the same as the headings
in the table immedinatly 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 spbparagraph,
shall be the same as the amounts appearing in each such column
in the table immediately prior to its revision.

(iii) The amount on each line of column II shall be changed
to the amount shown on the corresponding line of column IV
of the table immediately prior to its revision.

(iv) The amounts on each line of column IV and column V
shall be increased from the amounts shown in the table immedi-
ately prior to its revision by increasing each such amount by the
percentage specified in subparagraph (A) (ii) of this paragraph.
The amount on each line of column V shall be increased, if neces-
sary, so that such amount is at least equal to one and one-half
times the amount shown on the corresponding line in column IV.
Any such increased amount which is not a multiple of $0.10 shall
be increased to the next higher multiple of $0.10.

(v) If the contribution and benefit base (determined under
section 230) for the calendar year in which the table of benefits is
revised is lower than such base for the following calendar year,
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columns MI, IV, and V of such table shall be extended. The
amounts on each additional line of column MI shall be the amounts
on the preceding line increased by$ 5 until in the lastsuch line of
column IMI the second figure is equal to one-twelfth of the new
contribution and benefit base for the calendar year following 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 equal to the last line of such column as deter-
mined under clause (iv) plus 20 percent of one-twelfth of the
excem of the new contribution and benefit base for the calendar
year following the calendar year in which such table of benefits is
revised (as determined under section 230) 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

(8) As used in this subsection, the term "general benefit increase
under this title" means an increase (other than an increase under this
subsection) in all primary insurance amounts on which monthly in-
surance benefits under this title are based.

Other Definitions

See. 216. For the purposes of this title-

(a) [Repealed.]
wife

(b) The term "wife" means the wife of an individual, but only if
she (1) is the mother of his son or daughter, (2) was married to him
for a period of not less than one Year immediately preceding the day
on which her application is filed, or (8) in the month prior to the
month of her marriage to him (A) was entitled to, or on application
therefor and attainment of age 62 in such prior month would have
been entitled to, benefits under subsection (b), (e), or (h) of section
202, (B) had attained age eighteen and was entitled to, or on applica-
tion therefor would have been entitled to, benefits under subsection
(d) of such section (subject, however, to section 202(s)), or (C) was
entitled to, or upon application therefor and attainment of the re-
quired age (if any) would have been entitled to, a widow's, child's
(after attainment of age 18), or parent's insurance annuity under sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.
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Widow

(c) The term "widow" (except when used in section 202(i)) means
the surviving wife of an individual, but only if (1) she is the mother
of his son or daughter, (2) she legally adopted his son or daughter
while she was married to him and while such son or daughter was
under the age of eighteen, (8) he legally adopted her son or daughter
while she was married to him and while such son or daughter was
under the age of eighteen, (4) she was married to him at the time
both of them legally adopted a child under the age of eighteen, (5)
she was married to him for a period of not less than nine months
immediately prior to the day on which he died, or (6) in the month
prior to the month of her marriage to him (A) she was entitled to,
or on application therefor and attainment of age 62 in such prior
month would have been entitled to, benefits under subsection (b),
(e), or (h) of section 202, (B) sihe had attained age eighteen and
was entitled to, or on application therefor would have been entitled
to, benefits under subsection (d) of such section (subject, however,
to section 202(s)), or (C) she was entitled to, or iipon application
therefor and attainment of the required age (if any) would have
been entitled to, a widow's, child's (after attainment of age 18), or
parent's insurance annuity under section 2 of the Railroad Retirement
Act of 1974, as amended.

Divorced Wives; Divorce

(d) (1) The term "divorced wife" means a woman divorced from
an individual, but only if she had been married to such individual for
a period of 20 years immediately before the date the divorce became
effective.

(2) The term "surviving divorced wife" means a woman divorced
from an individual who has died, but only if she had been married
to the individual for a period of 20 years immediately before the date
the divorce became effective.

(8) The term "surviving divorced mother" means a woman di-
vorced from an individual who has died, but only if (A) she is the
mother of his son or daughter, (B) she legally adopted his son or
daughter while she was married to him and while such son or daughter
was under the age of 18, (C) he legally adopted her son or daughter
while she was married to him and while such son or daughter was
under the age of 18, or (D) she was married to him at the time both
of them legally adopted a child under the age of 18.

(4) The terms "divorce" and "divorced" refer to a divorce a vin-
cubo matrimonii.
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idhm
(e) The term "child" means (1) the child or legally adopted child

of an individual, (2) a stepchild who has been such stepchild for
not Iea than one year immediately preceding the day on which appli-
cation for child's insurance benefits is filed or (if the insured individual
is deceased) not less than nine months immediately preceding the
day on which such individual died, and (8) a person who is the grand-
child or stepgrandchild of an individual or his spouse, but only if (A)
there was no natural or adoptive parent (other than such a parent
who was under a disability, as defined in section 228(d)) of such per-
son living at the time (i) such individual became entitled to old-age
insurance benefits or disability insurance benefits or died, or (ii) if
such individual had a period of disability which continued until such
individual became entitled to old-age insurance benefits or disability
insurance benefits, or died, at the time such period of disability began,
or (B) such person was legally adopted after the death of such indi-
vidual by such individual's surviving spouse in an adoption that was
decreed by a court of competent jurisdiction within the United States
and such person's natural or adopting parent or stepparent was not
living in such individual's household and making regular contributions
toward such person's support at the time such individual died. For
purposes of clause (1), a person shall be deemed, as of the date of death
of an individual, to be the legally adopted child of such individual if
such person was at the time of such individual's death living in such
individual's household and was legally adopted by such individual's
surviving spouse after such individual's death but only if (A) pro-
ceedings for the adoption of the child had been instituted by such indi-
vidual before his death, or (B) such child was adopted by such indi-
vidual's surviving spouse before the end of two years after (i) the
day on which such individual died or (if) the date of enactment of
the Social Security Amendments of 1958; except that this sentence
shall not apply if at the time of such individual's death such person
was receiving regular contributions toward his support from someone
other than such individual or his spouse, or from any public or private
welfare 'organization which furnishes services or assistance for chil-
dren. For- purposes of clause- (2), a person who is not the stepchild
of an individual shall be deemed the stepchild of such individual if
such individual was not the mother or adopting mother or the father
or adopting father of such person and such individual and the mother
or adopting mother, or the father or adopting father as the case may
be, if such person went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of subsection (h) (1) (B), would have
been a valid marriage.
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HuWAMs
(f) The term "husband" means the husband of an individual, but

only if (1) he is the father of her son or daughter, (2) he was married
to her for a period of not less than one year immediately preceding the
day on which his application is filed, or (8) in the month prior to the
month of his marriage to her (A) he was entitled to, or on applica-
tion therefor and attainment of age 62 in such prior month would
have been entitled to, benefits under subsection (f), or (h) of section
202, (B) he had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under sub.
section (d) of such section (subject, however, to section 202(s)), or
(C) he was entitled to, or upon application therefor and attainment of
the required age (if any) he would have been entitled to, a widower's,
child's (after attainment of age 18), or parents' insurance annuity
under section 2 of the Railroad Retirement Act of 1974, as amended.

Widower
(g) The term "widower" (except when used in section 202(i))

means the surviving husband of an individual, but only if (1) he is the
father of her son or daughter, (2) he legally adopted her son or daugh-
ter while he was married to her and while such son or daughter was
under the age of eighteen, (8) she legally adopted his son or daughter
while he was married to her and while such son or daughter was under
the age of eighteen, (4) he was married to her at the time both of them
legally adopted a child under the age of eighteen, (5) he was married
to her for a period of not less than nine months immediately prior
to the day on which she died, or (6) in the month before the month of
his marriage to her (A) he was entitled to, or on application there-
for and attainment of age 62 in such prior month would have been
entitled to, benefits under subsection (f), or (h) of section 20, (B)
he had attained age eighteen and was entitled to, or on application
therefor would have been entitled to, benefits under subsection (d)
of such section (subject, however, to section 202(s)), or (C) he was
entitled to, or on application therefor and attainment of the required
age (if any) he would have been entitled to a widower's, child's
(after attainment of age 18), or parent's insurance annuity under sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.

Determination of Family Status
(h) (1) (A) An applicant is the wife, husband, widow, or widower

of a fully or currently insured individual for purposes of this title if
the courts of the State in which such insured individual is domiciled
at the time such applicant files an application, or., if such insured indi-
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vidual is dead, the courts of the State in which he was domiciled at the
time of death, or, if such insured individual is or was not so domiciled
in any State, the courts of the District of Columbia, would find that
such applicant and such insured individual were validly married at
the time such applicant files such application or, if such insured indi-
vidual is dead, at the time he died. If such courts would not find that
such applicant and such insured individual were validly married at
such time, such applicant shall, nevertheless be deemed to be the wife,
husband, widow, or widower, as the case may be, of such insured indi-
vidual if such applicant would, under the laws applied by such courts
in determining the devolution of interstate personal property, have the
same status with respect to the taking of such property as a wife, hus-
band, widow, or widower of such insured individual.

(B) In any case where under subparagraph (A) an applicant is not
(and is not deemed to be) the wife, widow, husband, or widower of a
fully or currently insured individual, or where under subsection (b),
(c), (f), or (g) such applicant is not the wife, widow, husband, or
widower of such individual, but it is established to the satisfaction of
the Secretary that such applicant in good faith went through a mar-
riage ceremony with such individual resulting in a purported mar-
riage between them which, but for a legal impediment not known to
the applicant at the time of such ceremony, would have been a valid
marriage, and such applicant and the insured individual were living
in the same household at the time of the death of such insured indi-
vidual or (if such insured individual is living) at the time such appli-
cant files the application, then, for purposes of subparagraph (A) and
subsections (b), (c), (f), and (g), such purported marriage shall be
deemed to be a valid marriage. The provisions of the preceding sen-
tence shall not apply (i) if another person is or has been entitled to
a benefit under subsection (b), (c), (e), (f), or (g) of section 202
on the basis of the wages and self-employment income of such insured
individual and such other person is (or is deemed to be) a wife, widow,
husband, or widower of such insured individual under subparagraph
(A) at the time such applicant files the application, or (ii) if the
Secretary determines, on the basis of information brought to his atten-
tion, that such applicant entered into such purported marriage with
such insured individual with knowledge that it would not be a valid
marriage. The entitlement to a monthly benefit under subsection (b),
(c, (a), (f), or (g) of section 202, based on the wages and self-em-
ployment income of such insured individual, of a person who would
not be deemed to be a wife, widow, husband, or widower of such in-
sured individual but for this subparagraph, shall end with the month
before the month (i) in which the Secretary certifies, pursuant to
section 205(i), that another person is entitled to a benefit under sub-
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section (b), (c), (e), (f), or (g) of section 202 on the basis of the
wages and self-employment income of such insured individual, if such
other person is (or is deemed to be) the wife, widow, husband, or
widower of such insured individual under subparagraph (A), or (ii)
if the applicant is entitled to a monthly benefit under subsection (b)
or (c) of section 202, in which such applicant enteiJ into a mar-

•. riage, valid without regard to this subparagraph, with a person other
than such insured individual. For purposes of this subparagraph, a
legal impediment to the validity of a purported marriage includes
only an impediment (i) resulting from the lack of dissolution of a pre-
vious marriage or otherwise arising out of such previous marriage or
its dissolution, or (ii) resulting from a defect in the procedure fol-
lowed in connection with such purported marriage.

(2) (A) In determining whether an applicant is the child or parent
of a fully or currently insured individual for purposes of this title,
the Secretary shall apply such law as would be applied in determining
the devolution of intestate personal property by the courts of the
State in which such insured individual is domiciled at the time such
applicant files application, or, if such insured individual is dead, by
the courts of the State in which he was domiciled at the time of his
death, or, if such insured individual is or was not so domiciled in any
State, by the courts of the District of Columbia. Applicants who ac-
cording to such law would have the same status relative to taking
intestate personal property as a child or parent shall be deemed such.

(B) If an applicant is a son or daughter of a fully or currently
insured individual but is not (and is not deemed to be) the child of
such insured individual under subparagraph (A), such applicant shall
nevertheless be deemed to be tbz child of such insured individual if
such insured individual and the mother or father, as the case may be,
of such applicant went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of paragraph (1) (B), would have been a
valid marriage.

(8) An applicant who is the son or daughter of a fully or currently
insured individual, but who is not (and is not deemed to be) the child
of such insured individual under paragraph (2), shall nevertheless be
deemed to be the child of such insured individual if:

(A) in the case of an insured individual entitled to old-age
insurance benefits (who was not, in the month preceding such
entitlement, entitled to disability insurance benefits)-

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter,
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(H) has been decreed by a court to be the father of
the applicant, or

(MI) has been ordered by a court to contribute to the
support of the applicant because the applicant is his son
or daughter,

and such acknowledgement, court decree, or court order was
made not less than one year before such insured individual
became entitled to old-age insurance benefits or attained age
05, whichever is earlier; or

(Hi) such insured individual is shown by evidence satisfac-
tory to the Secretary to be the father of the applicant and was
living with or contributing to the support of the applicant
at the time such insured individual became entitled to bene-
fits or attained age 65, whichever first occurred;

(B) in the case of an insured individual entitled to disability
insurance benefits, or who was entitled to such benefits in the
month preceding the first month for which he was entitled to old-
age insurance benefits-

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter,
(II) has been decreed by a court to be the father of

the applicant, or
(ITT) has been ordered by a court to contribute to the

support of the applicant because the applicant is his tmn
or daughter,

and such acknowledgement, court decree, or court order was
made before such insured individual's most recent period of
disability began; or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the applicant and
was living with or contributing to the support of that appli-
cant at the time such period of disability began;

(C) in the case of a deceased individual-
(i) such insured individual-

(I) had acknowledged in writing that the applicant is
his son or daughter,

(HI) had been decreed by a court to be the father of
the applicant, or

(III) had been ordered by a court to contribute to the
support of the applicant because the applicant was his
son or daughter,

and such acknowledgement, court decree, or court order was
made before the death of such insured individual, or
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(ii) such insured individual is shown by evidence satis-
factory to the Secretary to have been the father of the appli-
cant, and such insured individual was living with or contrib.
uting to the support of the applicant at the time such insured
individual- died.

Dkaabmty; Period of Diabity
(1) (1) Except for purposes of section 202(d), W20(e), 202(f), 228,

and 20, the term "disability" means (A) inability to engage in any
substantial gainful activity by reason of any medically determinable
physical or mental impairment which can be expected to result in
death or has lasted or can be expected to last for a continuous period
of not less than 12 months, or (B) blindness; and the term "blindness"
means central visual acuity of 20/200 or less in the better eye with the
use of correcting lens. An eye which is accompanied by a limitation
in the field of vision such that the widest diameter of the visual field
subtends an angle no greater than 20 degrees shall be considered for
purposes of this paragraph as having a central visual acuity of 20/200
or less. The provisions of paragraphs (2) (A), (8), (4), and (5) of
section 228(d) shall be applied for purposes of determining whether
an individual is under a disability within the meaning of the first
sentence of this paragraph in the same manner as they am applied for
purposes of paragraph (1) of such section. Nothing in this title shall
be construed as authorizing the Secretary or any other officer or
employee of the United States to interfere in any way with the prac-
tice of medicine or with relationships between practitioners of medi-
cine and their patients, or to exercise any supervision or control over
the administration or operation of any hospital

(2) (A) The term "period of disability" means a continuous period
(beginning and ending as hereinafter provided in this subsection)
during which an individual was under a disability (as defined in
paragraph (1)), but only if such period is of not less than five full
calendar months' duration or such individual was entitled to benefits
under section 228 for one or more months in such period.

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

In the case of a deceased individual, the requirement of an appli-
cation under the preceding sentence may be satisfied by an application
for a disability determination filed with respect to such individual
within 8 months after the month in which he died.
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(C) A period of disability shall begin-
(i) on the day the disability began, but only if the individual

satisfies the requirements of paragraph (8) on such day; or
(01) if such individual does not satisfy the requirements of

paragraph (8) on such day, then on the first day of the first quar-
ter thereafter in which he satisfies such requirements.

(D) A period of disability shall end with the close of whichever
of the following months is the earlier: (i) the month preceding the
month in which the individual attains age 65, or (ii) the second month
following the month in which the disability cease

(B) Except as is otherwise provided in subparagraph (F), no appli-
cation for a disability determination which is filed more than 12
months after the month prescribed by subparagraph (D) as the month
in which the period of disability ends (determined without regard to
subparagraph (B) and this subparagraph) shall be accepted as an ap-
plication for purposes of this paragraph.

(F) An application for a disability determination which is filed
more than 12 months after the month prescribed by subparagraph (D)
as the month in which the period of disability ends (determined with-
out regard to subparagraphs (B) and (E)) shall be accepted as an
application for purposes of this paragraph if-

(i) in the case of an application filed by or on behalf of an
individual with respect to a disability which ends after the month
in which the Social Security Amendments of 1967 is enacted, such
application is filed not more than 86 months after the month in
which such disability ended, such individual is alive at the time
the application is filed, and the Secretary finds in accordance
with regulations prescribed by him that the failure of such indi-
vidual to file an application for a disability determination within
the time specified in subparagraph (B) was attributable to a
physical or mental condition of such individual which rendered
him incapable of executing such an application, and

(ii) in the case of an application filed by or on behalf of an
individual with respect to a period of disability which ends in or
before the month in which the Social Security Amendments of
1967 as enacted,

(I) such application is filed not more than 12 months
after the month in which the Social Security Amendments of
1967 is enacted,

(Ii) a previous application for a disability determination
has been filed by or on behalf of such individual (1) in or
before the month in which the Social Security Amendments
of 1967 is enacted, and (2) not more than 86 months after the
month in which his disability ended, and
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(MII) the Secretary finds in mordance with regulations

prescribed by him, that the failure of such individual to file
an application within the then specified time period was at-
tributable to a physical or mental condition of such individ.
ual which rendered him incapable of executing such an
application,

SIn making a determination under this subsection, with respect to the
disability or period of disability of any individual whose application
for a determination thereof is accepted solely by reason of the provi-
sions of this subparagraph (F), the provisions of this subsection (other
than the provisions of this subparagraph) shall be applied as such
provisions are in effect at the time such determination is made.

(G) An application for a disability determination filed before the
first day on which the applicant satisfies the requirements for a
period of disability under this subsection shall be deemed a valid
application only if the applicant satisfies the requirements for a period
of disability before the Secretary makes a final decision on the ap-
plication. If upon final decision by the Secretary, or decision upon
judicial review thereof, such applicant is found to satisfy such re-
quirements, the application shall be deemed to have been filed on such
first day.

(8) The requirements referred to in clauses (i) and (ii) of para-
graph (2) (C) are satisfied by an individual with respect to any quar-
ter only if-

(A) he would have been a fully insured individual (as defined
in section 214) had he attained age 62 and filed application for
benefits under section 202 (a) on the first day of such quarter; and

(B) (I) he had not less than 20 quarters of coverage during the
40-quarter period which ends with such quarter, or

(ii) if such quarter ends before he attains (or would attain)
age 81 not less than one-half (and not less than 6) of the quarters
during the period ending with such quarter and beginning after
he attained the age of 21 were quarters of coverage, or (if the
number of quarters in such period is less than 12) not less than
6 of the quarters in the 12-quarter period ending with such quar-
ter were quarters of coverage, except that the provisions of sub-
paragraph (B) of this paragraph shall not apply in the case of
an individual who is blind (within the meaning of "blindness" as
defined in paragraph (1)).

For purposes of subparagraph (B) of this paragraph, when the
number of quarters in any period is an odd number, such manner shall
be reduced by one, and a quarter shall not be counted as part of any
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period if any part of such quarter was included in a prior period of
disability unless such quarter was a quarter of coverage.

(4) [p e
Periods of Umitations Ending on NoRwork Dans

(j) Where this title, any provision of another law of the United
'• States (other than the Internal Revenue Code of 1954) relating to or

changing the effect of this title, or any regulation issued by the Secreo
tary pursuant thereto provides for a period within which an act is
required to be done which affects eligibility for or the amount of any
benefit or payment under this title or is necessary to establish or pro.
tect any rights under this title, and such period ends on a Satur-
day, Sunday, or legal holiday, or on any other day all or part of which
is declared to be a nonwork day for Federal employees by statute or
Executive order, then such act shall be considered as done within such
period if it is done on the first day thereafter which is not a Saturday,
Sunday, or legal holiday or any other day all or part of which is
declared to be a nonwork day for Federal employees by statute or
Executive order. For purposes of this subsection, the day on which a
period ends shall include the day on which an extension of such period,
as authorized by law or by the Secretary pursuant to law, ends. The
provisions of this subsection shall not extend the period during which
benefits under this title may (pursuant to section 202 (j) (1) or 22 (b) )
be paid for months prior to the day application for such benefits is
filed, or during which an application for benefits under this title
may (pursuant to section 202(j) (2) or 228(b)) be accepted as such.
Waiver of Nine-Month Requirement for Widow, Stepchild, or Widower in Case

of Accidental Death or in Case of Serviceman Dying in Line of Duty, or in
Case of Remarriqe to the Same Individual
(k) The requirement in clause (5) of subsection (c) or clause (5)

of subsection (g) that the surviving spouse of an individual have been
married to such individual for a period of not less than nine months
immediately prior to the day on which such individual died in order
to qualify as such individual's widow or widower, and the require-
ment in subsection (e) that the stepchild of a deceased individual have
been such stepchild for not less than nine months immediately preced-
ing the day on which such individual died in order to qualify as such
individual's child, shall be deemed to be satisfied, where such individ.
ual dies within the applicable nine-month period, if-

(1) his death-
(A) is accidental, or
(B) occurs in line of duty while he is a member of a uniformed

service serving on active duty (as defined in section 210(l) (2)),
unless the Secretary determines that at the time of the marriage in-
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volved the individual could not have reasonably been expected to live
for nine months, or

(2) (A) the widow or widower of such individual had been previ-
ously married to such individual and subsequently divorced and such
requirement would have been satisfied at the time of such divorce if
such previous marriage had been terminated by the death of such
individual at such time instead of by divorce; or

(B) the stepchild of such individual had been the stepchild of such
individual during a previous marriage of such stepchild's parent to
such individual which ended in divorce and such requirement would
have been satisfied at the time of such divorce if such previous mar-
riage had been terminated by the death of such individual at such
time instead of by divorce; except that paragraph (2) of this sub-
section shall not apply if the Secretary determines that at the time of
the marriage involved the individual could not have reasonably been
expected to live for nine months. For purposes of paragraph (1) (A) of
this subsection, the death of an individual is accidental if he receives
bodily injuries solely through violent, external, and accidental means
and, as a direct result of the bodily injuries and independently of all
other causes, loses his life not later than three months after the day
on which he receives such bodily injuries.

Benefits In Case of Veterans
Se&. 217. (a) (1) For purposes of determining entitlement to and

the amount of any monthly benefit for any month after August 1950,
or entitlement to and the amount of any lump-sum death payment in
case of a death after such month, payable under this title on the basis
of the wages and self-employment income of any World War II vet-
eran, and for purposes of section 216(i) (8), such veteran shall be
deemed to have been paid wages (in addition to the wages, if any,
actually paid to him) of $160 in each month during any part of which
he served in the active military or naval service of the United States
during World War II. This subsection shall not be applicable in the
case of any monthly benefit or lump-sum death payment if--

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump sum
unless it- is a commutation of, or- a substitute for, periodic pay-
ments) which is based, in whole or in part, upon the active mili-
tary or naval service of such veteran during World War II is
determined by any agency or wholly owned instrumentality of the
United States (other than the Veterans' Administration) to be
payable by it under any other law of the United States or under
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a system established by such agency or instrumentality. The pro-
visions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its applica-
tion would reduce by $1.50 or less the primary insurance amount
(as computed under section 215 prior to any recomputation thereof
pursuant to subsection (f) of such section) of the individual on
whose wages and self-employment income such benefit or payment
is based. The provisions of clause (B) shall also not apply for
purposes of section 216(1) (8).

(2) Upon application for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any World War
I1 veteran, the Secretary of Health, Education, and Welfare shall
make a decision without regard to clause (B) of paragraph (1) of this
subsection unless he has been notified by some other agency or instru-
mentality of the United States that, on the basis of the military or
naval service of such veteran during World Wa, H, a benefit described
in clause (B) of paragraph (1) has been determined by such agency
or instrumentality to be payable by it. If he has not been so notified,
the Secretary of Health, Education, and Welfare shall then ascertain
whether some other agency or wholly owned instrumentality of the
United States has decided that a benefit described in clause (B) of
paragraph (1) is payable by it. If any such agency or instrumentality
has decided, or thereafter decides, that such a benefit is payable by it,
it shall so notify the Secretary of Health, Education, and Welfare, and
the Secretary shall certify no further benefits for payment or shall
recompute the amount of any further benefits payable, as may be
required by paragraph (1) of this subsection.

(8) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on military or naval service during World War II shall, at the
request of the Secretary of Health, Education, and Welfare, certify
to him, with respect to any veteran such information as the Secretary
deems necessary to carry out his functions under paragraph (2) of
this subsection.

(b) (1) Any World War II veteran who died during the period of
three years immediately following his separation from the active mili-

-tary or naval service of the United States shall be deemed to have
died a fully insured individual whose primary insurance amount is
the amount determined under section 215(c). Notwithstanding sec-
tion 215(d), the primary insurance benefit (for purposes of section
215(e)) of such veteran shall be determined as provided in this title
as in effect prior to the enactment of this section, except that the 1 per
centum addition provided for in section 209(e)-(2) of this Act as in
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effect prior to the enactment of this section shall be applicable only
with respect to calendar years prior to 195L This subsection shall not
be applicable in the case of any monthly benefit or lump-sum death
payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application;

(B) any pension or comp n is determined by the Vet-
erans' Administration to be payable by it on the basic 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.

(2), Upon an application for benefits or a lump-sum death payment
on the basis of the wages and self-employment income of any World
War II veteran, the Secretary of Health, Education, and Welfare
shall make a decision without regard to paragraph (1) (B) of this sub-
section unless he has been notified by the Veterans' Administration
that pension or compensation is determined to be payable by the Vet-
erans' Administration by reason of the death of such veteran. The
Secretary of Health, Education, and Welfare shall thereupon report
such decision to the Veterans' Administration. If the Veterans' Ad-
ministration in any such case has made an adjudication or thereafter
makes an adjudication that any pension or compensation is payable
under any law administered by it, it shall notify the Secretary of
Health, Education, and Welfare, and the Secretary shall certify no
further benefits for payment, or shall recompute the amount of any
further benefits payable, as may be required by paragraph (1) of this
subsection. Any payment theretofore certified by the Secretary of
Health, Education, and Welfare on the basis of paragraph (1) of this
subsection to any individual, not exceeding the amount of any accrued
pension or compensation payable to him by the Veterans' Administra-
tion, shall (notwithstanding the provisions of section 8101 of title 38,
United States Code) be deemed to have been paid to him by such

Administration on account of such accrued pension or compensation.
No such payment certified by the Secretary of Health, Education, and
Welfare, and no payment certified by him for any month prior to the
first month for which any pension or compensation is paid by the
Veterans' Administration shall be deemed by reason of this subsection
to have been an erroneous payment.

(c) In the case of any World War 1I veteran to whom subsection
(a) is applicable, proof of support required under section M2(h) may
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be fld by a parent at any time prior to July 1951 or prior to the
expiration of two years after the date of the death of such veteran,
whichever is the later.

(d) For the purposes of this section--
(1) The term "World War 11" means the period beginning with

September 16,1940, and ng at the close of July 94,1947,.
(2) The term "World War II veteran" means any individual

who served in the active military or naval service of the United
States at any time during World War II and who, if discharged
or released therefrom, was so discharged or released under condi-
tions other than dishonorable after active service of ninety days or
more or by reason of a disability or injury incurred or aggravated
in service In line of duty; but such term shall not include any indi-
vidual who died while in the active military or naval service of
the United States if his death was inflicted (other than by an
enemy, of the United States) as lawful punishment for a military
or naval offense.

(e) (1) For purposes of determining entitlement to and the amount
of any monthly benefit or lump-sum death payment payable under this
title on the basis of the wages and self-employment income of any vet-
eran (as defined in paragraph (4)), and for purposes of section 216(i)
(8), such veteran shall be deemed to have been paid wages (in addition
to the wages, if any, actually paid to him) of $160 in each month during
any part of which he served in the active military or naval service of
the United States on or after July 25, 1947, and prior to January 1,
1957. This subsection shall not be applicable in the case of any monthly
benefit or lump-sum death payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump sum unless
it is a commutation of, or a substitute for, periodic payments)
which is based, in whole or in part, upon the active military or
naval service of such veteran on or after July 25, 1947, and prior
to January 1,1957, is determined by an agency or wholly owned
instrumentality of the United States (other than the Veterans,
Administration) to be payable by it under any other law of the
United States or under a system established by such agency or
instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or less the primary insurance amount (as com-
puted under section 215 prior to any recomputation thereof pursuant
to subsection (f) of such section) of the individual on whose wages
and self-employment income such benefit or payment is based. The
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provisions of clause (B) shall also not apply for purposes of section
216(i) (8). In the case of monthly benefits under this title for months
after December 1956 (and any lump-sum death payment under this
title with respect to a death occurring after December 1956) based on
the wages and self-employment income of a veteran who performed
service (as a member of a uniformed service) to which the provisions

• of section 210(1) (1) are applicable, wages which would, but for the
provisions of clause (B), be deemed under this subsection to have been
paid to such veteran with respect to his active military or naval service
performed after December 1950 shall be deemed to have been paid to
him with respect to such service notwithstanding the provisions of
such clause, but only if the benefits referred to in such clause which are
based (in whole or in part) on such service are payable solely by the
Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and Geo-
detic Survey or Public Health Service.

(2) Upon application for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any veteran, the
Secretary of Health, Education, and Welfare shall make a decision
without regard to clause (B) of paragraph (1) of this subsection un-
less he has been notified by some other agency or instrumentality of the
United States that, on the basis of the military or naval service of
such veteran on or after July 25, 1947, and prior to January 1, 195t,
a benefit described in clause (B) of paragraph (1) has been deter.
mined by such agency or instrumentality to be payable by it. If he has
not been so notified, the Secretary of Health, Education, and Welfare
shall then ascertain whether some other agency or wholly owned in.
strumentality of the United States has decided that a benefit described
in clause (B) of paragraph (1) is payable by it. If any such agency or
instrumentality has decided, or thereafter decides, that such a benefit
is payable by it, it shall so notify the Secretary of Health, Education,
and Welfare, and the Secretary shall certify no further benefits for
payment or shall recompute the amount of any further benefits pay-
able as may be required by paragraph (1) of this subsection.

(8) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on military or naval service on or after July 2, 1947, and prior
to January 1, 1957, shall, at the request of the Secretary of Health,
Education, and Welfare, certify to him, with respect to any veteran,
such information as the Secretary deems necessary to carry out his
functions under paragraph (2) of this subsection.

(4) For the purposes of this subsection, the term "veteran" means
any individual who served in the active military or naval service of
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the United Stats at any time on or after July 25, 1947, and prior to
January 1, 1957, and who, if discharged or released therefrom, was
so discharged or released under conditions other than dishonorable
after active service of ninety days or more or by reason of a disability
or injury incurred or aggravated in service in line of dut.jl; but such
term shall not include any individual who died while in the active
military or naval service of the United States if his death was inflicted
(other than by an enemy of the United States) as lawful punishment
for a military or naval offense.

(f) (1) In any case where a World War II veteran (as defined in
subsection (d) (2) ) or a veteran (as defined in subsection (e) (4) ) has
died or shall hereafter die, and his widow or child is entitled under
suhapter MI of chapter 88 of title 5, United States Code, to an
annuity in the computation of which his active military or naval
service was included, clause (B) of subsection (a) (1) or clause (B)
of subsection (e) (1) shall not operate (solely by reason of such an-
nuity) to make such subsection inapplicable in the case of any monthly
benefit under section 20 which is based on his wages and self-employ-
ment income except that no such widow or child shall be entitled
under section 202 to any monthly benefit in the computation of which
such service is included by reason of this subsection (A) unless such
widow or child after December 1956 waives his or her right to re-
ceive such annuity, or (B) for any month prior to the first month
with respect to which the Civil Service Commission certifies to the
Secretary of Health, Education, and Welfare that (by reason of such
waiver) no further annuity. will be paid to such widow or child under
such subchapter III on the basis of such veteran's military or civilian
service. Any such waiver shall be irrevocable.

(2) Whenever a widow waives her right to receive such annuity
such waiver shall constitute a waiver on her own behalf; a waiver by
a legal guardian or guardians, or, in the absence of a legal guardian,
the person (or persons) who has the child in his care, of the child's
right to receive such annuity shall constitute a waiver on behalf of
such child. Such a waiver with respect to an annuity based on a vet-
eran's service shall be valid only if the widow and all children, or,
if there is no widow, all the children, waive their rights to receive
annuities under subchapter MI of chapter 88 of title 5, United States
Code$ based on such veteran's military or civilian service.

(g) (1) In September 1965, and in every fifth September thereafter
up to and including September 2010, the Secretary shall determine
the amount which, if paid in equal installments at the beginning of
each fiscal year in the period beginning-

(A) with July 1, 1965, in the case of the first such determina-
tion, and
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(B) with the July I following the determination in the CaM
of all other such detenninations,

and ending with the close of June 80, 2015, would accumulate, with
interest compounded annually, to an amount equal to the amount
needed to place each of the Trust Funds and the Federal Hospital
Insuance Trust Fund in the same position at the close of June 80,
2015, as he estimates they would otherwise be in at the close of thmt
date if section 210 of this Act as in effect prior to the Social Security
Act Amendments of 1950, and this section, had not been enacted. The
rate of interest to be used in determining such amount shall be the
rate determined under section 201(4) for public-debt obligations
which were or could have been issued for purchase by the Trust Funds
in the June preceding the September in which such determination is
made.

(2) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund-

(A) for the fiscal year ending June 80, 1966, an amount equal
to the amount determined under paragraph (1) in September
1965, and

(B) for each fiscal year in the period beginning with July 1,
1966, and ending with the close of June 80, 2015, an amount equal
to the annual installment for puch fiscal year under the most re-
cent determination under paragraph (1) which precedes such
fiscal year.

(8) For the fiscal year ending June 80, 2016, there is authorized to
be appropriated to the Trust Funds and the Federal Hospital In-
surance Trust Fund such sums as the Secretary determines would
place the Trust Funds and the Federal Hospital Insurance Trust Fund
in the same position in which they would have been at the close of
June 30, 2015, if section 210 of this Act as in effect prior to the Social
Security Act Amendments of 1950, and this section, had not been
enactedL

(4) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund annually, as benefits
under this title and part A of title XVIII are paid after June 80,2015,
such sums as the Secretary determines to be necessary to meet the
additional costs resulting from subsections (a), (b), and (e), of such
benefits (including lump-sum death payments).
Gratuitous Wage Credits for American Citizens Who Served in the Armed

Forces of AMied Countries

(h) (1) For the purposes of this section, any individual who the
Secretary finds--
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(A) served during World War II (as defined in subsection
(d) (1)) in the active military or naval service of a country which
was on September 16, 1940, at war with a country with which the
United States was at war during World War U1;

(B) entered into such active service on or before December 8,

(0) was a citizen of the United States throughout such period
of service or lost his United States citizenship solely because of
his entrance into such service;

(D) had resided in the United States for a period or periods
aggregating four years during the five-year period ending on the
day of, and was domiciled in the United States on the day of, such
entrance into such active service; and

(B) (i) was discharged or released from such service under con-
ditions other than dishonorable after active service of ninety days
or more or by reason of a disability or injury incurred or aggra-
vated in service in line of duty, or

(ii) died while in such service,
shall be considered a World War 1 veteran (as defined in subsection
(d) (2)) and such service shall be considered to have been performed
in the active military or naval service of the United States.

(2) In the case of any individual to whom paragraph (1) applies,
proof of support required under section 202 (f) or (h) may be filed
at any time prior to the expiration of two years after the date of such
individual's death or the date of the enactment of this subsection,
whichever is the later.

Voluntary Agreements for Coverage of State and Local
Employees

Purpose of Agreement
Sec. 218. (a) (1) The Secretary of Health, Education, and Welfare

shall, at the request of any State, enter into an agreement with such
State for the purpose of extending the insurance system established
by this title to services performed by individuals as employees of such
State or any political subdivision thereof. Each such agreement shall
contain such provisions, not inconsistent with the provisions of this
actionn , as the State may request.

(2) Notwithstanding section 210(a), for the purposes of this title
the term "employment" includes any service included under an agree-
ment entered into under this section.

Deflnution

(b) For the purposes of this section--
(1) The term "State" does not include the District of Columbia,

Guam or American Samoa.
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(2) The term "political subdivision" includes an instrumen-
tality of (A) a State, (B) one or more political subdivisions of a
State, or (C) a State and one or more of its political subdivisions.

(8) The term "employee" includes an officer of a State or politi-
cal subdivision.

(4) The term "retirement system" means a pension, annuity,
retirement, or similar fund or system established by a State or by
a political subdivision thereof.

(5) The term "coverage group" means (A) employees of the State
other than those engaged in performing service in connection with a
proprietary function; (B) employees of a political subdivision of a
State other than those engaged in performing service in connection
with a proprietary function; (C) employees of a State engaged in per-
forming service in connection with a single proprietary function; or
(D) employees of a political subdivision of a State engaged in per-
forming service in connection with a single proprietary function. If
under the preceding sentence an employee would be included in more
than one coverage group by reason of the fact that he performs service
in connection with two or more proprietary functions or in connection
with both a proprietary function and a nonproprietary function, he
shall be included in only one such coverage group. The determination
of the coverage group in which such employee shall be included shall
be made in such manner as may be specified in the agreement. Persons
employed under section 709 of title 82, United States Code, who elected
under section 6 of the National Guard Technicians Act of 198 to
remain covered by an employee retirement system of, or plan sponsored
by, a State or the Commonwealth of Puerto Rico, shall, for the pur-
poses of this Act, be employees of the State or the Commonweath of
Puerto Rico and (notwithstanding the preceding provisions of this
paragraph), shall be deemed to be a separate coverage group. For pur-
posm of this section, individuals employed pursuant to an agreement,
entered into pursuant to section 205 of the Agricultural Marketing
Act of 1946 (7 U.S.C. 1624) or section 14 of the Perishable Agri-
cultural Commodities Act, 1980 (7 U.S.C. 499n), between a State and
the United States Department of Agriculture to perform services as
inspectors of agricultural products may be deemed, at the option of
the State, to be employees of the State and (notwithstanding the pre-
ceding provisions of this paragraph) shall be deemed to be a separate
coverage group.

Services Covered
(c) (1) An agreement under this section shall be applicable to any

one or more coverage groups designated by the State.
(2) In the case of each coverage group to which the agreement ap-

plies, the agreement must include all services (other than services
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excluded by or pursuant to subsction (d) or paragraph (8), (0), or
(6) of this u on) performed by Individuals as members of such
group.
. (0) Such agreement shall, if the Stats requests it, exclude (in the

case of any coverage group) any one or more of the following:
(A) All services in any clas or classes of (i) elective positions,

(ii) part-time positions, or (iii) positions the compensation for
which is on a fee basis;

(B) All services performed by individuals as members of a
coverage group in positions covered by a retirement system on
the date such agreement is made applicable to such coverage group,
but only in the case of individuals who, on such date (or, if
later, the date on which they first occupy such positions), are
not eligible to become members of such system and whoem services
in such positions have not already been included under such
agrement pursuant to subsection (d) (8).

(4) The Secretary of Health, Education, and Welfare shall, at the
request of any State, modify the agreement with such State bo as to
(A) include any coverage group to which the agreement did not pre.
viously apply, or (B) include, in the case of any coverage group to
which the agreement applies, services previously excluded from the
agreement; but the agreement as so modified may not be inconsistent
with the provisions of this section applicable in the case of an original
agreement with a State. A modification of an agreement pursuant to
clause (B) of the preceding sentence may apply to individuals to
whom paragraph (8) (B) is applicable (whether or not the previous
exclusion of the service of such individuals wae pursuant to such para-
graph), but only if such individuals are, on the effective date specified
in such modification, ineligible to-be members of any retirement sys-
tem or if the modification with respect to such individuals is pursuant
to subsection (d) (8).

(5) Such agreement shall, if the State requests it, exclude (in the
case of any coverage group) any agricultural labor, or service per-
formed by a student, designated by the State. This paragraph shall
apply only with respect to service which is excluded from employment
by any provision of section 210(a) other than paragraph (7) of such
section and service the remuneration for which is excluded from wages
by paragraph (2) of section 2009(h).

(6) Such agreement shall exclude-
(A) service performed by an individual who is employed to

relieve him from unemployment,
(B) service performed in a hospital, home, or other institution

by a patient or inmate thereof,
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(C) covered transportation service (as determined under sec-
tion 210(k), and

(D) service (other than agricultural labor or service performed
by a student) which is excluded from employment by any pro-
vision of section 210(a) other than paragraph (7) of such section,
and

(E) service performed by an individual as an employee serving
on a temporary basis in case of fire, storm, snow, earthquake,
flood, or other similar emergency.

(7) No agreement may be made applicable (either in the original
agreement or by any modification thereof) to service performed by
any individual to whom paragraph (3) (B) is applicable unless such
agreement provides (in the case of each coverage group involved)
either that the service of any individual to whom such paragraph is
applicable and who is a member of such coverage group shall con-
tinue to be covered by such agreement in case he thereafter becomes
eligible to be a member of a retirement system, or that such service
shall cease to be so covered when he becomes eligible to be a member
of such a system (but only if the agreement is not already applicable
to such system pursuant to subsection (d) (8)), whichever may be
desired by the State.

(8) Nothwithstanding any other provision of this section, the agree-
ment with any State entered into under this section may at the
option of the State be modified on or after January 1,1968, to exclude
service performed by election officials or election workers if the remu-
neration paid in a calendar quarter for such service is less than $50.
Any modification of an agreement pursuant to this paragraph shall
be effective with respect to services performed after an effective date,
specified in such modification, which shall not be earlier than the
last day of the calendar quarter in which the modification is mailed or
delivered by other means to the Secretary.

Positions Covered by Retirement Systems

(d) (1) No agreement with any State may be made applicable
(either in the original agreement or by any modification thereof) to
any service performed by employees as members of any coverage
group in positions covered by a retirement system either (A) on the
date such agreement is made applicable to such coverage group, or
(B) on the date of enactment of the succeeding paragraph of this sub-
section (except in the case of positions which are, by reason of action
by such State or political subdivision thereof, as may be appropriate,
taken prior to the date of enactment of such succeeding paragraph,
no longer covered by a retirement system on the date referred to in
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clause, (A), and except in the case of positions excluded by para-
graph (5) (A). The preceding sentence shall not be applicable to any
service performed by an employee as a member of any coverage
group in a position (other than a position excluded by paragraph
(5) (A)) covered by a retirement system on the date an agreement is
made applicable to such coverage group, if on such date (or, if later,

~ the date on which such individual first occupies such position), such
individual is ineligible to be a member of such system.

(2) It is hereby declared to be the policy of the Congress in enact-
ing the succeeding paragraphs of this subsection that the protection
afforded employees in positions covered by a retirement system on
the date an agreement under this section is made applicable to serv-
ice performed in such positions, or receiving periodic benefits under
such retirement system at such time, will not be impaired as a result
of making the agreement so applicable or as a result of legislative
enactment in anticipation thereof.

(8) Nothwithstanding paragraph (1), an agreement with a State
may be made applicable (either in the original agreement or by any
modification thereof) to service performed by employees in positions
covered by a retirement system (including positions specified in para-
graph (4) but not including positions excluded by or pursuant to
paragraph (5)), if the governor of the State, or an official of the State
designated by him for the purpose, certifies to the Secretary of Health,
Education, and Welfare that the following conditions have been met:

(A) A referendum by secret written ballot was held on the
question of whether service in positions covered by such retire-
ment system should be excluded from or included under an
agreement under this section;

(B) An opportunity to vote in such referendum was given (and
was limited) to eligible employees;

(0) Not less than ninety days' notice of such referendum was
given to all such employees;

(D) Such referendum, was conducted under the supervision of
the governor or an agency or individual designated by him;
and

(E) A majority of the eligible employees voted in favor of
including service in such positions under an agreement under this
section,

An employee shall be deemed an "eligible employee" for purposes of
any referendum with respect to any retirement system if, at the time
such referendum was held, he was in a position covered by such retire-
ment system and was a member of such system, and if he was in such
a position at the time notice of such referendum was given as required
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by clause (C) of the preceding sentence; except that he shall aot be
deemed an "eligible employee" if, at the time the referendum was held,
he was in a position to which the State agreement already applied,
or if he was in a position excluded by or pursuant to paragraph (5).
No referendum with respect to a retirement system shall be valid for
purposes of this paragraph unless held within the two-year period
which ends on the date of execution of the agreement or modification
which extends the insurance system established by this title to such
retirement system, nor shall any referendum with respect to a retire-
ment system be valid for purposes of this paragraph if held less than
one year after the last previous referendum held with respect to such
retirement system.

(4) For the purposes of subsection (c) of this section, the following
employees shall be deemed to be a separate coverage group-

(A) all employees in positions which were covered by the same
retirement system on the date the agreement was made applicable
to such system (other than employees to whose services the agree-
ment already applied on such date) ;

(B) all employees in positions which became covered by such
system at any time after such date; and

(C) all employees in positions which were covered by such
system at any time before such date and to whose services the
insurance system established by this title has not been extended
before such date because the positions were covered by such retire-
ment system (including employees to whose services the agree-
ment was not applicable on such date because such services were
excluded pursuant to subsection (c) (3) (B)).

(5) (A) Nothing in paragraph (8) of this subsection shall author-
ize the extension of the insurance system established by this title to

service in any policeman's or fireman's position.'
(B) At the request of the State, any class or classes of positions

covered by a retirement system which may be excluded from the agree.
ment pursuant to paragraph (3) or (5) of subsection (c), and to

Ow which the agreement does not already apply, may be excluded from
the agreement at the time it is made applicable to such retirement sys-
tem; except that, notwithstanding the provisions of paragraph (3)
(B) of such subsection, such exclusion may not include any services
to which such paragraph (3) (B) is applicable In the case of any such
exclusion, each such class so excluded shall, for purposes of this sub-
section, constitute a separate retirement system in case of any modifi-
cation of the agreement thereafter agreed to.

(6) (A) If a retirement system covers positions of employees of
the State and positions of employees of one or more political subdivi-

I However, cee ee. 218(k) (8) and mi. 218(p) of this Mst.le
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saons of the State, or covers positions of employees of two or more
political subdivisions of the State, then, for purposes of the preceding
paragraphs of this subsection, there shall, if the State so desires, be
deemed to be a separate retirement system with respect to any one
or more of the political subdivisions concerned and, where the retire.
ment system covers positions of employees of the State, a separate

,• retirement system with respect to the State or vith respect to the State
and any one or more of the political subdivisions concerned. Where
a retirement system covering positions of employees of a Sta.t- and
positions of employees of one or more political subdivisionJ of a State,
or covering positions of employees of two or more political subdivi-
sions of the State, is not divided into separate retirement systems pur-
sunt to the preceding sentence or pursuant to subparagraph (C),
then the State may, for purposes of subsection (f) only, deem the
system to be a separate retirement system with respect to any one or
more of the political subdivisions concerned and, where the retirement
system covers positions of employees of the State, a separate retire-
ment system with respect to the State or with respect to the State and
any one or more of the political subdivisions concerned.

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

(C) For the purposes of this subsection, any retirement system
established by the State of Alaska, California, Connecticut, Florida,
Georgia, Illinois, Massachusetts, Minnesota, Nevada, New Mexico,
New York, North Dakota, Pennsylvania, Rhode Island, Tennessee,
Texas, Vermont, Washington, Wisconsin, or Hawaii, or any political
subdivision of any such State, which, on, before, or after the date of
enactment of this subparagraph, is divided into two divisions or parts,
one of which is composed of positions of members of such system who
desire coverage under an agreement under this section and the other
of which is composed of positions of members of such system who do6
not desire such coverage, shall, if the State so desires and if it is pro-
vided that there shall be included in such division or part composed
of members desiring such coverage the positions of individuals who
become members of such system after such coverage is extended, be

to0



S. 218(d)

deemed to be a separate retirement system with respect to each such
division or part. If, in the case of a separate retirement system which
is deemed to exist by reason of subparagraph (A) and which has been
divided into two divisions or parts pursuant to the first sentence of
this subparagraph, individuals become members of such system by rea-
son of action taken by a political subdivision after coverage under an
agreement under this section has been extended to the division or part
thereof composed of positions of individuals who desire such cover-
age, the positions of such individuals who become members of such
retirement system by reason of the action so taken shall be included
in the division or part of such system composed of positions of mem-
bers who do not desire such coverage if (i) such individuabs on the
day before becoming such members, were in the division or part of an.
other separate retirement system (deemed to exist by reason of sub.
paragraph (A)) composed of positions of members of such system who
do not desire coverage under an agreement under this section, and (ii)
all of the positions in the separate retirement system of which such in-
dividuals so become members and all of the positions in the separate
retirement system referred to in clause (i) would have been covered
by a single retirement system if the State had not taken action to pro-
vide for separate retierment systems under this paragraph.

(D) (i) the position of any individual which is covered by any re-
tirement system to which subparagraph (C) is applicable shall, if such
individual is ineligible to become a member of such system on Au-
gust 1, 19568 or, if later, the day he first occupies such-position, be
deemed to be covered by the separate retirement system consisting of
the positions of members of the division or part who do not desire
coverage under the insurance system established under this title.

(ii) Notwithstanding clause (i), the State may, pursuant to sub-
section (c) (4) (B) and subject to the conditions of continuation or
termination of coverage provided for in subsection (c) (7), modify its
agreement under this section to include services performed by all
individuals described in clause (i) other than those individuals to
whose services the agreement already applies. Such individuals shall
be deemed (on and after the effective date of the modification) to be
in positions covered by the separate retirement system consisting of
the positions of members of the division or part who desire coverage
under the insurance system established under this title.

(E) An individual who is in a position covered by a retirement
system to which subparagraph (0) is applicable and who is not a
member of such system but is eligible to become a member thereof
shall, for purposes of this subsection (other than paragraph (8)), be
regarded as a member of such system; except that, in the case of
any retirement system a division or part of which is covered under
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the agreement (either in the original agreement or by a modification
thereof), which coverage is agreed to prior to 1960, the preceding
provisions of this subparagraph shall apply only if the State so re-
quest, and any such individual referred to in such preceding provi-
sions shall, if the State so requests be treated, after division of the
retirement system pursuant to such subparagraph (C), the same as
individuals in positions referred to in subparagraph (F).

(F) In the case of any retirement system divided pursuant to sub-
paragraph (C), the position of any member of the division or part
composed of positions of members who do not desire coverage may be
transferred to the separate retirement system composed of positions
of me"..bers who desire such coverage if it is so provided in a modi-
fication of such agreement which is mailed, or delivered by other
means, to the Secretary prior to 1970 or, if later, the expiration of
two years after the date on which such agreement, or the modification
thereof-making .th agreement appli.able~to.such separate mrenmeut..
system, as the case may be, is agreed to, but only if, prior to such
modification or such later modification, as the case may be, the in-
dividual occupying such position files with the State a written request
for such transfer. Notwithstanding subsection (f) (1), any such modi-
flcation or later modification, providing for the transfer of additional
positions within a retirement system previously divided pursuant to
subparagraph (C) to the separate retirement system composed of
positions of members who desire coverage, shall be effective with
respect to services performed after the same effective date as that
which was specified in the case of such previous division.

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

gt (i) the positions of such employees;
(ii) the positions of all onployees of such State covered by such

retirement system who are employed in the department of such
State in which- the employees referred to in clause (i) are am-
ployed; or

(iii) employees of such State covered by such retirement sys-
tem who are employed in such department-of such State in posi-
tions other than those referred to in clause (i).

(7), The certification by the governor (or an official of the State
designated by him for the purpose) required under paragraph ($)
shall be deemed to have been made, in the case of a division or part
(created under subparagraph (C) of- paragraph (6) or the corre-
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spending provision of prior law) consisting of the positions of mem-
bers of a retirement system who desire coverage under the agreement
under this section, if the governor (or the official so designated) certi-
fies to the Secretary of Health, Education, and Welfare that-

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

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

(C) the vote was conducted under the supervision of the gover-
nor or an agency or individual designated by him; and

(D) such system was divided into two parts or divisions ia
accordance with the provisions of subparagraphs (C) and (D)
of paragraph (6) or the corresponding provision of prior law.

For purposes of this paragraph, an individual in a position to which
the State agreement already applied or in a position excluded by or
pursuant to paragraph (5) shall not be considered a member of the
retirement system.

(8) (A) Notwithstanding paragraph (1), if under the provisions of
this subsection an agreement is, after December 81, 1958, made appli-
cable to service performed in positions covered by a retirement system,
service performed by an individual in a position covered by such a
system may not be excluded from the agreement because such position
is also covered under another retirement system.

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

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

(D) Except in the case of agreements with the States named in sub-
section (p) and agreements with interstate instrumentalities, nothing
in this paragraph shall authorize the application of an agreement to
service in any policeman's or fireman's position.

Payments and Reports by States
(e) (1) Each agreement under this section shall provide-

(A) that the State will pay to the Secretary of the Treasury,
at such time or times as the Secretary of Health, Education, and
Welfare may by regulations prescribe, amounts equivalent to the
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sum of the taxes which would be imposed by sections 8101 and
8111 of the Internal Revenue Code of 1954 if the services of em-
ploye.. covered by the a ent constituted employment as do-
fined in section 8191 of sujidand

'(B) that the State will comply with such regulations relating
to payments and reports as the Secretary of Health, Education,
and Welfare may prescribe to carry out the purposes of this
section.

(2) Where~
0() an individual in any calendar year performs services to

which an agreement under this section is applicable (I) as the
employee of two or more political subdivisions of a State or
(iH) as the employee of a State and one or more political sub-
divisions of such State; and

(B) such State provides all of the funds for the payment of
those amounts referred to in paragraph (1) (A) which are equiv-
alent to the taxes imposed by section 8111 of the Intetmal Revenue
Code of 1954 with respect to wages paid to such individual for
such services; and

(C) the political subdivision or subdivisions involved do not
reimburse such State for the payment of such amounts or, in the
case of services described in subparagraph (A) (ii), for the pay-
ment of so much of such amounts as is attributable to employ-
ment by such subdivision or subdivisions;

then, notwithstanding paragraph (1), the agreement under this sec-
tion with such State may provide (either in the original agreement
or by a modification thereof) that the amounts referred to in para-
graph (1) (A) may be computed as though the wages paid to such
individual for the services referred to in clause (A) of this paragraph
were paid by one political subdivision for services performed in its
employ; but the provisions of this paragraph shall be applicable only
where such State complies with such regulations as the Secretary
may prescribe to carry out the purposes of this paragraph. The pre-
ceding sentence shall be applicable with respect to. wages paid after
an effective date specified in such agreement or modification, but in
no event, with- respect to wages paid before (1) January 1, 1957, in.
the case of an agreement or modification which is mailed or delivered
by other means to the Secretary before January 1, 1962, or (ii) the
first day of the year in which the agreement or modification is mailed
or delivered by other means to the Secretary, in the case of an agree-
ment or modification which is so mailed or delivered on or after
January 1, 1962.

Effective Date of Agreement

(f) (1) Except as provided in subsection (e)'(2), any agreement or
Modification of an agreement under this section shall be effective with
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respect to services performed after an effective date specified in such
agreement or modification; except that such date may not be earlier
than the last day of the sixth calendar year preceding the year in
which such agreement or modification, as the case may be, is agreed
to by the Secretary and the State.

(2) In the case of service performed by members of any coverage
group-

(A) to which an agreement under this section is made applica-
ble, and

(B) with respect to which the agreement, or modification there-
of making the agreement so applicable, specifies an effective date
earlier than the date of execution of such agreement and such
modification, respectively,

the agreement shall, if so requested by the State, be applicable to such
services (to the extent the agreement was not already applicable)
performed before such date of execution and after such effective date
by any individual as a member of such coverage group if he is such a
member on a date, specified by the State, which is earlier than such
date of execution, except that in no case may the date so specified be
earlier than the date such agreement or such modification, as the case
may be, is mailed, or delivered by other means, to the Secretary.

(8) Notwithstanding the provisions of paragraph (2) of this sub-
section, in the case of services performed by individuals as members
of any coverage group to which an agreement under this section is
made applicable, and with respect to which there were timely paid
in good faith to the Secretary of the Treasury amounts equivalent to
the sum of the taxes which would have been imposed by sections 8101
and 3111 of the Internal Revenue Code of 1954 had such services
constituted employment for- purposes of chapter 21 of such Code at
the time they were performed, and with respect to which refunds were
not obtained, such individuals may, if so requested by the State, be
deemed to be members of such coverage group on the date designated

WOW pursuant to paragraph (2).

Termination of Agreement
(g) (1)°Uponwgii•ng at-least two years' advance notice in writing

to the Secretary of Health, Education, and Welfare, a State may ter-
minate, effective at the end of a calendar quarter specified in the
notice$ its agreement with the Secretary either-

' (A) -in its entirety but only if the agreement has been in effect
from its effective date for not less than five years prior to the
receipt of such notice; or

(B) with respect to any coverage group designated by the
State, but only if the agreement has been in effect with respect to
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such coverage group for not less than five years prior to the
receipt of such notice.

(2) If the Secretary, after reasonable notice and opportunity for
hearing to a State with whom he has entered into an agreement pur-
suant to this section, finds that the State has failed or is no longer
legally able to comply substantially with any provision of such agree-
ment or of this section, he shall notify such State that the agreement
will be terminated in its entirety, or with respect to any one or more
coverage groups designated by him, at such time, not later than two
years from the date of such notice, as he deems appropriate, unless
prior to such time he finds that there no longer is any such failure
or that the cause for such legal inability has been removed.

(8) If any agreement entered into under this section is terminated
in its entirety, the Secretary and the State may not again enter into
an agreement pursuant to this section. If any such agreement is termi.
nated with respect to any coverage group, the Secretary and the State
may not thereafter modify such agreement so as to again make the
agreement applicable with respect to such coverage group.

Deposit In Trust Funds; AdJustmeats
(h) (1) All amounts received by the Secretary of the Treasury under

an agreement made pursuant to this section shall be deposited in the
Trust Funds and the Federal Hospital Insurance Trust Fund in the
ratio in which amounts are appropriated to such Funds pursuant to
subsection (a) (8) of section 201, subsection (b) (1) of such section,
and subsection (a) (1) of section 1817, respectively.

(2) If more or les than the correct amount due under an agreement
made pursuant to this section is paid with respect to any payment of
remuneration, proper adjustments with respect to the amounts due
under such agreement shall be made, without interest, in such manner
and at such times as may be prescribed by regulations of the Secretary
of Health, Education, and Welfare.

(8) If an overpayment cannot be adjusted under paragraph (2),
the amount thereof and the time or times it is to be paid shall be certi-
fied by the Secretary of Health, Education, and Welfare to the Man-
aging Trustee, and the Managing Trustee, through the Fiscal Service
of the Treasury Department and prior to any action thereon by the
General Accounting Office, shall make payment in accordance with
such certification. The Managing Trustee shall not be held personally
liable for any payment or payments made in accordance with a certifi-
cation by the Secretary of Health, Education, and Welfare.

Regu~pns~

(i) Regulations of the Secretary of Health, Education, and Welfare
Sto carry out the purposes of this section shall be designed to make the
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requirements imposed on States pursuant to this section the same, so
far as practicable, as those imposed on employers pursuant to this title
and chapter 21 and subtitle F of the Internal Revenue Code of 1954.

Failure to Maim Payments
(j) In case any State does not make, at the time or times due, the

payments provided for under an agreement pursuant to this section
there shall be added, as part of the amounts due, interest at the rate of
6 per pentun. per annum from the date due until paid, and the Secre-
tary of Health, Education, and Welfare may, in his discretion, deduct
such amounts plus interest from any amounts certified by him to the
Secretary of the Treasury for payment to such State under any other
provision of this Act. Amounts so deducted shall be deemed to have
been paid to the State under such other provision of this Act. Amounts
equal to the amounts deducted under this subsection are hereby appro-
priated to the Trust Funds in the ratio in which amounts are deposited
in such Funds pursuant to subsection (h) (1).

Justrumentalities of Two or More States
(k) (1) The Secretary of Health, Education, and Welfare may, at

the request of any instrumentality of two or more States, enter into
an agreement with such instrumentality for the purpose of extending
the insurance system established by this title to services performed by
individuals as employees of such instrumentality. Such agreement, to
the extent practicable, shall be governed by the provisions of this sec-
tion applicable in the case of an agreement with a State

_(2) In the case of any instrumentality of two or more States, if-
(A) employees of such instrumentality are in positions covered

by a retirement system of such instrumentality or of any of such
States or any of the political subdivisions thereof, and

(B) such retirement system is (on, before, or after the date of
enactment of this paragraph) divided into two divisions or parts,
one of which is composed of positions of members of such system
who are employees of such instrumentality and who desire cover-
age under an agreement under this section and the other of which
is composed of positions of members of such system who are em-
ployees of such instrumentality and who do not desire such cover-
age, and

(C) it is provided that there shall be included in such division
or part composed of the positions of members desiring such cov-
erage the positions of employees of such instrumentality who be-
come members of such system after such coverage is extended,

then such retirement system shall, if such instrumentality so desires,
be deemed to be a separate retirement system with respect to each such
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division or part. An individual who is in a position covered by a
retirement system divided pursuant to the preceding sentence and
who is not a member of such system but is eligible to become a member
thereof shall, for purposes of this subsection, be regarded as a member
of such system. Coverage under the agreement of any such individual
shall be provided under the same conditions, to the extent prac.

.•. ttcable, as are applicable in the case of the States to which the pro-
visions of subsection (d) (6) (C) apply. The position of any employee
of any such instrumentality which is covered by any retirement
system to which the first sentence of this paragraph is applicable
shall, if such individual is ineligible to become a member of such
system on the date of enactment of this paragraph or, if later, the
day he flirt occupies such position, be deemed to be covered by the
separate retirement system consisting of the positions of members of
the division or part who do not desire coverage under the insurance
system established under this title. Services in positions covered by
a separate retirement system created pursuant to this subsection (and
consisting of the positions of members who desire coverage under an
agreement under this section) shall be covered under such agreement
on compliance, to the extent practicable, with the same conditions as
are applicable to coverage under an agreement under this section of
services in positions covered by a separate retirement system created
pursuant to subparagraph (C) of subsection (d) (6) or the corre-
sponding provision of prior law (and consisting of the positions of
members who desire coverage under such agreement).

(8) Any agreement with any instrumentality of two or more States
entered into pursuant to this Act may, notwithstanding the provisions
of subsection (d) (5) (A) and the references thereto in subsections
(d) (1) and (d) (8), apply to service performed by employees of such
instrumentality in any policeman's or fireman's position covered by
a retirement system, but only upon compliance, to the extent prac-
ticable, with the requirements of subsection (d) (8). For the purpose
of the preceding sentence, a retirement system which covers positions
of policemen or firemen or both, and other positions shall, if the in-
strumentulity concerned s0 desires, be deemed to be a separate retire-
ment system with respect to the positions of such policemen or firemen,
or both, as the case may be.

Delepatio of 01oFus
(1) The Secretary of Health, Education, and Welfare is authorized

pursuant to agreement with the head of any Federal agency, to dele-
gate any of his functions under this section to any officer or employee
of such agency and otherwise to utilize the services and facilities
of such agency in carrying out such functions, and payment therefor
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shall be in advance or by way of reimbursement, as may be provided
in such agreement.

Wisconsin Retirement Fund
(m) (1) Notwithstanding paragraph (1) of subsection (d), the

agreement with the State of Wisconsin may, subject to the provisions
of this subsection, be modified so as to apply to service performed by
employees in positions covered'by the Wisconsin retirement fund.

(2) All employees in positions covered by the Wisconsin retirement
fund at any time on or after January 1, 1951, shall, for the purposes
of subsection (c) only, be deemed to be a separate coverage group; ex-
cept that there shall be excluded from such separate coverage group
al enMiployeeiiff"posi 8tY6 n *tdltwtha mWithot-rF--
gard to this subsection.

(8) The modification pursuant to this subsection shall exclude (in
the case of employees in the coverage group established by paragraph
(2) of this subsection) service performed by any individual during
any period before he is included under the Wisconsin retirement fund.

(4) The modification pursuant to this subsection shall, if the State
of Wisconsin requests it, exclude (in the case of employees in the
coverage group established by paragraph (2) of this subsection) all
service performed in policemen's positions, all service performed in
Olremen's positions, or both.

Cetain Positions No Longer Covered by Retirement Systems
(n) Notwithstanding subsection (d), an agreement with any State

entered into under this section prior to the date of the enactment of
this subsection may, prior to January 1, 1958, be modified pursuant
to subsection (c) (4) so as to apply to services performed by employees,
as members of any coverage group to which such agreement already
applies (and to which such agreement applied on such date of enact-
ment), in positions (1) to which such agreement does not already
apply, (2) which were covered by a retirement system on the date
such agreement was made applicable to such coverage group, and
(8) which, by reason of action by such State or political subdivision
thereof, as may be appropriate, taken prior to the date of the enact.-
ment of. this subsection, are no longer covered by a retirement system
on the date such agreement is made applicable to such services.

Certain Employees of the State of Utah
(o) Notwithstanding the provisions of subsection (d), the agree-

ment with the State of Utah entered into pursuant to this section may
be modified pursuant to subsection (c) (4) so as to apply to services
performed for any of the following, the employees performing serv-
ices for, each of which shall constitute a separate coverage group:

It
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Weber Junior College, Carbon Junior College, Dixie Junior College,
Central Utah Vocational School, Salt lAke Area Vocational School,
Center for the Adult Blind, Union High School (Roosevelt, Utah),
Utah High School Activities Association, State Industrial School,
State Training School, State Board of Education, and Utah School
Employees Retirement Board. Any modification agreed to prior to

~ January 1, 1955, may be made effective with respect to services per-
formed by employees as members of any of such coverage groups
after an effective date specified therein, except that in no case may
any such date be earlier than December 81, 1950.

~-~------..lesssaM4Pmgad J'• LCsnalSt~tM

(p) (1) Any agreement with the State of Alabama California,
Florida, Georgia, Hawaii, Idaho, Kansas, Maine, Maryland, Montana,
New York, North Carolina, North Dakota, Oregon, Puerto Rico, South
Carolina, South Dakota, Tennessee, Texas, Vermont, Virginia, or
Washington entered into pursuant to this section prior to the date of
enactment of this subsection may, notwithstanding the provisions of
subsection (d) (5) (A) and the references thereto in subsections (d) (1)
and (d) (8), be modified pursuant to subsection (c) (4) to apply to
service performed by employees of such State or any political subdi-
vision thereof in any policeman's or fireman's position covered by a
retirement system in effect on or after the date of the enactment of
this subsection, but only upon compliance with the requirements of
subsection (d) (8). For the purposes of the preceding sentence, a
retirement system which covers positions of policemen or firemen, or
both, and other positions shall, if the State concerned so desires, be
deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, or both, as the case may be.

(2) A State, not otherwise listed by name in paragraph (1), shall
be deemed to be a State listed in such paragraph for the purpose of
extending coverage under this title to service in firemen's positions
covered by a retirement system, if the Governor of the State, or an
official of the State designated by him for the purpose, certifies to
the Secretary of Health, Education, and Welfare that the overall bene.
fit protection of the employees in such positions would be improved by
reason of the extension of such coverage to such employees. Notwith-
standing the provisions of the wcond sentence of such paragraph (1),
such firemen's positions shall be deemed 9 separate retirement system
and no other positions shall be-included in such system.,

.TpL. 904-48, see. 120(s)(2), added paragraph (2) applicable In the case of any State
with repect to modlfcations of such tte atoreement under section 218 of the social
security AcWt e after January 2, 19i5. Secon 120(b) of the Social Security Amend.
mants of I provides: "Notbing In the amendments made by subsectlon Ia) shallauthorize the ezdtoun of the Insurance system established by tle U of the Soial So-

A~ct under the prsone of sconf 218(d) (6)'( ) of such Aet to service In any
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Thsu Umitatou on Ammsats

(q) (1) Where a State is liable for an amount due under an agree-
ment pursuant to this section, such State shall remain so liable until
the Secretary is satisfied that the amount due has been paid to the
Secretary of the Treasury.

(2) Notwithstanding paragraph (1), a State shall not be liable for
an amount due under an agreement pursuant to this section, with re-
spect to the wages paid to individuals, after the expiration of the latest
of the following periods-

(A) three years, three months, and fifteen days after the year
in which such wages were paid, or

.......... thr years afte6i'di- diti-on'iW iF sucii amount be"me
due, or

(0) three years, three months, and fifteen days after the year
following the year in which this subsection is enacted,

unless prior to the expiration of such period the Secretary makes an
assessment of the amount due.

(8) For purposes of this subsection and section 205(c),, an assess-
ment of an amount due is made when the Secretary mails or otherwise
delivers to the State a notice stating the amount he has determined to
be due under an agreement pursuant to this section and the basis for
such determination.

(4) An assessment of an amount due made by the Secretary after
the expiration of the period specified in paragraph (2) shall never.
theless be deemed to have been made within such period if-

(A) before the expiration of such period (or, if it has pre-
viously been extended under this paragraph, of such period as so
extended), the State and the Secretary agree in writing to an ex-
tension of such period (or extended period) and, subject to such
conditions as may be agreed upon, the Secretary makes the assess.
ment prior to the expiration of such extension; or

(B) within the 365 days immediately preceding the expiration
of such period (or extended period) the State pays to the Secre-
tary of the Treasury less than the correct amount due under an
agreement pursuant to this section with respect to wages paid to
individuals in any calendar quarters as members, of a coverage
group, and the Secretary of Health, Education, and Welfare
makes the assessment, adjusted to take into account the amount'
paid'by the Statei"5niatir] Uttih-65 -dai ftfir-eihdiy-heth"
State made payment to the Secretiry of the Treasury; but the
Secretary of Health, Education, and Welfare, shall make such
assessment only with respect to the wages paid to such individ-
uals in such calendar quarters as members of such coverage
group; or

44•20s 44434 0- 75- 12
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(C) pursuant to subparagraph (A) or (B) of section 205 (c) (5)
he includes in his records an entry with respect to wages for an
individual, but only if such out is limited to the amount
due with respect to such wages and is made within the period such
entry could be made in such records under such subparagraphL

(6) It the Secretary allows a claim for a credit or refund of an
Overpayment by a State under an agreement pursuant to this section,

with respect to wages paid or alleged to have been paid to an indi-
vidual in a calendar year for services as a member of a coverage
group, and if as a result of the facts on which such allowance is
--bass -eris- an-mount-due from -the State,-with rspeco wages-----
paid to such individual in such calendar year for services performed
as a member of a coverage group, for which amount the State is not
liable by reason of paragraph (9) then notwithstanding paragraph
(2) the StatS shall be liable for such amount due if the Secretary
makes an asesment of such amount due at the time of or prior to
notification to the State of the allowance of such claim. For pur-
posm of this paragraph and paragraph (6), interest as prvided for
in subsection (J) shall not be included in determining the amount due.

(6) The Secretary shall accept wage reports filed by a State under
an agreement pursuant to this section or regulations of the Secretary
thereunder, after the expiration of the period specified in paragraph
(2) or such period as extended pursuant to paragraph (4), with
respect to wages which are paid to individuals performing services
as employees in a coverage group included in the agreement and for
payment in connection with which the State is not liable by reasons
of paragraph (2), only if the State-

(A) pays to the Secretary of the Treasury the amount due
under such agreement with respect to such wages, and

(B) agrees in writing with the Secretary of Health, Education,
and Welfare to an extension of the period specified in paragraph
(2) with rmpect to wages paid to all individuals performing
services as employees in such coverage group in the calendar
quarters- deiaed by the State in such wage reports as the
periods in which such wages were paid. If the State so agrees,
the period specified in paragraph (2), or i •iiod as extendded
pursuant to paragraph (4), shall be extended until such time as
Sc i e State that such wage reports have been

(T) Notwithstanding the preceding provisions of this subsection,
where there is an amount due by a State under an agreement pur-
suant to this section and there has been a fraudulent attempt on the
part of an officer or employee of the State or any political subdivision
thereof to defeat or evade payment of such amount due, the State shall

Sbe liable for such amount due without regard to the provisions of
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paragraph (9), and the Secretary may ma an assesment of such
amount due at any time.

Time J tatM n sCrA o Codt nad Refunds
(r) (1) No credit or refund of an overpayment by a State under

an agreement pursuant to this section with respect to wages paid or
" alleged to have been paid to an individual as a member of a coverage-

group in a calendar quarter shall be allowed after the expiration of
the latest of the following periods-

(A) throe yore,4three months, and fifteen.daytaiaLertyoar.
in which occurred the calendar quarter in which such wages were
paid or alleged to have been paid, or

(B) three years after the data the payment which included
such overpayment became due under such agreement with respect
to the wages paid or alleged to have been paid to such individual
as a member of such coverage group in such calendar quarter, or

(C) two years after such overpayment was made to the Secre-
tary of the Treasury, or

(D) three years, three months, and fifteen days after the year
following the year in which this subsection is enacted,

unless prior to the expiration of such period a claim for such credit
or refund is filed with the Secretary of Health, Education, and Wel-
fare by the State.

(2) A claim for a credit or refund filed by a State after the ex-
piration of the period specified by paragraph (1) shall nevertheless
be deemed to have been filed within such period if-

(A) before the expiration of such period (or, if it has previ-
ously been extended under this subparagraph, of such period as
so extended) the State and the Secretary agreed in writing to an
extension of such period (or extended period) and the claim is
filed with the Secretary by the State prior to the expiration of
such extension; but any claim for a credit or refund valid be-
cause of this subparagraph shall be allowed ohly to the extent
authorized by the conditions provided for in the agreement for
such extension, or

(B)i the Secretary deletes from his records an entry with re-
spect to wages of an individual pursuant to the provisions of sub-
paragraph (A), (B), or (B) of section 205(c) (5), but only with
respect to the entry so deleted.

Review by SermtMy
(s) Where the Secretary has made an assessment of an amount due

by a State under an agreement pursuant to this section, disallowed a
State's claim for a credit or refund of an overpayment under such
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agreement, or allowed a State a credit or refund of an overpayment
under such agreement, he shall review such fet, disallowance,
or allowance if a written request for such review is flied with him by
the State within 90 days (or within such further time as he may allow)
after notification to the State of such assessment, disallowance, or
allowance. On the basis of the evidence obtained by or submitted to

~ the Secretary, he shall render a decision affirming, modifying, or re-
vetoing such assessment, disallowance, or allowance. In notifying the
State of his decision, the Secretary shall state the basis therefor.

Review By Court
(t) (1) Notwithstanding any other provision of this title any State,

irrespective of the amount in controversy, may file, within two years
after the mailing to such State of the notice of any decision by the
Secretary pursuant to subsection (s) affecting such State, or within
such further time. as the Secretary may allow, a civil action for a re-
determination of the correctness of the ent of the amount due,
the disallowance of the claim for a refund or credit, or the allowance
of the refund or credit, as the case may be, with respect to which the
Secretary has rendered such decision. Such action shall be brought in
the district court of the United States for the judicial district in which
is located the capital of such State, or, if such action is brought by an
instrumentality of two or more States, the principal office of such in-
strumentality. The judgment of the court shall be final, except that
it shall be subject to review in the same manner as judgments of such
court in other civil actions. Any action filed under this subsection
shall survive notwithstanding any change in the person occupying the
office of Secretary or any vacancy in such office.

(2) Notwithstanding the provisions of section 2411 of title 28,
United States Code, no interest shall accrue to a State after final
judgment with respect to a credit or refund of an overpayment made
under an agreement pursuant to this section.

(8) The first sentence of section 2414 of title 28, United States Code,
shall not apply to final judgments rendered by district courts of the
United States In civil actions filed under this subsection. In such cases,
the payment of amounts due to Statespursuant to such. final judg-
ments shall be adjusted in accordance with the provisions of this sec-
tion and with regulations promulgated by the Secretary.

Positions Compensated Solely on a Fee Basis
(u) (I) Notwithstanding any other provision in; this section, an

agreement entered into under this section may be made applicable to
service performed after 1967 in any class or classes of positions corn-
pensated solely on a fee basis to which such agreement did not apply
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prior to 1968 only it the Stat. specifically requests that its agreement
be made applicable to such service in such clan or classes of positions.

(2) Notwithstanding any other provision in this section, an agreed
meant entered into under this section may be modified, at the option of
the State, at any time after 1967, so as to exclude services performed
in any class or classes of position compensation for which is solely

Son a fee basis.
(8) Any modification made under this subsection shall be effective

with respect to services performed after the last day of the calendar
year in which the modification is agreed to by the Secretary and the
state.

(4) If any class or classes of positions have been excluded from
coverage under the State agreement by a modification agreed to under
this subsection, the Secretary and the State may not thereafter modify
such agreement so as to again make the agreement applicable with
respect to such class or classes of positions.

Sec. 219 -[Repealed.]

Disability Provisions Inapplicable it Benefit Rights Impaired
See. 220. None of the provisions of this title relating to periods of

disability shall apply In any case ini which their application would
result in the denial of monthly benefits or a-lump-sum death payment
which would otherwise be payable under this title; nor shall they
apply in the case of any monthly benefit or lump-sum death payment
under this title if such benefit or payment would be greater without
their application.

Disability Determinations

Se.cr 221-e(&) In the case of-any individual, the. determination of
whether or nA he is under a disability (as defined in section 216(1)
or 228(d))- and of the day such disability began, and the-determina-
tion of the day on which such disability ceases, shall, except as pro.
vided in subsection (g), be made by a State agency pursuant to an

• agreement entered into under subsection (b)-. Except as provided in
--- subeection-(c)- and (d), any such determinations shall be the deter.

mination of the Secretary for purposes of this title.
(b) The Secretary shall enter into an agreement with each State

which is, willing to make such an agreement under which the State
agency or agencies administering the State plan approved under the
Vocational Rehabilitation Act, or any other appropriate State agency,
or agencies, or both, will make the determination referred to in sub.
section (a) with respect to all individuals in such State, or with respect
to such class or claes of individuals in the State asmay be designated

... in U10 ap cmnat.tthe. Statessrequest.. --.
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(c) The Secretary may on his own motion review a determination,
made by a State agency pursuant to an agreement under this section,
that an individual is under a disability (as defined in section 216(i)
or 228(d)) and, as a result of such review, may determine that such
individual is not under a disability (as so defined) or that such dis-

.• ability began on a day later than that determined by such agency, or
~ that such disability ceased on a day earlier than that determined by

such agency.
. (d) Anyjndividual dissatisfied with any determination under sub-

section (a), (c), or (g) shall be entitled to a hearing thereon by the
Secretary to th6esame extent as is provided in section 205(b) with
respect to decisions of the Secretary, and to judicial review of the
Secretary'skinal decision after suchihearing as is provided in section
205 (g).

.(e) Each State which has an agreement with the Secretary-undor.
this section shall be entitled to receive frbfm the Trust Funds, in ad-
vance or by way of reimbursement, as may be mutually agreed upon,
the cost to the Stafo of caring out the agreement under this section.
The Secretary shall from time to time certify such amount as is neces-
sary for this purpose to the Managing Trustee, reduced or increased,
awthrcawmiay-be; by- any sum-(for which adjustment hereunder has
not previously been made) by which the fimount certified for any prior
period was greater or less than the amount which should have been
paid-to-the State under this subsection for such period; and the Man-...,
aging Trustee, prior to audit or settlement by the General Accounting
Office, shall make payment from the Trust Funds at the time or times
fixed by the Secretary, in accordance with such certification. Ap-
propriate adjustments between the Federal Old-Age and Survivors
Insurance Trust- Fund--and the- Federal- Disability. Insurance Trust.
Fund with respect to the payments made-under this subsection shalL_.,..•
be made in accordance with paragraph (1) of subsection (g) of sec.
tion 201 (but taking into account any re&ind under subsection (f) of
this section) to insure that the Federal Dispbility Trust Fund is

•, charged with all expenses incurred which are attributable to the ad-
ministration of section 228 and the Federal Old-Age and Survivors
Insurance Trust Fund is charged with all other expenses.

(f) All money paid to a State under this section shall be used solely
for the purposes for which it is paid; and any money so paid- which
is not used for such purposes shall be returned to the Treeury of the
United States for deposit in the Trust Funds.

(g) In the case of indih duals in a State which has no agreement
--under subsection (b), in the case of individuals outside the United
States, and in the case of any class or classes of individuals not in-
cludedin, an- agreement undersubCtipjL (b)j the determinations re-
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ferred to in subsection (a) shall be made by the Secretary in accord-
ance with regulations prescribed by him.

Rehablitation Servlcw
Referral! for Re"ab1ltation Service,

Sec. 222. (a) It is hereby declared to be the policy of the Congres
that disabled individuals applying for a determination of disability,,
and disabled Individuals who are entitled to child's insurance benefits,
widow's nsuran e]mbenefit_, or widower's insurance- benefits, shall be
promptly referred to the State agency or agencies administering or
supervisng the administration of the State plan approved under the
Vocational Rehabilitation Act for necessary vocational rehabilitation
servieeo, to the end that the maximum number of such individuals may
rehabilitated Ito proucie activity,

Deduction on Account of Refusal To Accept Rehabilitation Servimes
(b) (1) Deductions, in such amounts and at such time or times as the

Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's benefit or benefits under
sect•ons 202 and 22 for any iniuth in which such individual, if a child
who has attained tho age of eighteen and ic entitled to child's insurance
benefits, a widow, widower or surviving divorced wife who has not
attained agi-60,or an individualeit6tled to disability insurance bene.
fits, refuses without good cause to accept rehabilitation services avail-
able to him under a State plan approved under the Vocational Re-'
habilitation Act. Any individual who is a member or adherent of
auy recognized church or religious sect which teaches its members or
Eprer.ntst relys y,Jii-theitreatment and cure ofanypjiysical oi•
mental impairment, upon prayer or spiritual means through the appli-
cation and use of the tenets or teachings of such church or sect, and
who, solely because of his adherence to the teachings or tenet of such
church, or sect, refuses to accept rehabilitation services available to

Shim under a State plan approved under the Vocational Rehabilitation
Act, shall, for the purposes of the first sentence of this subsection, be
deemed to have done so with good cause.

(2) Deductions shall be made from any child' insurance benefit to
W isili acdMId wholas attained the age of eighteen is entitled or from
any mother's insurance benefit to which a person is entitled, until the
total of such deductions equals such child's insurance benefit or benefits
or such mother's insurance benefit or benefits under section 202 for any
month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to disability insur-
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ance benefits and in which such individual refuses to accept rehabilita-
tion services and a deduction, on account of such refusal, is imposed
under paragraph (1). If both this paragraph and paragraph (8) are
applicable to a child's insurance benefit for any month, only an amount
equal to such benefit shal6 be deducted..

(8) Deductions shall be made from any wife's, husband's, or child's
insurance benefit, based on the wages and self-employment income of
an individual entitled to disability insurance benefits, to which a wife
divorced wife, husband, or child is entitled, until the total of such
deductions equal such wife's, husband's, or child's insurance benefit or
benefits under section 2 for any month in whinh the individual, on
the basis of whose wages and self-employment income such benefit was
payable, refuses to accept rehabilitation services and deductions, on
account of such refusal, are imposed under paragraph (1).

(4) The provisions of paragraph (1) shall not apply to any child
entitled to benefits under section 202(d), if he has attained the age of
18 but has not striked the age of 22, for any month during which he
is a full-time student (as defined and determined under section 2
(d)).

Period of Trial Work
. .(o)-(1 The term "period of trial work", with rnopect to an individw-

ual entitled to benefits under section 228 or 202(d), means a period of
months beginning and ending as provided in paragraphs (8) and (4).

(2) For purposes of sections 216(1) and 228, any services rendered
by an individual during a period of trial work shall be deemed not to

-- have-been-rendered-by- such-indivi du •ng•.•eet his .
disability has ceased in a month during such period. For purposes of
this subsection the term "services" means activity which is performed
for remuneration or gain ot is determined by the Secretary-to be-of a
type normally performed for remuneration or i

(8) A period of trial work for any individual shall begin with the
month in which he becomes entitled to disability insurance benefits,

•.v or, in the case of an individual entitled to benefits under section 22 (d)
"• who has attained the age of eighteen, with the month in which he be.

comes entitled to such benefits or the month in which he attains the age
of eighteen, whichever is later. Notwithstanding the preceding sen-
tence, no period of trial work may begin for any individual prior to
the beginning of tb~month following the month in which this para-
graph is enacted; and no such period may begin for an individual in
a period of disability of such individual in which he had a previous
period of trial work.

(4) A period of trial work for any individual shall end- with the
close of whichever of the following months is the earlier:

-(A) the ninth-monthinbeginning on or after the first day of--
such period, in-which the individ-4 rejiders services (whether or
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not such nine months ar consecutive) ; or
(B) the month in which his disability (as defined in section

28(d) ) ceases (as determined after application of paragraph (2)
of this subsection).

(5) In the case of an individual who becomes entitled to benefits
under section 2•2 for any month as provided in clause (ii) of subeec.
tion (a) (1) of such section, the preceding provisions of this subsec-
tion shall not apply-with respect to services in any month-beginning
with the first month for which he is so entitled and ending with the
first month thereafter foi which he is not entitled to benefits under
section 228.

Costs of RehablUtation Services From Trust Funds
(d) (1) For the purpose of making vocational rehabilitation services

more readily available to disabled individuals who are-
-(-A-) entitled to disability insurance benefits under section 228, or
(B) entitled to child's insurance benefits under section 202(d)

after having attained age 18 (and, arenunder a disability), or
(0) entitled to widows insurance benefits under section 202(e)

prior to attaining age 60, or
p(D) entitledtain adwers insurance benefltinde on

()pentiteti w ncg•• ecage60,
to the end that savings will result to the Trust Fund as a result of
rehabilitating the maximum number of such individuals into produc-
tive activity, there are authorized to be transferred from the Trust
Funds such sunm as may be necessary to enable the Secretary to pay
the costs of vocational rehabilitation services for such individuals (in-
eluding (i) services during their waiting periods, and (ii) so much of
the expenditures for the administration of any State plan as is attrib-
.table to carrying out this subsection); except that the total amount-
somade available pursuant to this subsection may not exceed-

(i) 1 percent in the fiscal year ending June 30, 1972,
(ii) 1.25 percent in the fiscal year ending June 30, 1978,

lo (iii), 1,5 percent in the fiscal, year ending June 30, 1974, and
thereafter,-
of the total of the benefits under section 202(d) for children who
have attained age 18 and are under a disability, the benefits under
section 202(e) for widows and surviving divorced wives who have
not attained age 60 and are under a disability, the benefits under
.J&if)n •(f) fyr widowars wh0 hamve not att lod n= Gfo, and tile .
benefits under section M22, which were certified for payment in the
preceding year. The selection of individuals (including the order
in which they shall be selected) to receive such services shall be
made in accordance with crilcria formulated by the Secretary
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which are baned upon the effect the provision of such services
would have upon the Trust Funds&

(2) In the cas of each State which is willing to do so, such voca-
tional rehabilitation services shall be furnished under a State plan
for vocational rehabilitation services which-- -

(A) has been approved under section 5 of the Vocational .e-
habilitation Act,

(B) provides that, to the extent funds provided under this
subsection are- adequate for the purpose, such services will be
furnished, to any individual in the State who meets the criteria
prescribed by the Secretary pursuant to paragraph (1), with rea.
sonable promptness and in accordance with the order of Felec-
tiott determined under such criteria, and

(C) provides that such services will be furnished to py indi-
vidual without regard to (i) his citizenship or place of residence,
(ii) his need for financial assistance except as provided In r.$ula-
tions of the Secretary in the case of maintenance during rehabili-
tation, or (lii) any order of selection which would otherwise be
followed under the State plan pursuant to section 5 (a) (4) of
the Vocational Rehabilitation Act.

(8) In the case of any State which dow nQt have a p4n which meets
'the requirements of paragraph (2), the Secretary may-provide such-
services by agreement or contract with other public or private agencies,
organizations, institutions, or individuals

(4) Payments under this subsection may be made in Installments,
and In advance or by way of reimbursement, with necessary adjust.
months on account of overpayments or underpayments

(5) Money paid from the Trust Funds under this subsection to pay
the costs of providing services to individuals who are entitled to bene.
fits under section 228 (including services during their waiting pe-
riods)fir who are entitled to benefits under section 202(d) on the basi
of the wages and self-employment income-of such. individuals shall be
charged to the Federal Disability Insurance Trust Fund, and all other
money paid out from the Trust Funds under this subsection shall be
charged to the Federal Old-Age and Sirvivors Insurance Trust Fund.
The Secretary shall determine according to such methods and pro-
cedurs as he may deem appropriate-

(A) the totaltcot of the services provided under this subsection,
and

V "- . bjec-o~he-rovision-ot4he-preceinsetence, the
amount of such cost which should be charged to each of such 'trust
Funds.

(6) For the purposes of this subsection the term "vocational reha-
.shall hav the meaning gais!ed to it in the Voca,
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tiontl Rehabilitation Act, except that such services may be limited in
type, scope, or amount in accordance with regulations of the Secretary
designed to achieve the purposes of this subsection,

Disability Insurance Benefit Payments

Disability Insuranme Benefits

See. 223; (a) (1) Every individual who-
(A) is insured for disability insurance benedts (as determined

under subiection (e)'(1)),
(B) has not attained the age of sixty-five,
(C) has filed application for disability insurance benefits, and
(D) is under a disability (as defined in subsection (d))

shall be entitled to a disability insurance benefit (i) for each month
beginning with the first month after his waiting period (as defined
in subsection-(c) (2)) inwhichhewbecomes so-entitled to such insurance
benefits, or (ii) for each month beginning with the-first month during
all of which he is under a disability and in which he becomes so en-
titled to such insurance benefits, but only if he was entitled to disability
insurnc benefits which terminated, or had a period of disability (as

* defiiihedii sectiti-216(i)) whicllceased, withlwtthe sixty-mottlliperiod
preceding the first month in which he is under such disability, and
ending with the month preceding whichever of the following months
is the earliest: the month in which he dies, the month in which he at-
tains age 65, or the third month following the month in which his
disability ceases. No payment under this paragraph may be made to
an individual who would not meet the definition of disability in sub-
section (d) except for paragraph (1) (B) thereof for any month in
which he engages in substantial gainful activity, and no payment may
be made for such month under subsection (b), (c), or (d) of section
202 to any person on the basis of the wages and self employment
income of such individual. In the case of a deceae individual, the
requirement of subparagraph (C) -may be satisfied by an application
for benefits flied with respect to such individual within 8 months after
the month in which he died.

(2) Except as provided in section 202(q), such individual's dis.
Ability insurance benefit for any month shall be equal to his primary
insurance amount for such month determined under section 215 as
though he had attained age 82, in-

(A) the first month of his waiting period, or
(B) in any case in which clause (ii) of paragraph (1) of this

*subsection is applicable, the first month for which he becomes
entitled to such disability insurance benefits,

ani thoui head me entitled to old-age Insurance benefits in
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the month in which the application for disability insurance bendits
was filed and he was entitled to an old-ago insurance benefit for each
month for which (pursuant to subsection (b)) lie was entitled to a dis.
ability insurance benefit. For the purposes of the preceding sentence,
In the case of an individual who attained age 62 in or before the first
month referred to in subparagraph (A) or (B) of such sentence, as

Sthe case may be, the elapsed years referred to In section 215(b) (8)
shall not include the year in which he attained ago 62, or any year
th ereafter, ... . ... . ......... ... -, .. ... .. .. .. .. . .

Filing of Application

(b) An applicadoii'&disability insurance benefits filed before the
first month in which the applicant satisfies the requirements for such
benefits (as prescribed in subsection (a) (1)) shall be deemed a Valid
application only if the applicant satisfies the requirements for such
benefits before the Secretary makes a final deision on the application.
If, upon final decision by the Secretary, or decision upon Judicial
review thereof, such applicant is found to satisfy such requirements,
the application shall be deemed to have been filed in such first month.
An individual- who would have been entitled to a disability insurance
Ibnefit for any month had lie filed application therefor before the
end of such month shall be entitled to sudi benefit for sich moftlth
if such application is filed before the end of the 12th month immedi.
ately succeeding such month.

Definitions of Insured Status and Waiting Period

(c) For purposes of this section--
(1) An individual shall be insured for disability insurmneit

benefits in any month if-
(A) he would have been a fully insured individual (as

defined in section 214) had he attained age 62 and filed ap-
plication ý for benefits under section 202(a) on the first day
of such month, and

(B) (I) he had not less than 20 quarters of coverage during
the 40-quarter period which ends with the quarter in which
such month occurred' or

(ii) if such month ends before the quarter in which he at-
tains (or would attain)- ago 81, not less than one-half (and
not less than 6) of the quarters during the period ending
with the quarter in which such month occurred and begin-
ning after lie attained age 21 were quarters of coverage,
or (if the number of quarters in such period is less than 12)
not less~thaw 6 0fth1 quarters in the 12-quarter period end-
.in nwith suchquartr were qprters.of covemgo
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except that the provisions of subparagraph (B) of this pars.
graph shall not apply in the case of an individual who is blind
(within the meaning of "blindness" as defined in section 216(i)
(1)). For purposes of subparagraph (B) of this paragraph,
when the number of quarters in any period is an odd number, such
number shall be reduced by one, and a quarter shall not be counted
as part of any period if any part of such quarter was included in a
period of disability unless such quarter was a quarter of coverage.

(9) The term "waiting period" means, in the can of any ap-~plcatlon• or1~bItt~saultubt•n" te;m• •-ie• ic y....
five consecutive calendar months.-

(A) throughout which the individual with respect to whom
such application is filed hasbeen under a disability, and

(B) (1) which begins not earlier than with the first day of
the seventeentX, month before the month in which such ap-
plication is fled if such individual is insured for disability
insurance benefits in such seventeenth month, or (ii) if he
is not so insured in such month, which begins not earlier than
the first day of the first month after such seventeenth month
in which he is so insured. 1

Notwithstanding the precig provisions of this paragraph, no
waiting period may begin for any individual before January 1,
1957.

Defnitiou of Disability
(d) (1) The term "disability" means-

(A) inability to engage in any substantial gainful activity by
reason of any medically determinable physical or mental impair-
ment which can be expected to result itf death or which has lasted
or can be expected to last for a continuous period of not less than
12 months; or

(B) in the case of an individual who has attained the age of
55 and is blind (within the meaning of "blindness" as defined in
section 21i(1) (1)), inability by reason of such-blindness to engage
in substantial gainful activity requiring skills or abilities com-
parable to £hose of any gainful activity in which he has previously
engaged, with some regularity and-over & substantial'period of
time.

(2) For purposes of paragraph (1)(A)-
(A) an individual (Oxceptsa widow surviving, divorced wife,

or widower for purposes of section 202 (e): or (f) shall be deter-
mined to be under a disability only-if- his -physical-or mental-
impairment-or impairments are of such severity that he is not
only unable to do his previous work but cannot, considering his
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age, education, and work experience, engage in any other kind of
substantial gainful work which exists in the national economy, re-
gardless of whether such work exists in the immediate area in

T which, he lives, or whether a specific job vacancy exists for him,
or whether he would be hired if he applied for work. For pur-

S ~poses otthrpredingm tencj onithespect-N-Any-ndividual)j-

"work which exists in the national economy" means work which
exists in significant numbers either in the region where such in-
dividual lives or In several regions of the country.

(B) A widow, surviving divorced wife, or widower shall not Le
determined to be under a disability (for purposes of section 202
(e) or (f)) unless his or her physical or mental impairment or
impairments are of a level of severity which under regulations
prescribed by the Secretary is deemed to be sufficient to preclude
an individual from engaging in any gainfuil activity.

(8) For purposes of this subsection, ak"physical or mental impair-
ment" is an impairment that results from anatomical, physiological,
or psychological abnormalities which are demonstrable by medically
acceptable clinical and laboratory diagnostic techniques.

(4) The Secretary shall by regulations prescribe the criter!A for
determining when services performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful, activity. Notwithstanding the provisions of paragraph (2), an
individual, whom services or earnings meet such criteria shall, except
for purposes of section 22(c), be found not to be disabled.

(6) An individual shall not be considered to be under a disability
unless he furnishes such medical and other evidence of the existence`
thereof as the Secretary may require.

Reduction of Benefits Based on Disability on Account of Receipt
of Workmen's Compensatiqn

Sec. 224. (a) If for any month prior to the month in which an indi-
vidual attains the age of 62--

(1) such individual is entitled to benefits under section W23, and
(2) such individual is entitled for such month, under a work-

men's compensation law or plan of the United States or a State
to periodic benefits for a total or partial disability (whether or
not permanent), and the Secretary has, in a prior month, received
notice of such entitlement for such month,

the total of his benefits under section 22A for such month and of any
benefits under section 202 for such month based on his wages and self-
employment income shall be reduced (but not below zero) by the
amount by which tho sum of-
-----j (")-such-otal-of-benefite-undeieetions-223.an&d202Aforz-uch _-

rmonth, and
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(4) such periodic benefits payable ,(4nd actually paid) forsuch--.--
month to such individual under the workmen's compensation law
orplan,

exceeds the higher of-
(5) 80 per centum of his "average current earnings", or
$6)- the- total of such individual's disability insurance benefits

under section 228 for such month and of any monthly insurance
benefits under section 20M for such month based on his wages and
self-employment income, prior to reduction under this section.

In no case shall the reduction in the total of such benefits under sec-
tions 228 and 202 for a month (in a continuous period of months)
reduce such total below the sum of-

(7) the total of the benefits under sections 228 and 202, after
reduction under this section, with respect to all persons entitled
to benefits on the basis of such individual's wages and self-employ.
ment income for such month which were determined for such in-
dividual and such persons for the first month for which reduction
under this section was made (or which would have been so deter-
mined if all of them had been so entitled in such first month), and

(8) any increase in such-benefits with respe4 to such individual,
and such persons, before reduction under this section, which is
made effective for months after the first month for which reduc-
tion undei this section is made.'

For purposes of clause (5), an individual's average current earnings
means the largest of (A) the average monthly wage used for purposes
of computing his benefits under section 228, (B) one-sixtieth of the
total of his& wages and self-employment income (computed without
regard to the limitations specified in sections 209(a) and 211(b) (1))
for the five consecutive calendar years after 1950 for which such wages
and self-employment income were highest, or (0) one-twelfth of the
total of his wages and self-employment income (computed without re-
gard to the limitations specified in sections 209(a) and 211(b) (1)) for
the calendar year in which he had the highest such wages and income
during the period consisting of the calendar year in which he became
disabled (as defined in section 228(d)) and the five years preceding
that year. In any case where an individual's wages and self-employ-
ment income reported to the Secretary for a calendar year reach the
limitations specified in sections 209(a) and 211(b) (1), tl.e Secretary
under regulations shjll estimate the totrl of such wages end self-em,
ployment income for purposes of clauses (B) and (C) of the preced-
ing sentence on. the basis of such information as may be available to
him indicating the extent (if any) by which such wages and self-
employment income exceed such limitations.
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Sec. V(b)
"-- b)-Ifany-periodic beneft-unde,-w-workmea -com vt o r
plan is payable on other than a monthly basis (excluding a benefit
payable as a lump sum except to the extent that it is a commutation of,
or a substitute for, periodic payments), the reduction under this sec-
tion shall be made at such time or times andi in such amounts as the

we Secretary finds will approximate as nearly as practicable the reduction
•.. prescribed by subsection (a).

(c) Reduction of benefits under this section shall be made after any
reduction under subsection (a) of section 208, but before deductions
under such section and under section 222 (b).

(d) The reduction of benefits required by this section shall not be
made if the workmen's compensation law or plan under which a peri-
odic benefit is payable provides for the reduction-thereof when anyone
is entitled to benefits under this title on the basis of the wages and self-
employment" income of an individual entitled to benefits under sec-
tion 228.

(e) If it appears to the Secretary that an individual may be eligible
for periodic benefits under a workmen's compensation law or plan
which would give rise to reduction under this section, he may require,
as a condition of certification for payment of any benefits under section
22 to any individua]for any month and of any benefits under section
20 of such month based on such individual's wages and self-employ-
ment income, that such individual certify (i) whether he has filed or
intends to file any claim for such periodic benefits, and (ii) if he has so
filed, whether there has been a decision on such claim. The Secretary
may, in the absence of evidence to the contrary, rely upon such a certifi-
cation by such idividual that he has not filed and does not intend to
file such a claim, or that he has so filed and no final decision thereon
has been made, in certifying benefits for payment pursuant to section-
205(1).

(1) (1) In the second calendar year after the year in which reduc-
tion under this section i1' the total of an individual's benefits under
section 228 and any benefits under section 202 based on his wages and

_.__-e.Uf-employment income was first required (in a continuous period
of months) 'and in each third year thereafter, the Secretary shall re-
determine the amount of such benefits which are still subject to reduc-
tion under this section; but such redetermination shall not result in
any decrease in the total amount of-benefits payableinder-thittitle-on---
the basis of such individual's wages and splf-employment income. Such
redetermined benefit shall be determined as of, and shall become effec-
tive with, the January following the year in which such redetermina-
tion was made.

'(2) In making the redetermination required by paragraph (1), the
individual's average current earnings- (as defined in subsection (a))

IN



--- all -be -d --- he -1be8the-product-o7 is-aer2ge-cu2rent5omin••
Initially determined under subsection (a) and-thl- ratio of (i) the
average of the taxable wages of all persons for whom taxable wages
were reported to the Secretary for the first calendar quarter of the
calendar year in which such redetermination is made, to (ii) the aver-
age of the taxable wages of such persons reported to the Secretary for

• the first calendar quarter of the taxable year in which the reduction
was first computed (but not counting any reduction made in bene-
fits for a previous period of disability). Any amount determined under
the preceding sentence which is not a multiple of $1 shall be reduced
to the next lower multiple of $1.

(g) Whenever a reduction iLt the total of benefits for any month
based on an individual's wages and self-employment Income is made
under this section, each benefit, except the disability insurance benefits
shall first be proportionately decreased, and any excess of such reduc-.
tion over the sum of all such benefits other than the disability insur.
ance benefits shall then be applied to such disability insurance benefit.

Suspension of Benefits Based on Disability

Sec. 225. If the Secretary, on the basis of information obtained by
or submitted to him, believes that an individual entitled to benefits
under section 228, or that a child who has attained the age of eighteen
and is entitled to benefits under section 202(d), or that a widow or
surviving divorced wife who has not attained age 60 and is entitled
to benefits utider section 202 (e), or that a widower who has not attained
age 60- and is entitled to benefits under section 202(f.)I may have
ceased to-be under a disability, the Secretary may suspend the pay-

.ment of, benefit under such section 202(d), 202(e), 202(f), or 228,
until it is determined (as provided in section 221) whether ofnotsuch
individual's disability has ceased or until the Secretary believes that
such disability has not ceased. In the case of any individual whose dis-
ability is subject to determination under an agreement with a State
under section 221(b), the Secretary shall promptly notify the appro-
priate State of his action under this section and shall request a prompt

. determinationrofiwhether such-individual's disability has ceased. For
purposes of this section, the term "disability" has the meaning assigneii
to such term in section 223 (d). Whenever the benefits of an individual
entitled t6 a disability insurance benefit are suspended for any month,
the benefits of any- individual entitled thereto Under subsection (b),
(0), or (d) of section 202, oh the basis of the wages and self-employ-
ment income of such individual, shall be suspended for such month.
The first sentence of this section shall not apply to any child entitled
to benefits under section 202(d), if he has attained the age of 18 but
"has not aftained the agn of 22A for any monthdurlig whichh he is a full-

, utime student (as defined and determined under section 202(d)).
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(a) Every individual who-
(1) has attained age 65, and
(2) is entitled to monthly insurance benefits under section 202

* or is a qualified railroad retirement Aeficiary,
sall be entitled to hospital insurance benefit under part of title
XVIIM for each month for which he meets the condition specified in
subparagraph (B), beginning with the first month after June 1966 fot
w)ich he meets the conditions specified in subparagraphs (A) end (B).

(b) Every individual who--'
(1) has not attained age 65, and
(2) (A) is entitled to, and has for 24 consecutive calendar

months been entitled to, (i) disability insurance benefits under
section 228 or (ii) child's insurance benefits under section 20(d)
by reason of a disability (as defined in section 228(d)) or (iii)
widow's insurance benefits under section 202(e) or widower's
insurance benefits under section 22(f.) by reason of a disability
(as defined in section 228(d) ), or (B) is, and has been for not less
than 24 consecutive months a disabled qualified railroad "etire-
ment beneficiary, within the meaning of section 7(d) of the
Railroad Retirement Act of 1974,

shall be entitled to hospital insurance benefits under part A of title
XVIII for each month beginning with the later of (I) July 1978 or
(II) the twenty-fifth consecutive month of his entitlement or status
as a qualified railroad retirement beneficiary described in paragraph
(2), and ending with the month following the month in which notice
of termination of such entitlement to bene•ts or status as a qualified
railroad retirement beneficiary described in paragraph (2) is mailed
to hinm, or if earlier, with the month before the month in which he
attains age 65.

(e) For purposes of subsection (&)-.
W (1) entitlement of an individual to hospital insurance benefits

for i month shall consist of entitlement to have payment made
.under, and subject to the-limitations-in-part A- oftitle XVII-on--
his behalf for inpatient hospital services, post-hospital extended
care services, and post-hospital home health services (as such
terms are defined in part C of title XVIII) furnished him in the
United States (or outside the Tniti States in the case of inpa-
tient hospital services furnished under the conditiobsdescribed in
section 1814 (f)) during such month; except that (A) no such pay-
ment may be made for post-hospital extended care services fur-
n!sed orM JuauM yAM 4xx4. (PýWqmab n ipgy"t m, b
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made for post-hospital extended care services or post-hospital
home health services unless the discharge from the hospital re-
quired to qualify such services for payment under part A of title
XVIII occurred (i) after June 30,1966, or on or after the first day
of the month in which he attains age 65, whichever is later, or (HI)
if he was entitled to hospital insurance benefits pursuant to sub-
section (b), at a time when he was so entitled; and

(2) an individual shall be deemed entitled to monthly insurance
benefits under section 202 or section 223, or to be a qualified rail-
road retirement beneficiary, for the month in which he died if he
r.ould have been entitled to such benefits, or would have been a
qualified railroad retirement beneficiary, for such month had he
died in the next month.

(d) For purposes of this section, the term "qualified railroad retire-
ment beneficiary" means an individual whose name has been certified
to the Secretary by the Railroad Retirement Board under section
7 (d) of the Railroad Retirement Act of 1974. An individual shall cease
to be a qualified railroad retirement beneficiary at the close of the
month preceding the month which is certified by the Railroad Retire-
ment Board as the month in which he ceased to meet the requirements
of section T(d) of theRailroad Retirement Act of 1974.

(e) Notwithstanding the foregoing provisions of this section, every
individual who-

(1) has not attained the age of 65;
(2) (A) is fully or currently insured (as such terms are defined

in section 214 of this Act) or would be fully or currently insured
if his service as an employee (as defined in the Railroad Retire-
ment Act of 1974) after December 81, 1986, were included in the
term "employment" as defined in this Act, or (B) is entitled to
monthly insurance benefits under title II of this Act or an annuity
under the Railroad Retirement Act of 1974, or (C) is the spouse
or dependent child (as defined in regulations) of an individual
who is fully or currently insured or would be fully or currently
insured if his service as an employee (as defined in the Railroad
Retirement Act of 1974) after December 81, 1986, were included

-in the term. "employment". as defined in this Act,._or_ (DI)._Ithke_
spouse or dependent child (as defined in regulations) of an indi-
vidual entiled to monthly insurance benefits under title II of this
Act or an annuity under the Railroad Retirement Act of 1974; and

(3) is medically determined to have chronic renal disease and
who requires hemodialysis or renal transplantation for such
disease;

shall be deemed to be disabled for purposes of coverage under parts



SB.M W()

A and B of Medicare subject to the deductible, premium, and copay-
meat provisions of title XVIL

(f) Medicare eligibility on the basis of chronic kidney failure shall
begin with the third month after the month in which a course of renl
dialysis is initiated and would end with the twelfth mouth after the
month in which the person has a renal tansplant or such course of
dialysis is t acted.

(g) The Secretary is authorized to limit reimbursement under Medi-
care for kidney transplant and dialysis to kidney disease treatment
centers which meet such requirements as he may by regulation pro.
scribe: Prvid That such requirements must include at least re.
quirements for a minimal utilization rate for covered procedures and
for a medical review board to screen the appropriateness of patients
for the proposed treatment procedures.

(h) (1) For purposes of determining entitlement to hospital insur-
ance benefits under subsection (b) in the cas of widows and widowers
described in paragraph (2) (A) (iii) thereof-

(A) the term "age 60" in sections W20(e) (1) (B) (ii), 202(e)
(5), 902(f) (1) (B) (ii), and =02(f) (6) shall be deemed to read
"age 65"; and

(B) the phrase "before she attained age 60" in the matter follow-
ing subparagraph (F) of section 202(e) (1) and the phrase "be-
fore he attained age 60" in the matter following subparagraph
(G) of section 202(f) (1) shall each be deemed to iead "based on a
disability".

(2) For purposes of determining entitlement to hospital insurance
benefits under subsection (b) in the ease of an individual under age
65 who is entitled to benefits under section 202, and who was entitled
to widow's insurance benefits or widower's insurance benefits based on
disability for the month before the first month in which such individ-
ual was so entitled to old-age insurance benefits (but ceased to be en-
titled to such widow's or widower's insurance benefits upon becoming
entitled to such oldage insurance benefits), such individual shall be
deemed to have continued to be entitled to such widow's insnce
benefits or widower's insurance benefits for and after such first month.
-- (8)-For purposes of determining entitlement to hospital insurance
benefits under subsection (b) any disabled widow age 50 or older who
is entitled to mother's insurance benefits (and who would have been
entitled to widow's insurance benefits by reason of disability if she
had filed for such widow's benefits) shall, upon application, for such
hospital insurance benefits be deemed to have filed for such widow's
benefits and shall, upon furnishing proof of such disability prior to
July 1,1974, under such procedures as the Secretary may prescribe, be
deemed to have been entitled to such widow's benefits as of the time she

IN0
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would have been entitled to such widow's benefits if she had filed a
timely application therefor.

(I) For entitlement to hospital insurance benefits in the case of
certain uninsured individuals, see section 108 of the Social Security
Amendments of 1985.

Transitional Insured Status
Sec. 227. (a) In the case of any individual who attains the age of

72 before 1989 but who does not meet the requirements of section
214(a), the 6 quarters of coverage referred to in paragraph (1) of
section 214(a) shall, instead, be 8 quarters of coverage for purposes
of determining entitlement of such individual to benefits under sec-
tion 202(a), and of his wife to benefits under secti'n 202(b), but, in
the case of such wife, only if she attains the age of 72 before 1069
and only with respect to wife's insurance benefits under section 202(b)
for and after the month in which she attains such age. For each month
before the month in which any such individual meets the requirements
of section 214(a), the amount of his old-age insurance benefit shall,
notwithstanding the provisions of section 202(a), be the larger of
$64.40 or the amount most recently established in lieu thereof under
section 215(i)' ind the amount of the wife's insurance benefit of his
wife shall, notwithstanding the provisions of section 202(b), be %he
larger of $82.20 or the amount most recently established in lieu thereof
under section 215(i).;

(b) In the case of any individual who has died, who does not meet
the requirements of section 214(a), and whose widow attains age 72
before 1069, the 6 quarters of coverage referred to in paragraph (8)
of section 214(a) and in paragraph (1) thereof shall, for purposes of
determining her entitlement to widow's insurance benefits under sec-
tion 202(e), instead be-

(1) 8 quarters of coverage if such widow attains the age of 72
in or before 1988,

(2) 4 quarters of coverage if such widow attains the age of 72
in 1967, or

(8) 5 quarters of coverage if such widow attains the age of 72

The amount of her widow's insurance benefit for each month shall,
notwithstanding the provisions of section 202(e) (and section 202
(m)), be the larger of $64.40 or the amount most recently established
in lieu thereof under section 215(i).'

(c) In the case of any individual who becomes, or upon filing appli-
cation therefor would become, entitled to benefits under section 202 (a)
by reason of the application of subsection (a) of this section, who dies,
and whose widow attains the age of 72 before 1069, such deceased in-

~2 V,4: June 197 22: w:.0
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dividual shall be deemed to meet the requirements of subsection (b)
of this section for purposes of determining entitlement of such widow
to widow's insurance benefits under section 202(e).

Benefits at Age 72 for Certain Uninsured Individuals

Sec. 228 (a) Every individual who-
(1) has attained the age of 72,
(2) (A) attained such age before 198, or (B) has not less than

8 quarters of coverage, whenever acquired, for each calendar year
elapsing after 1968 and before the year in which he attained such
age,

(8) is a resident of the United States (as defined in subsection
(e)), and is (A) a citizen of the United States or (B) an alien
lawfully admitted for permanent residence who has resided in the
United States (as defined in section 210(1)) continuously during
the 5 years immediately preceding the month in which he files
application under this section, and

(4) has flied application for benefits under this section,
shall (subject to the limitations in this section) be entitled to a benefit
under this section for each month beginning with the first month after
September 1966 in which he becomes so entitled to such benefits and
ending with the month preceding the month in which he dies. No
application under this section which is filed by an individual more
than 3 months before the first month in which he meets the require-
ments of paragraphs (1), (2), and (8) shall be accepted as an appli-
cation for purposes of this section.

Benefit Amount
(b) (1) Except as provided in paragraph (2), the benefit amount to

which an individual is entitled under this section for any month shall
be the larger of $64.40 or the amount most recently established in lieu
thereof under section 215(i).'

(2) If both husband and wife are entitled (or upon application
wouJd * entitled) to benefits under this section for any month, the
amount of the husband's benefit for such month shaltbe'the larger of
$64.40 or the amount most recently established in lieu thereof under
section 215 (i)I and the amount of the wife's benefit for such month shall
be the larger of $32.20 or the amount most recently established in lieu
thereof under section 215(i).'

Reduction for Governmental Pension System Benefits
(c) (1) The benefit amount of any individual under this section for

any month shall be reduced (but not below zero) by the amount of any
I $.60 effective ue PO 1975. (
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periodic benefit under a governmental pension system for which he is
eligible for such month.

(2) In the case of a husband and wife only one of whom is entitled
to benefits under this section for any month, the benefit amount, after
any reduction under paragraph (1), shall be further reduced (but not
below zero) by the excess (if any) of (A) the total amount of any
periodic benefits under governmental pension systems for which the
spouse who is not entitled to benefits under this section is eligible for
such month, over (B) the larger of $82.20 or the amount most recently
established in lieu thereof under section 216(i).

(8) In the case of a husband and wife both of whom are entitled
to benefits under this section for any month-

(A) the benefit amount of the wife, after any reduction under
paragraph (1), shall be further reduced (but not below zero) by
the excess (if any) of (1) the total amount of any periodic benefits
under governmental pension systems for which the husband is
eligible for such month, over (ii) the larger of $84.40 or the
amount most recently established in lieu thereof under section
215(i)2; and

(B) the benefit amount of the husband, after any reduction
under paragraph (1), shall be further reduced (but not below
zero) by the excess (if any) of (i) the total amount of any pe-
riodic benefits under governmental pension systems for which the
wife is eligible for such month, over (ii) the larger of $32.20 or
the amount most recently established in lieu thereof under section
215(i).*

(4) For purposes of this subsection, in determining whether an
individual is eligible for periodic benefits under a governmental pen.
sion system-

(A) such individual shall be deemed to have filed application
for such benefits,

(B) to the extent that entitlement depends on an application
by such individual's spouse, such spouse shall be deemed to have
filed application, and

(C) to the extent that entitlement depends on such individual
or his spouse having retired, such individual and his spouse shall
be deemed to have retired before the month for which the deter-
mination of eligibility is being made;

(5) For purposes of this subsection, if any periodic benefit is pay-
able on any basis other than a calendar month, the Secretary shall
allocate the amount of such benefit to the appropriate calendar months.

(6) If, under the foregoing provisions of this section, the amount
payable for any month would be less than $1, such amount shall be

.S effetveu mae 1975:.RS IM U289.)
effectVe lon 197$ 1.3L 22280.
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reduced to zero. In the case of a husband and wife both of whom
are entitled to benefits under this section for the month, the preceding
sentence shall be applied with respect to the aggregate amount so pay-
able for such month.

(7) If any benefit amount computed under the foregoing provisions
of this section is not a multiple of $0.10, it shall be raised to the next
higher multiple of $0.10.

(8) Under regulations prescribed by the Secretary, benefit payments
under this section to an individual (or aggregate benefit payments
under this section in the case of a husband and wife) of less than $5
may be accumulated until they equal or exceed $5.
Suspension for Months In Which Cash Payments Are Made Under Public

Assistanee
(d) The benefit to which any individual is entitled under this

section for any month shall not be paid for such month if-
(1) such individual receives aid or assistance in the form of

money payments in such month under a State plan approved
under title I, X, XIV, or XVI or part A of title IV, or

(2) such individual's husband or wife receives such aid or as-
sistance in such month, and under the State plan the needs of
such individual were taken into account in determining eligibility
for (or amount of) such aid or assistance,

unless the State agency administering or supervising the adininistra-
tion of such plan notifies the Secretary, at such time and in such
manner as may be prescribed in accordance with regulations of the
Secretary, that such payments to such individual (or such individual's
husband or wife) under such plan are being terminated with the pay-
ment or payments made in such month and such individual is not an
individual with respect to whom supplemental security income benefits
are payable pursuant to title XVI or section 211 of Public Law 93-86
for the following month, nor shall such benefit be paid for such month
if such Individual is an individual with respect to whom supplemental
security income benefits are payable pursuant to title XVI or section
211 of Public TAw 93-86 for such month, unless the Secrets a, deter-
mines that such benefits are not, payable with respect to such indi-
vidual for the month following such month.

Suspension Where Individual lo Residing Outside the United States
(e) The benefit to which any individual is entitled under this sec-

tion for any month shall not be paid if, during such month, such
individual is not a resident of the United States. For purposes of this
subsection, the term "United States" means the 50 States and the
District of Columbia.
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Treatment as Monthly Insurance Penefits
(f) For purposes of subsections (t) and (u) of section 20-2, and of

section 1840 a monthly benefit under this section shall be treated as a
monthly insurance benefit payable under section 20-2.

Annual Reimbursement of Federal Old-Age and Survivors Insurance
Trust Fund

(g) There are authorized to be appropriated to the Federal Old-
Age and Survivors Insurance Trust Fund for the fiscal year ending
June 30, 1969, and for each fiscal year thereafter, such sums as the
Secretary of Health, Education, and Welfare deems necessary on
account of-

(1) payments made under this section during the second pre-
ceding fiscal year and all fiscal years prior thereto to individuals
who, as of the beginning of the calendar year in which falls the
month for which payment was made, had less than 3 quarters of
coverage,

(2) the additional administrative expenses resulting from the
payments described in paragraph (1), and

(8) any loss in interest to such Trust Fund resulting from such
payments and expenses,

in order to place such Trust Fund in the same position at tle end of
such fiscal year as it would have been in if such payments had not
been made.

Delultiona

(h) For purposes of this section-
(1) The term "quarter of coverage" includes a quarter of cover-

age as defined in section 5 (1) of the Railroad Retirement Act of
1987.

(2) The term "governmental pension system" means the in.
surance system established by this title or any other system or
fund established by the United States, a State, any political sub-
division of a State, or any wholly owned instrumentality of any
one or more of the foregoing which provides for payment of (A)
pensions, (B) retirement or retired pay, or (C) annuities or
similar amounts payable on account of personal services per-
formed by any individual (not including any-payment under any
workmen's compensation law or any payment by the Veterans'
Administration as compensation for service-connected disability
or death).

(8) The term "periodic benefit" includes a benefit payable in
a lump sum if it is a commutation of, or a substitute for, periodic
payments.

195



Sc 229(a)

(hviaed Novomber it]
(4) The determination of whether an individual is a husband

or wife for any month shall be made under subsection (h) of sec-
tion 216 without regard to subsections (b) and (f) of section 216.

Benefits In Cae of Members of the Uniformed Services
See. 229. (a) For purposes of determining entitlement to and the

amount of any monthly benefit for any month after December 1972,
or entitlement to and the amount of any lump-sum death payment in
case of a death after such month, payable under this title on the basis of
the wages and self-employment income of any individual, and for
purposes of section 216(1) (8), such individual shall be deemed to
have been paid, in each calendar quarter occurring after 1956 in which
he was paid wages for service as a member of a uniformed service (as
defined in section 210(m)) which was included in the term "employ-
ment" as defined in section 210(a) as a result of the provisions of
section 210(1), wages (in addition to the wages actually paid to him
for such service) of $800.

(b) There are authorized to be appropriated to the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurunce Trust Fund
annually, as benefits under this title and part A of title XVIII are
paid after December 1967, such sums as the Secretary determines to
be necessary to meet (1) the additional costs, resulting from subsection
(a), of such benefits (including lump-sum death payments), (2) the
additional administrative expenses resulting therefrom, and (8) any
loss in interest to such trust funds resulting from the payment of such
amounts. Such additional costs shall be determined after any increases
in such benefits arising from the application of section 217 have been
made.

Adjustment of the Contribution and Benefit Base
,Noe See. 230. (a) Whenever the Secretary pursuant to section 215(i)

increases benefits effective with the June following a cost-of-living
computation quarter, he shall also determine and publish in the Federal
Register, on or before November, 1 of the calendar year In which such
quarter occurs the contribution and benefit base determined under sub-
section (b)I which shall be effective with respect to remuneration paid
after the calendar year in which such quarter occurs#nd taxable years
beginning after such year.

(b) The amount of such contribution and benefit base shall be the
amount of the contribution and benefit base in effect in the year in
which the determination is made or, if larger, the product of--

1%,• t$14,100 for 1975; $15.300 for 1976.
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(1) the contribution and benefit basw 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 taxable wages of all
employees as reported to the Secretary for the first calendar
quarter of the calendar year in which the determination under
subsection (a) with respect to such particular calendar year was
made to the latest of (B) the average of the taxable wages of
all employees as reported to the Secretary for the first calendar
quarter of 1978 or the first calendar quarter of 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 $800 where such product is a multiple of $150 but
not of $800 and to the nearest multiple of $800 in any other case

(c) For purposes of this section, and for purposes of determining
wages and self-employment income under sections 209, 211, 218, and
215 of this Act and sections 1402, 3121, 8122, 8125, 6418, and 6654 of
the Internal Revenue Code of 1954, the "contribution and benefit base"
with respect to remuneration paid in (and taxable years beginning
ih) any calendar year after 1978 and prior to the calendar year with
the June of which the first increase in benefits pursuant to section
215(i) of this Act becomes effective shall be $18,200 or (if applicable)
such other amount as may be specified in a law enacted subsequent to
the law which added this section.

Benefits in Case of Certain Individuals Interned During World
War II

Sec. 231. (a) For the purposes of this section the term "internee"
means an individual who was interned during any period of time from
December 7, 1941, through December 81, 1946, at a place within the
United States operated by the Government of the United States for the
internment of United States citizens of Japanese ancestry.

(b) (1) For purposes of determining entitlement to and the amount
of any monthlj'benefit for any month after December 1972, or ebtittle-
ment to and the amount of any lump-sum death payment in the case of
a death after such month, payable under this title on the basis of the
wages and self-employment income of any individual, and for purposes
of section 216(i) (8), such individual shall be deemed to have been paid
during any period after he attained age 18 and for which he was an
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internee, wages (in addition to any wages actually paid to him) at a
weekly rate of basic pay during such period as follows-

(A) in the cas such individual wow not employed prior to the
beginning of such period, 40 multiplied by the minimum hourly
rate or rates in effect at any such time under section 206(a) (1) of
title 29, United States Code, for each full week during such po-
riod; and

(B) in the case such individual who was employed prior to the
beginning of such period, 40 multiplied by the greater of (i) the
highest hourly rate received during any such employment, or (ii)
the minimum hourly rate or rates in effect at any such time under
action 2A0(a) (1) of title 29, United States Code, for each full
week during such period.

(9) This subsection shall not be applicable in the case of any
monthly benefit or lump-sum death payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump-sum unless
it is a commutation of, or a substitute for, periodic payments)
which is based, in whole or in part, upon internment during any
period from December 7, 1941, through December 81, 1946, at a
place within the United States operated by the Government of the
United States for the interment of United States citizens of Jap-
anese ancestry, is determined by any agency or wholly owned in-
strumentality of the United States to be payable by it under any
other law of the United States or under a system established by
such agency or instrumentality.

The provisions of clause (B) shall not apply in the cass of any monthly
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or leas the primary insurance amount (as com-
puted under section 215 prior to any recomputation thereof pursuant
to subsection (f) of such section) of the individual on whose wages and
self-employment income such benefit or payment is based. The provi-
sions of clause (B) shall also not apply for purposes of section 216
(0) (8).

(8) Upon application for benefit., a recalculation of benefits (by
reason of this section), or a lump-sum death payment on the basis of
the wages and self-employment income of any individual who was an
internee, the Secretary of Health, Education, and Welfare shall accept
the certification of the Secretary of Defense or his designee concerning
any period of time for which an internee is to receive credit under para-
graph (1) and shall make a decision without regard to clause (B) of
paragraph (2) of this subsection unless he has been notified by some
other agency or instrumentality of the United States that, on the basis
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of the period for which such individual was an internee, a benefit do.
scribed in clause (B) of paragraph (2) has been determined by such
agency or instrumentality to be payable by it. If the Secretary of
Health, Education, and Welfare has not been so notified, he shall then
iwcortain whether some other agency or wholly owned instrumeittality
of the United States has decided that a benefit described in clause (B)
of paragraph (2) is payable by it. If any such agency or instrumental.
ity has decided, or thereafter decides, thltt such a benefit is payable by
it, it shall so notify the Secretary of Health, Education, and Welfare,
and the Secretary shall certify no further benefits for payment or shall
recompute th" amount of any further benefits payable, as may be re-
quired by this section.

(4) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or his a system of benefits which are based, in whole or in
part, on any period for which any individual was an internee shall,
at the request of the Secretary of Health, Education, and Welfare,
certify to him, with respect to any individual who was an internee such
information as the Secretary deems necessary to carry out his func-
tions under paragraph (8) of this subsection.

(c) There are authorized to be appropriated to the Trust Funds and
the Federal Hospital Insurance Trust Fund for the fiscal year ending
June 80, 1978, such sums as the Secretary determines would place the
Trust Funds and the Federal Hospital Insurance Trust Fund in the
position in which they would have been if the preceding provisions
of this section had not been enacted.
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TITLE 111-GRANTS TO STATES FOR UNEMPLOYMENT
COMPENSATION ADMINISTRATION

See 30L AppropriaUons. ...... .............................-....... 201
See. 80M Payments to States- -. --.-. ----.......................... 201
See. 808. Provisions of State Laws ------------------------------------ 201
S3ee. SK4 Judicial Reriew -- ---------------------------------------- 204

Appropriations

Section 301. The amounts made available pursuant to section
901(a) (1) (A) for the purpose of assisting the States in the adminis-
tration of their unemployment compensation laws shall be used as
hereinafter provided.

Payments to States

See. 302. (a) The Secretary of Labor shall from time to time certify
to the Secreary of the Treasury for payment to each State which has
an unemployment compensation law approved by the Secretary of
Labor under the Federal Unemployment Tax Act such amounts as
the Secretary of Labor determines to be necessary for the proper and
efficient administration of such law during the fiscal year for which
such payment is to be made. The Secretary of Labor's determination
shall be based on (1) the population of the State; (2) an estimate of
the number of persons covered by the State law and of the cost of
proper and efficient administration of such law; and (8) such other
factors as the Secretary of Labor finds relevant. The Secretary of
Labor shall not certify for payment under this section in any fiscal
year a total amount in excess of the amount appropriated therefor for
such fiscal year.

(b) Out of the sums appropriated therefor, the Secretar) of the
Treasury shall, upon receiving a certification under subsection (a)
pay, through the Fiscal Service of the Treasury Department and prior
to audit or settlement by the General Accounting Office, to the State
agency charged with the administration of such law the amount so
certified.

Provisions of State Laws

Sec. 303. (a) The Secretary. of Labor shall make no certification
for payment to any ýtt unl~e he finds that tbe law of such State,

'This table of contents does not appear it the law.
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approved by him under th. Federal Unemployment Tax Ad, includes
provision for-

(1) Such methods of administration (including afte Jan.
nary 1, 1940, methods relating to the establishment and mainte-
nance of personnel standards on a merit basis, except that the
Secretary of labor shall exercise no authority with respect to the
selection, tenure of office, and compensation of any individual
employed in accordance with such methods) as are found by the
Secretary of Labor to be reasonably calculated to insure full
payment of unemployment compensation when due; and

(2) Payment of unemployment compensation solely through
public employment offices or such other agencies as the Secretary
of Labor may approve; and

(8) Opportunity for a fair hearing, before an impartial tri-
bunal, for all individuals, whom claims for unemployment com-
penstion are denied; and

(4) The payment of all money received in the unemployment
fund of such State (except for refunds of sums erroneously paid
into such fund and except for refunds paid in accordance with
the provisions of section 8805(b) of the Federal Unemployment
Tax Act), immediately upon such receipt, to the Secretary of the
Treasury to the credit of the Unemployment Trust Fund estab-
lished by section 904; and

(5) Expenditure of all money withdrawn from an unemploy-
ment fund-of such States in the payment of unemployment com-

'pensation, exclusive of expenses of administration, and for refunds
of sums erroneously paid into such fund and refunds paid in
accordance with the provisions of section 8805(b) of the Federal
Unemployment Tax Act: Provided, That an amount equal to the
amount of employee payments into the unemployment fund of a
State may be used in the payment of cash benefits to individuals
with respect to their disability, exclusive of expenses of adminis-
tration: Providd father, That the amounts specified by section
908(o) (2) may, subject to the conditions prescribed in such sec-
tion, be used for expenses incurred by the State for administra-
tion of its unemployment compensation law and public employ-
ment offices; and

(6) The making of such reports in such form and containing
such information, as the Secretary of Labor may from time to
time require, and compliance with such provisions as the Secre-
tary of Labor may from time to time find necesary to assure the
correctness and verification of such report; and

(7) Making available upon request to any agency of the United
States charged with the administration of public works, assist-
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dance through public employment, the name, address, ordinary
occupation and employment status of each recipient of unem-
ployment compensation, and a statement of such recipient's rights
to further compensation under such law; and

(8) Effective July 1, 1941, the expenditure of all moneys re-
ceived pursuant to section 802 of this title solely for the purposes
and in the amounts found necessary by the Secretary of Labor for
the proper and efficient administration of such State law; and

(9) Effective July 1,1941, the replacement, within a reasonable
time, of any moneys received pursuant to section 802 of this title,
which, because of any action or contingency, have been lost or
have been expended for purposes other than, or in amounts in
excess of, those found necessary by the Secretary of Labor for
the proper administration of such State law.

(b) Whenever the Secretary of Labor, after reasonable notice and
opportunity for hearing to the State agency charged with the admin-
istration of the State law, finds that in the administration of the law
there is-

(1) a denial, in a substantial number of cases, of unemploy.
meant compensation to individuals entitled thereto under such
law; or

(2) a failure to comply substantially with any provision speci.
fied in subsection (a) ;

the Secretary of Labor shall notify such State agency that further
payments will not be made to the State until he is satisfied that there
is no longer any such denial or failure to comply. Until the Secretary
of Labor is so satisfied, he shall make no further certification to the
Secretary of the Treasury with respect to such State: Provided, That
there shall be no finding under clause (1) until the question of entitle-
ment shall have been decided by the highest judicial authority given
jurisdiction under such State law: Provided further, That any costs
may be paid with respect to any claimant by a State and included as
costs of administration of its law.

(c) The Secretary of Labor shall make no certification for pay-
ment to any State if he finds, after reasonable notice and opportunity
for hearing to the State agency charged with the administration of
the State law-

(1) That such State does not make its records available to
the Railroad Retirement Board, and furnish to the Railroad
Retirement Board at the expense of the Railroad Retirement
Board such copies thereof as the Railroad Retirement Board
deems necessary for its purposes; or

(2) That such State is failing to afford reasonable cooperation
with every agency of the United States charged with the admin-
istration of any unemployment insurance law.
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Sec. 304(a)

Judicial Review
Sec. 304. (a) Whenever the Secretary of Labor-

(1) finds that a State law does not include any provision spei-
fRed in section 808 (a), or

(2) makes a finding with respect to a State under subsection
(b) or (c) of section 808,

such State may, within 60 days after the Governor of the State has
been notified of such action, file with the United States court of
appeals for the circuit in which such State is located or with the
United States Court of Appeals for the District of Columbia, a pe-
tition for review of such action. A copy of the petition shall be forth.
with transmitted by the clerk of the court to the Secretary of Labor.
The Secretary of Labor thereupon shall file in the court the record of
the proceedings on which he based his action as provided in section
2112 of title 28, United States Code.

(b) The findings of fact by the Secretary of Labor, if supported
by substantial evidence, shall be conclusive; but the court, for good
cause shown, may remand the case to the Secretary of Labor to take
further evidence and the Secretary of Labor may thereupon make new
or modified findings of fact and may modify his previous action, and
shall certify to the court the record of the further proceeding. Such
new or modified findings of fact shall likewise be conclusive if sup-
ported by substantial evidence.

(c) The court shall have jurisdiction to affirm the action of the
Secretary of Labor or to set it aside, in whole or in part. The judg-
ment of the court shall be subject to review by the Supreme Court
of the United States upon certiorari or certification as provided in
section 1254 of title 28 of the United States Code.

(d) (1) The Secretary of Labor shall not withhold any certifica.
tion for payment to any State under section 802 until the expiration
of 60 days after the Governor of the State has been notified of the
action referred to in paragraph (1) or (2) of subsection (a) or until

.-• the State has filed a petition for review of such action, whichever
is earlier.

(2) The commencement of judicial proceedings under this section
shall stay the Secretary's action for a period of 80 days, and the court
may thereafter grant interim relief if warranted, including a further
stay of the Secretary's action and including such other relief as may
be necessary to preserve status or rights.

(e) Any judicial proceedings under this section shall be entitled to,
and, upon request of the Secretary or the State, shall receive a prefer-
ence and shall be heard and determined as expeditiously as possible.
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Part A-Aid to Families With Dependent Children

Appropriation

Section 401. For the purpose of encouraging the care of dependent
children in their own homes or in the homes of relatives by enabling
each State to furnish financial assistance and rehabilitation and other
services, as far as practicable under the conditions in such State, to
needy dependent children and the parents or relatives with whom
they are living to help maintain and strengthen family life and to
help such parents or relatives to attain or retain capability for the
maximum self-support and personal independence consistent with the
maintenance of continuing parental care and protection, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this part. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary. of Health, Education,
and Welfare, State plans for aid and services to needy families with
children.

State Plans for Aid and Services to Needy Families With
Children

See. 402. (a) A State plan for aid and services to needy families
with children must-

(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory upon them;

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

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

,This table of contents does not appear In the law.



(4) provide for granting an opportunity for a fair hearing before
the State agency to any individual whose claim for aid to families with
dependent children is denied or is not acted upon with reasonable
promptness;

(5) provide such methods of administration (including after
January 1, 1940, methods relating to the establishment and mainte-
nance of personnel standards on a merit basis, except that the Secre-
tary shall exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accordance
with such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan; and I

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

(7) except as may be otherwise provided in clause (8), provide
that the State agency shall, in determining need, take into considera-
tion any other income and resources of any child or relative claiming
aid to families with dependent children, or of any other individual
(living in the same home as such child and relative) whose needs the
State determines should be considered in determining the need of the
child or relative claiming such aid, as well as any expenses reasonably
attributable to the earning of any such income;'

IIn the cm of Guam, Puerto Rico, and the Virgin Islands, Section 402(a) (5) reads
an follows:

N(O) provide (A) such methods of administration (Including after January lo 1940.
methods relating to the establishment and maintenance of personnel standards on a merit
basis, except that the Secretary shall exercise no authority with respect to the selection.
tenure of omlice, and compensation of any Individual employed in accordance with such
methods) as are found by the Secretary to be necessary for the proper and efficient oper-
ation of the plan, and (B) for the training and effective use of paid subprofessional staff.
with particular emphasis on the full time or part-time employment of recipients and
other persons of low Income, as community services aides In the administration of the
plan and for the use of nonpald or partially paid volunteers in a social service volunteer
program In providing services to applicants and recipients and in asisting any advisory
committees established by the state agency: and".

I P.14. -W204 sec. 248(c), provides:
qUeetive July 1, 1909. neither the provisions of dase (A) through (C) of section

402(a) (7) of such Act as In effect before the enactment of this Act nor the provisions
of section 402(a) (8) of such Act as amended by section 202(b) of this Act shall apply
In the case of Puerto Rico, the Virgin Islands, or Guam. Elective no later than July I.
1972. the State plans of Puerto Rico. the Virgin Islands. and Guam approved under see-
tion 402 of such Act shall provide for the disregarding of Income in making the deter-
mination under section 402(a)(7) of such Act In amounts (agreed to between the ecre-
tary and the State agencies Involved) sucllently lower than the amounts specifed In
section 402(a) (8) of such Act to reflect appropriately the applicable differences In Income
levels."

P.1,. 03-047, sec. 101(e) (1), provides:
"NYotwithstandlng the provisions of section 402(a) of the Social Security Act. In addition

to the amount required to be disregarded under clause (8) (A) of such section, there In
Imposed the requirement (and the State plan shall be deemed to Include the requirement)
that for the 15 months beginning July 1, 1975, In making the determination under clause

*, (7). the State agency shall with respect to any month In such year and In addition to the
amounts required to be disregarded under clause (8) (A). disregard amounts payable under
section 451(s) (1)."
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(8) provide that, in making the determination under clause (7),
the State agency-

(A) shall with respect to any month disregard--
(i) all of the earned income of each dependent child re-

ceiving aid to families with dependent children who is (as
determined by the State in accordance with standards pre-
scribed by the Secretary) a full-time student or part-time
student who is not a full-time employee attending a school,
college, or university, or i course of vocational or technical
training designed to fit him for gainful employment, and

(ii) in the case of earned income of a dependent child not
included under clause (i), a relative receiving such aid, and
any other individual (living in the same home as such rela-
tive and child) whose needs are taken into account in making
such determination, the first $80 of the total of such earned
income for such month plus one-third of the remainder of
such income for such month (except that the provisions of
this clause (ii) shall not apply to earned income derived from
participation on a project maintained under the programs
established by section 432(b) (2) and (3)) ; and

(B) (i) may, subject to the limitations prescribed by the
Secretary, permit all or any portion of the earned or other income
to be set aside for future identifiable needs of a dependent child,
and (ii) may, before disregarding the amounts referred to in sub-
paragraph (A) and clause (i) of this subparagraph, disregard
not more than $5 per month of any income; except that, with
respect to any month, the State agency shall not disregard any
earned income (other than income referred to in subparagraph
(B)) of-

(C) any one of the persons specified in clause (ii) of subpara-
graph (A) if such person-

(i) terminated his employment or reduced his earned in-
come without good cause within such period (of not less than
80 days) preceding such month as may be prescribed by the
Secretary; or

(ii) refused without good cause, within such period pre-
ceding such month as may be prescribed by the Secretary. to
accept employment in which he is able to engage which is
offered through the public employment offices of the State, or
is otherwise offered by an employer if the offer of such em-
ployer is determined by the State or locST¶gency administer-
ing the State plan, after notification by him, to be a bona fide
offer of employment; or
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(D) nyof such sspecied in clause (ii) ofsubpar

graph (A) if with respect to such month the income of the per-
sons so specified (within the meaning of clause (7)) was in excess
of their need as determined by the State agency pursuant to
clause (7) (without regard to clause (8)), unless, for any one of
the four months preceding such month, the needs of such person
were met by the furnishing of aid under the plan; I

(9) provide safeguards which restrict the use of disclosure of
information concerning applicants or recipients to purposes directly
connected with (A) the administration of the plan of the State ap-
proved under this part, the plan or program of the State under part
B. C, or D of this title or under title I, X, XIV, XVI, XIX, or XXM,
or the supplemental security income program established by title XVI,
(B) any investigation, prosecution, or criminal or civil proceeding,
conducted in connection with the administration of any such plan or
program, and (C) the administration of any other Federal or fed-
erally assigned program which provides assistance, in cash or in kind,
or services, directly to individuals on the basis of need; and the safe.
guards so provided shall prohibit disclosure, to any committee or a
legislative body, of any information which identifies by name or.address any such applicant or recipients; I

(10) provide, effective July 1, 1951, that all individuals wishing to
make application for aid to families with dependent children shall
have opportunity to do so, and that aid to families with dependent
children shall, subject to paragraphs (25) and (26),be furnished with
reasonable promptness to all eligible individuals; '

(11) provide for prompt notice (including the transmittal of all
relevant information) to the State child support collection agency
(established pursuant to part D of this title) of the furnishing of aid
to families with dependent children with respect to a child who has
been deserted or abandoned by a parent (including a child born out of
wedlock without regard to whether the paternity of such child has
been established) ; '

(12) provide, effective October 1, 1950, that no aid will be fur-
nished any individual under the plan with respect to any period with
respect to which he is receiving old-age assistance under the State
plan approved under section 2 of this Act;

(18) [Repealed].'
(14) [Repealed].'

alseeo fo 101 (e (1) of Pub taw W44?.
tion 402(a) (9) was amended by blie Laws 93-64? and 94-88,

SBectlons 402(a) (10) and 402(a) (11) were amended by Puble law 93-64T.
I Wee footnote I on p. 610.
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(15) provide as part of the program of the State for the provision of
services under title XX (A) for the develop ment of a program, for
each appropriate relative and dependent child receiving aid under the
plan and for each appropriate individual livingg in the sante homn as a
relative and child receiving such aid) whose needs are taken into ac-
count in making the determination under clause (7), for preventing
or reducing the incidence of births out of wedlock and otherwise
strengthening family life, and for implementing such program by
assuring that in all appropriate cases (including minors who can be
considered to be sexually active) family planning services are offered
to them and are provided promptly dirtyy or under arrangements
with others) to all individuals voluntarily requesting such services,
but acceptance of family planning services provided under the plan
shall be voluntary on the part of such members and individuals and
shall not be a prerequisite to eligibility for or the receipt of any other
service under the plan; and (B) to the extent that services provided
under this clause or clause (14) are furnished by the staff of the State
ageny or the local agency administering the State plan in each of the
political subdivisions of the State, for the establishment of a single
organizational unit in such State or local agency, as the cas may be,
responsible for the furnishing of such services; I

'Is the est OGuam, Peato lice, md the VWn Iad se, steio 401(s)a(1), (14),
and (15) remd As follows:

6(18) provide a descriptlon of the services which the state agency makes available
to maintain and strengthen fam life for children, including a description of the steps
taken to masurs. In the provision of such serves, maximum utillosaton of other Am-
des providing similar or related services;

"(14) provide tot the development and application ot a program for such family serve.
ices as defined ti section 406(d) and child welfare services, as defined In section 426,
for each child and relative who receives aid to famiies with dependent children and
each appropriate Individual (living It the same homes as a relative and child receiving
such aid whose needs are taken Into amount In making the determination under clause
(T)) a may be necessary It the light of the particular home conditions and other needs
of such child, relttive, and Individuals, In order to assat such child, relative, Ad i
dividuals to attain or retain capability for selfaupport and care and in order to main-
tao and strengthen family life and to foster child development;

"(15) provide (A) for the development of a program, for each appropriate relative and
dependent child receiving aid under the plan and for each appropriate Individual (living
in the same home ma a relative and child receiving such aid) whose needs are taken Into
account In making the determination under clause (?), tot preventing or reducing the
Incidence of births out of wedlock and otherwise strengthening family life. and for
Implementing such program by Assuring that In all appropriate cases (including minors
who en be considered to be sexually active) family planning services are ofered to
them and are provided promptly (directly or under arannemeats with others) to all
Individuals voluntarily requesting such services, but acceptance of family planning
services provided under the plan shall be voluntary on the part of such members and
individuals and shall not be a prerequisite to elilibility for or the receipt of Any other
service under the plan; And (3) to the extent that services provided under this clause
or clause (14) are fturnished by the staf of the state agency or the local agency ad.
ministering the state plan in each of the political subdivisions of the state. for the
establishmeni 3t a single organisational unit In such state or local agency, as the case
my he$ responsible for the ftuMrih of suck serviee ;W
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(16) provide that where the State agency has reason to believe that

the home in which a relative and child recevin aid reside is unsuit-
able for the child because of the neglect, abuse, or exploitation of such
child it shall bring such condition to the attention of the appropriate
court or law enforcement agencies in the State, providing such data
with respect to the situation it may have;

(17) [Repealed].
(18) [Repealed].
(19) provide-
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(A) that every individual, as a condition of eligibility for and
under this part. shall register for manpower services, training,
and employment as provided by regulations of the Secretay of
labor, unless such individual is-

(i) a child who is under age 16 or attending school full
time;

(ii) a person who is ill, incapacitated, or of advanced age;
(iii) a person so remote from a work incentive project

that his effective participation is precluded;
(iv) a person whose presence in the home is required be-

cause of illness or incapacity of another member of the house-
hold;

(v) a mother or other relative of a child under the age of
six who is caring for the child; or

(vi) the mother or other female caretaker of a child, if
the father or another adult male relative is in the home and
not excluded by clause (i), (ii), (iii), or (iv) of this subpara-
graph (unless he has failed to register as required by this
subparagraph, or has been found by the Secretary of Labor
under section 438(g) to have refused without good cause to
participate under a work incentive program or accept
employment as described in subparagraph (F) of this
paragraph);

and that any individual referred to in clause (v) shall be advised
of her option to register, if she so desires, pursuant to this para-
graph, and shall be informed of the child care services (if any)
which will be available to her in the event she should decide so
to register;

(B) that aid under the plan will not be denied by reason of
such registration or the individual's certification to the Secretary
of Labor under subparagraph (0) of this paragraph, or by
reason of an individual's participation on a project under the
program established bysection 482(b) (2) or (8) ;

(C) for arrangements to assure that there will be made a
non-Federal contribution to the work incentive programs estab-
lished by part C by appropriate agencies of the State or private
organizations of 10 per centum of the cost of such programs, as
specified in section 435(b) ;

(D) that (i) training incentives authorized under section
484, and income derived from a special work project under the

Zll
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program established by section 482(b) (8) shall be disregarded
in determining the needs of an individual under section 402(a)
(I), and (Hi) in determining such individual's needs the addi-
tional expenses attributable to his participation in a program
established by section 482(b) (2) or (8) shall be taken into
account;

(E) [Repealed].
(F) that if and for so long as any child, relative, or individual

(certified to the Secretary of Labor pursuant to subparagraph
(G)) has been found by the Secretary of Labor under section
488(g) to have refused without good cause to participate under a
work incentive program established by part C with respect to
which the Secretary of Labor has determined his participation is
consistt with the purposes of such part C, or to have refused
without good cause to accept employment in which he is able to
engage which is offered through the public employment offices of
the State, or is otherwise offered by an employer if the offer of
such employer is determined, after notification by him, to be a
bona fide offer of employment-

(i) if the relative makes such refusal, such relative's
needs shall not be taken into account in making the deter-
mination uwder clause (7), and aid for any dependent child
in the family in the form of payments of the type described
in action 406(b) (2) (which in such a case shall be without
regard to clauses (A) through (B) thereof) or section 408
will be made;

(HI) aid with respect to a dependent child will be denied
if a child who is the only child receiving aid in the family
makes such refusal;

(iii) if there is more than one child receiving aid in
the family, aid for any such child will be denied (and his
needs will not be taken into account in making the deter-
mination under clause (7)) if that child makes such refusal;
and

(iv) if such individual makes such refusal, such individ-
ual's needs shall not be taken into account in making the
determination under clause (7) ;

except that the State agency shall for a period of sixty days, make
payments of the type described in section 406(b) (2) (without
regard to clauses (A) through (E) thereof) on behalf of the rela-
tive specified in clause (i), or continue aid in the case of a child

ats



specified in clause (U) or (iii), or tase t6 individual needs into
account in the case of n individual pec ed in claus (iv), but
only if during such period uch child, reav, or individual o.
cept. counseling or other srvioes (which the Stae agency shall
make available to such reativ% or individual) aimed at
pesuad such relative, child, or Individual, as the cas may be
to participate in such program in accordance with the determina-
ton of the Seretary of Labor; and

(0) that the State agency will have in effect a special program
which (I) will be administered by a separate administrative unit
and the employees of which will, to the maximum extent feasible,
perform services only in connection with the administration of
such program, (ii) will provide (through arrangements with
others or otherwise) for individuals who have been registered
pursuant to subparagraph (A), in accordance with the order of
priority listed in section 433(a), such health, vocational rehabili.
tation, counseling, child care, and other social and supportive
services as are necessary to enable such individuals to accept em-
ployment or receive manpower training provided under part C,
and will, when arrangements have been made to provide necessary
supportive services, including child care, certify to the Secretary
of Labor those individuals who are ready for employment or train.
ing under part C, (iii) will participate in the development of
operational and employability plans under section 438 (b); and
(iv) provides for purposes of clause (ii), that, when more than
one kind of child care is available, the mother may choose the type,
but she may not refuse to accept child care services if they are
available;

(20) effective July 1, 1969, provide for aid to families with de-
pendent children in the form of foster care in accordance with section
408;

(21) [Repealed].
(22) (Repealed].
(23) provide that by July 1, 1969, the amounts used by the State to

determine the needs of individuals will have been adjusted to reflect
fully changes in living costs since such amounts were established, and
any maximums that the State imposes on the amount of aid paid to
families will have been proportionately adjusted;

(24) provide that if an individual is receiving benefits under title
XVI, then, for the period for which such benefits are received, such

-.132 0 - 16 - $
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individual shall not be regarded as a member of a family for purposes
of determining the amount of the benefits of the family under this title
and his income and resources shall not be counted as income and
resources of a family under this title;

(25) provide (A) that, as a condition of eligibility under the plan,
each applicant for or recipient of aid shall furnish to the State agency
his social security account number (or numbers, if he has more than
one such number), and (B) that such State agency shall utilize such
account numbers, in addition to any other means of identification it
may determine to employ in the administration of such plan; 1

(26) provide that, as a condition of eligibility for aid, each applicant
or recipient will be required-.

(A) to assign the State any rights to support from any other
person such applicant may have (I) In his own behalf or in behalf
of any other family member for whom the applicant is applying
for or receiving aid, and (iH) which have accrued at the time such
assignment is executed,

(B) to cooperate with the State (I) in establishing the pater-
nity of a child born out of wedlock with respect to whom aid is
claimed, and (ii) in obtaining support payments for such appli.
cant and for a child with respect to whom such aid is claimed, or
in obtaining any other payments or property due such applicant
or such child, unless (in either case) such applicant or recipient is
found to have good cause for refusing to cooperate as determined
by the State agency in accordance with standards prescribed by
the Secretary, which standards shall take into consideration the
best interests of the child on whose behalf aid is claimed; and
that, if the relative with whom a child is living is found to be
ineligible because of failure to comply with the requirements of
subparagraphs (A) and (B) of this paragraph, any aid for which
such child is eligible will be provided in the form of protective
payments as described in section 406(b) (2) (without regard to
subparagraphs (A) through (E) of such section) ; 1"

(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 "11

(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 as child support pursuant to a plan approved under
part D, and retained by the State under section 457, which (under the

t Sections 402(a) (25). 402(al (26). and 402(a) (2?) were added by Public LAw 9W-647.
'Rection 402(a) (26) was anendeId by Public law 94-81. See also ectionUs 201(4).

201 (b). 208(a). and M08(d) of Public Law 94-811.
88ection 402(a)(2?) was amended by Public Law 94-f8 5e also mecUon 201(a) of

PubUe law 94-88
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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 aidpaid 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.'

(b) The Secretary shall approve any plan which fulfills the condi.
tions specified in subsection (a), except that he shall not approve any
plan which imposes as a condition of eligibility for aid to families
with dependent children a residence requirement which denies aid
with respect to any child residing in the State (1) who has resided in
the State for one year immediately preceding the application for such
aid, or (2) who was born within one year immediately preceding the
application, if the parent or other relative with whom the child is liv-
ing has resided in the State for one year immediately preceding the
birth.

6 Section 402(a) (28) added by Public Law 04-88.

4"Adh CAkM AAG L
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(o) The Secretar shall, on the basis of his review of the reports
received from the States under clause (15) of subsection (a), compile
such dta as he believes necessary and from time to time publish his
findings as to the effectiveness of the programs developed and admin-
isltred by the States under such clause. The Secretary shall annually
report to the Congress (with the first such report being made on or
before July 1, 1970) on the programs developed and administered by
each State under such clause (15).

Payment to States

Seo. 403 (a) From the sums appropriated therefor, the Secre
tary of the Treasury shall pay to each State which has an approved
plan for aid and services to needy families with children, for each
quarter, beginning with the quarter 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
(including expenditures for premiums under part B of title
XVIII for individuals who am recipients of money payments un-
der such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)--

(A) 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

.41- of remedial care, plus (iii) the number of individuals, not
counted under clause (i) or (ii), with respect to whom~pay-

ments described in section 406(b) (2) are. mrodeoin such Month
and included as expenditures for purposes of this paragrph
or paragraph (2)); plus o

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
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under clause (A), not counting so much of any expenditure
with respect to any mouth as exceeds (i) the product of $82
multiplied 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
under the State plan (including expenditures for premiums under
part B of Title XVIII for individuals who are recipients of
money payments under such plan and other insurance premiums
for medical or any other type of remedial care or the cost thereof)
not counting so much of any expenditure with respect to any
month as exceeds $18 multiplied by the total number of recipients
of such aid for such month; and I

(8) in the case of any State, an amount equal to the sum of
the following proportions of the total amounts expended during
such quarter as found necessary by the Secretary of Health, Edu-
cation, and Welfare for the proper and efficient administration
of the State plan-

(A) 75 per centum of so much of such expenditures as are
for the training (including both short- and long-term train-
ing at educational institutions through grants to such insti-
tutions or by direct financial assistance to students enrolled
in such institutions) of personnel employed or preparing for
employment by the State agency or by the local agency
administering the plan in the political subdivision, and

(B) one-half of the remainder of such expenditures,
except that no payment shall be niado with respect to amounts ex-
pended in connection with the provision of any service described
in section 2002(a) (1) of this Act other than services the provision of

1 Pursuant to see. 9 of the Act of April 1i. 1950 (64 Stat. 44. 4?). the Seeretary of the
Treasury must also pay to the States, in addition to the amounts produced by sec. 403(a)
of the Social Security Act, an amount equal to 80 percent of the State share of assistance
expenditures under the State plan with respect to Navajo and Hopi Indians,

316
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which is required by section 409(a) (19) to be included in the plun
of the 8tate; and '

In h cans of Guam, Puerto RI M d the VIrg !In section 40"(a)(3) eade
as follows:

"(8) ia the cse of AnY State. an amount equal to the sum of the following proper.
toMs o the total amount. expended during su quarter U found aemary by the
Secretary of health, Education, and Welfare for the proper mad dclt adm~nistration
of the State plan-

"(A) TI per cestum a so meuc of such expenditures a ane for-.
"(I) any of the services described Is clauses (14) sad (15) of section 408(s)

which are provided to any child or relative wbo Is reedvins aid under the plan,
or to uny other Individual tUringin the same bom as such relative and child)
whose seeds are takse Into account Is makUin the deteminatio under clause
(T) of such sections

"(It) any of the services described Is clauses (14) and (15) of motion 403(a)
which are provided to any child or relative who Is applying for aid to families
with dependent children or who, within such period or periods as t• e Seem
tary may prescribe, hua been or Is likely to become an applicant for or redpleat
of such aid.
"(Ill) the training ienluding both ahort. and Ioagterm tralnlng at educa-
tional Institutions tbrough granted to such Istiltutione or by direct fsanclai
assistance to student. enroled In such Institutlons) of pereolnnd employed or
preparing for employment by the State agency or by the local agency adminis
terong the plan ti the political subdivision.

"(8) osehalf oat the remainder of such expenditures.
"The services referred to is subpargraiph (A) shall Include only-

"(C) services provided by the steal of the State eyo, or of the local agMeC
administering the State plan In the political subdivison: Presided. That no funds
authored under this part sAlil be available for services defined as vocational Me
habllltation services under the Vocational Rehabilitation Act (I) whchb are available
to Individuals In need of them under programs for their rehabilitation carriel on
under a State plan approved under such Act, or (tt) whieh the State a•pncy or ages.
ties administering or supervising the adminlstrstion of the State plan apprWed
under such Act are able and willing to provide If reimbursed for the cost thereot
pursuant to agreement under subparagraph (D), It provided by such stalk and

"(D) under conditions which shall be prescribed by thO Secretary, services which
Is the judgment of the State agency cannot be as economically or a effectively pro.
vided Ity the staff of such State or load agency and are not others iss reasonably
available to Individuals In need of them, and which are provided, pursuamt to agree
meant with the State agency, by the State health author*t or the State aec or
agencies administerlngl or supervising the administration of the State plan for vocs-
tional rehabIlitalton services approved under the Vocational Rehabilitation Act or by
any other State agency which the Secretary may determine to be appropriate (whether
provided by Its staff or by contract with public (ocal) or nonproft private agencies);

except that services described In clause (11) of subparagraph (C) bereot may be provided
only pursuant to agreement wtth such State agency or ageles administering or super-
vising the a4minlstratlon of the State plan for vocational rebabllltation services so
approved: and except that, to the extent specilfied by the SeOetary, chlld.welfare services,
family planning services, sad family services mway be provided from source other Mtan
those referred to In subparagraphs (C) and (D). The portion of the amount expended
for administration of the State plan to which subparagraph (A) applies and the portion
thereof to which subparagraph (B) applies shall be determined Is accordance with such
methods and procedures as may be permitted by the Secretary.".

Section 248(b) of the Social Security Amendments of 190T also applies:
"(b) Notwithstanding subparagraphs (A) and (B) of section 403(4)(3) of sueb

Act (as amended by this Act), the rate specified In such subParsgraphs In thl cae of
Puerto Rico, the Virgin islands, and Guam, sball be 60 per centum (rather thas
To or 85 per centum).".
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(4) pealedd. E Augs =1
(5) in the case of any State, an amount equal to 50 per centum W

of th. total amount expended under th. State plan during such
quarter as emergency assistance to needy families with children.

The number of individuals with respect to whom payments de-
scribed in section 406(b) (2) are made for any month, who may be
included as recipients of aid to families with dependent children for
purposes of paragraph (1) or (2), may not exceed 10 per centum of
the number of other recipients of aid to families with dependent child.
dren for such month. In computing such 10 percent, there shall not
be taken into account individuals with respect to whom such pay-
ments are made for any month In accordance with section 402(a) (19)
(F) or section 402(a) (26).'

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

(1) The Secretary of Health, Education, and Welf us
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection and stating the amount appropriated or made available
by the State and its political subdivisions for such expenditures
In such quarters, and if such amount is less than the State's pro-
portionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be
derived, (B) records showing the number of dependent children
in the State, and (C) such other investigation as the Secretary
may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be. by any sum by which the
Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less then the amount
which should have been paid to the State for such quarter, and
(B) reduced by a sum equivalent to the pro rat, share to which
the United States is equitably entitled, as determined by the Sec-
retary of Health, Education, and Welfare, of the net amount re-
covered during any prior quarter by the State or any political
subdivision thereof with respect to aid to families with dependent
children furnished under the State plan; except that such in-
creases or reductions shall not be made to the extent that such

I SeBeoa 408 (a) was amended by Pube Jaw 94-S8
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ums have been applied to make the amount certified for any
prior quarter greater or less than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior
quarter.

(8) The Secretary of the Treasuty 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.

(o) Notwithstanding any other provision of this Act, the Federal
share of assistance payments under this part shall be reduced with
respect to any State for any fiscal year after June 30,1978, by one per.
centage point for each percentage point by which the number of indi-
viduals certified, under the program of such State established pursuant
to section 402(a) (19) (G), to the local employment office of the State
as being ready for employment or training under part C, is les than 15
per centum of the average number of individuals in such State who,
during such year, ar required to be registered pursuant to section
402(a) (19) (A).

(d) (1) Notwithstanding subparagraph (A) of subsection (a) (8)
the rate specified insuch subparagraph shall be 90 per centum (rather
than 75 per centum) with respect to social and supportive services pro-
vided pursuant to section 402 (a) (19) (G).

(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 80, 1978, not more than $750,000,000 shall
be appropriated to the Secretary for payments with respect to services
to which paragraph (1) applies.

(e) [Repealed].I
(f) Notwithstanding any other provision of this section, the

amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
June 30, 1978, be reduced by 1 per centum (calculated without regard
to any reduction under section 408(g) of such amount if such State-

(1) in the immediately preceding fiscal year failed to carry
out the provisions of section 402(a) (15) (B) as pertain to requir-
ing the offering and arrangement for provision of family plan-
ning services; or

'In the case of Guam, Puerto Rico, and the Virgin Ilands, section 403(e) reads as
follows:

"(e) Notwithstanding any other provision of subsection (a). with respect to expendi-
tures during any calendar quarter beginning after December 31. 1972 (as found nec-
sar) by the Secretary for the proper and etliclent administration of the plan) which are
attributable to the ofering. arranging, and furnishing, directly or on a contract basis,
of family planning services and supplies, the amount payable to any State under this
part shall be 90 per centum of such expenditures.".

44-•2T; 46-$34 0 - i5 - 15
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(9) in the Immeditly preedin al year (but, in the cae

of the fiscal year beginning July 1,1972, only considering the third
and fourth quarters thereof), failed to carry out the provisions of
section o02(a) (15) (B) of the Social Security Act with respect
to any individual who, within such period or periods as the Secre-
tary may prescribe, has been an applicant for or recipient of aid
to families with dependent children under the plan of the State
approved under this part

(g) Notwithstanding any other provision of this section, the
amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
.Tune 80,1974, be reduced by 1 per centum (calculated without regard
to any reduction under section 408(f)) of such amount if such State
fail$ to-

(1) infom all families in the State receiving aid to families
with dependent children under the plan of the State approved
under this part of the availability of child health screening serv-
ices under the plan of such State approved under title XIX,

(2) provide or arrange for the provision of such screening
services in all casm where they are requested, or

(8) arrange for (directly or through referral to appropriate
agencies, organizations, or individuals) corrective tretment the
need for which is disclosed by such child health scoring 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 81,1976, be reduced
by 5 per centum of such amount if such State is found by the Secre-
tary as the result of the annual audit to have failed to have an effective
program meeting the requirements of section 402(a) (27) in any fiscal
year beginning after September 80, 1976 (but, in the case of the fiscal
year beginning October 1, 1976, only considering the second, third,
and fourth quarters thereof).

Operation of State Plans

Sem. 404. (a) In the case of any State plan for aid and services
to needy families with children which has been approved by the Sec-
retary of Health, Education, and Welfare, if the Secretary, after xea-
sonable notice and opportunity for hearing to the State agency ad-
ministering or supervising the administration of such plan, finds--

(1) that the plan has been so changed as to impose any resi-
dence requirement prohibited by section 402(b), or that in the
administration of the plan any such prohibited requirement is
Imposed, with the knowledge of such State agency, in a substan-
tial number of cases; or
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(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 402
(a) to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that them is no longer any
such failure to comply. Until he is so satisfied he shall make no fur-
ther payments to such State (or shall limit payments to categories
under or parts of the State plan not affected by such failure).

(b) No payment to which a State is otherwise entitled under this
title for any period before September 1, 1962, shall be withheld by
reason of any action IUben pursuant to a State statute which requires
that aid be denied under the State plan approved under this part with
respect to a child because of the conditions in the home in which the
child resides; nor shall any such payment be withheld for any period
beginning on or after such date by reason of any action taken pursu-
ant to such a statute if provision is otherwise made pursuant to a State
statute for adequate care and assistance with respect to such child.

(c) No State shall be found, prior to January 1, 1977, to have
failed substantially to comply with the requirements of section 402
(a) (27) if, in the judgment of the Secretary, such State is making a
good faith effort to implement the program required by such section.

(d) After December 31, 1976, in the case of any State which is
found to have failed substantially to comply with the requirements of
section 402(a) (27), the reduction in any amount payable to such State
required to be imposed under section 408(h) shall be imposed in lieu
of any reduction, with respect to such failure, which would otherwise
be required to be imposed under this section.

Use of Payments for Benefit of Child

See. 405. Whenever the State agency has reason to believe that
any payments of aid to families with dependent children made with
respect to a child are not being or may not be used in the best interests
of the child, the State agency may provide for such counseling and
guidance services with respect to the use of such payments and the
management of other funds by the relative receiving such payments
as it deems advisable in order to assure use of such payments in the
best interests of such child, and may provide for advising such relative
that continued failure to so use such payments will result in substitu-
tion therefor of protective payments as provided under section 406
(b) (2), or in seeking appointment of a guardian or legal representa-
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tive as provided in section 1111, or in the imposition of criminal or
civil penalties authorized under State law if it is determined by a
court of competent jurisdiction that such relative is not using or has
not used for the benefit of the child any such payments made for that
purpose; and the provision of such services or advice by the State
agency (or the taking of the action specified in such advice) shall not
serve as a basis for withholding funds from such State under section
404 and shall not prevent such payments with respect to such child
from being considered aid to families with dependent children.

Definitions

Sec 406. When used in this part,-
(a) The term "dependent child" means a needy child (1) who has

been deprived of parental support. or care by reason of the death, con-
tinued absence from the home, or physical or mental incapacity of a
parent, and who is living with his father, mother, grandfather, grand.
mother, brother, sister, stepfather, stepmother, stepbrother, stepsister,
uncle, aunt, first cousin, nephew, or niece in a place of residence main-
tained by one or more of such relatives as his or their own home, and
(2) who is (A) under the age of eighteen, or (B) under the age of
twenty-one and (as determined by the State in accordance with
standards prescribed by the Secretary) a student regularly attending
a school, college, or university, or regularly attending a course of
vocational or technical training designed to fit him for gainful
employment;

(b) The term "aid to families with dependent children" means
money payments with respect to, or (if provided in or after the third
month before the month in which the recipient makes application for
aid) medical care in behalf of or any type of remedial care recognized
under State law in behalf of, a dependent child or dependent children,
and includes (1) money payments or medical care or any type of
remedial care recognized under State law to meet the needs of the
relative with whom any dependent child is living (and the spouse of
such relative if living with him) and if such relative is the child's
parent and the child is a dependent child by reason of the physical or
mental incapacity of a parent or is a dependent child under section
407), and (2) payments with respect to any dependent child (includ-
ing payments to meet the needs of the relative, and the relative's
spouse, with whom such child is living, and the needs of any other
individual living in the same home if such needs are taken into account
in making the determination under section 402(a) (7)) which do not
meet the preceding requirements of this subsection but which would
meet such requirements except that such payments are made to another

E?



2 se2. 406(e)
individual who (as determined in accordance with standards prescribed
by the Secretary) is interested in or concerned with the welfare of
such child or relative, or are made on behalf of such child or relative
directly to a person furnishing food, living accommodations, or other
goods, services, or items to or for such child, relative or other in.
dividual, but only with respect to a State whose State plan approval
under section 402 includes provision for--

(A) determination by the State agency that the relative of the
child with respect to whom such payments are made has such
inability to manage funds that making payments to him would
be contrary to the welfare of the child and, therefore, it is neces.
sary to provide such aid with respect to such child and relative
through payments described in this clause (2) ;

(B) undertaking and continuing special efforts to develop
greater ability on the part of the relative to manage funds in
such manner as to protect the welfare of the family;

(C) periodic review by so-h State agency of the determination
under clause (A) to ascertain whether conditions justifying such
determination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that the need for such payments is
continuing, or is likely to continue, beyond a period specified
by the Secretary;

(D) aid in the form of foster home cam in behalf of children
described in section 408 (a) ; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made;

(c) The term "relative with whom any dependent child is living"
means the individual who is one of the relatives specified in subsection
(a) and with whom such child is living (within the meaning of such
subsection) in a place of residence maintained by such individual
(himself or together with any one or more of the other relatives so
specified) as his (or their) own home.

(d) [Repealed].'
(e) (1) The term "emergency assistance to needy families with chil-

dren" means any of the following, furnished for a period not in ex-
cess of 30 day in any 12-month period, in the case of a needy child

a In the case of Guam, Puerto Rico. and the Virgin Islands% section 406(d) reads as
follows:

"(d) The term 'family serves' means services to a family or any member thereof for
the purposes of preserving, rehabilitating, reuniting, or strengthening the family, and
such other services as will asaiut members of it family to attain or retain capability for
the mtnzmum self-support and personal lndependene".
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under the age $ who is (or, within such period as may be specified
by the Secretary, has been) living with any of the relatives specilled
in subtion (a) (1) in s place of residence maintained by one or more
of such relatives as his or their own home, but only where such child
is without available resources, the payments, care, or services involved
an necessary to avoid destitution of such child or to provide living
arrangements in a home for such child, and such destitution or need
for living arrangements did not arise because such child or relative
refused without good cause to accept employment or training for
employment-

(A) money payments, payments in kind, or such other pay-
ments as the State agency may specify with respect to, or medical
care or any other type of remedial care recognized under State

-law on behalf of, such child or any other member of the house.
hold in which he is living, and

(B) such services as may be specified by the Secretary;
but only with respect to a State whose State plan approved under sec-
tion 40M includes provision for such asistance.

(M) Imergency assistance as authorized under paragraph (1) may
be provided under the conditions specified in such paragraph to mi-
grant workers with families in the State or in such part or parts
thereof as the State shall designate

(f) Notwithstanding the provisions of subsection (b), the term "aid
to families with dependent children" does not mean payments with
respect to a parent (or other individual whose needs such State deter-
mines should be considered in determining the need of the child or
relative claiming aid under the plan of such State approved under this
part) of a child who fails to cooperate with any agency or official of
the State in obtaining such support payments for such child. Nothing
in this subsection shall be construed to make an otherwise eligible
child ineligible for protective payments because of the failure of such
parent (or such other individual) to so cooperate.

Dependent Children of Unemployed Fathers

Sec. 407. (a) The term "dependent child" shall notwithstand-
ing section 406(a), include a needy child who meets the requirements
of section 406(a) (2), who has been deprived of parental support or
care by reason of the unemployment (as determined in accordance
with standards prescribed by the Secretary) of his father, and who
is living with any of the relatives specified in section 406(a) (1) in
a place of residence maintained by one or more of such relatives as
his (or their) own home.

(b) The provisions of subsection (a) shall be applicable to a State
A-A if the State' plan approved under section 402-

WtZ
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(1) requires the payment of aid to families with dependent
children with respect to a dependent child as defined in subsection
(a) when-

(A) such child's father has not been employed (as deter-
mined in accordance with the standards prescribed by the Seec
retary) for at least 80 days prior to the receipt of such aid,

(B) such father lhas not without good cause, within such
period (of not less than 80 days) as may be prescribed by the
Secretary, refused a bona fide offer of employment or training
for employment, and

(C) (i) such father has 0 or more quarters of work (as
defined in subsection (d) (1)) in any 18-calendar-quarter
period ending within one year prior to the application for
such aid or (ii) he received unemployment compensation
under an unemployment compensation law of a State or of
the United States, or he was qualified (within the meaning of
subsection (d) (8)) for unemployment compensation under
the unemployment compensation law of the State, within one
year prior to the application for such aid; and

(2) provides-
(A) for such assurances as will satisfy the Secretary that

fathers of dependent children as defined in subsection (a)
will be certified to the Secretary of Labor as provided in
section 402(a) (19) within thirty days after receipt of aid
with respect to such children;

(B) for entering into cooperative arrangements with the
State agency spolmnsible for administering or supervising the
administration of vocational education in the State, designed
to assure maximum utilization of available public vocational
education services and facilities in the State in order to
encourage the retraining of individuals capable of being
retrained; and

(C) for the denial of aid to families with dependent chil-
dren to any child or relative specified in subsection (a)-

(i) if, and for so long as, such child's father is not
currently registered with the public employment offices
in the State, and

(ii) with respect to any week for which such child's
father receives unemployment compensation under an
unemployment compensation law of a State or of the
United States.

(c) Notwithstandhig any other provisions of this section, expendi-
tures pursuant to this section shall be excluded from aid to families
with dependent children (A) where such expenditures are made under

22



SO. 407(d) MT
the plan with respect to any dependent child as defined in subsecton
(a), (i) for any part of the 80-day period referred to in subparagraph
(A) of subsection (b) (1), or (ii) for any period prior to the time
when the father satisfies subparagraph (B) of such subaction, and
(B) if, and for a long as, no action is taken (after the 80day period

•. referred to in paragraph (A) of subsection (b) (B)), under the pro.
gram therein specified, to certify such father to the Secretary of labor
pursuant to section 402(a) (19).

(d) For purposes of this section-
(1) the term "quarter of work" with respect to any individual

means a calendar quarter in which such individual received earned
income of not loes than $50 (or which is a "quarter of coverage"
as defined in section 218(a) (B)), or in which such individual
participated in a community work and training program under
action 409 or any other work and training program subject to the
limitations in scion 409, or the work incentive program estab-
lished under part C;

(B) the term "calendar quarter" means a period of 8 consecu-
tive calendar months ending on March 81, June 80, Septem-
ber 80, or December 81; and

(8) an individual shall be deemed qualified for unemployment
compensation under the State's unemployment compensation law
if-

(A) he would have been eligible to receive such unemploy-
ment compensation upon filing application, or

(B) he performed work not covered under such law and
such work, if it had been covered, would (together with any
covered work he performed) have made him eligible to
receive such unemployment compensation upon filing
application.

Federal Payments for Fostr Home Care of Dependent Children

Sec. 408. Effective for the period beginning May 1,1961-
(a) The term "dependent child" shall, notwithstanding section

406(a), also include a child (1) who would meet the requirements of
such action 406(a) or of section 407, except for his removal after
April 80, 1961, from the home of a relative (specified in such section
406(a)) as a result of a judicial determination to the effect that con-
tinuation therein would be contrary to the welfare of such child, (2)
whose placement and care are the responsibility of (A) the State or
local agency administering the State plan approved under section
402, or (B) any other public agency with whom the State agency ad-
ministering or supervising, the administration of such State plan has

__ made an agreement which is still in effect and which includes provi-
-°• sion for assuring development of a plan, satisfactory to such State
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agency, for such child as provided in paragraph (f) (1) and such
other provisions as may be necessary to assure accomplishment of the
objective$ of the State plan approved under section 402, (8) who has
been placed in a foster family home or child-care Institution as a re-
suit of such determination, and (4) who (A) received aid under such
State plan in or for the month in which court proceedings leading to
such determination were initiated, or (B) (i) would have received
such aid in or for such month if application had been made therefor,
or (iH) in the case of a child who had been living with a relative
specified in section 406(a) within six months prior to the month in
which such proceedings were initiated, would have received such aid
in or for such month if in such month he had been living with (and
removed from the home of) such a relative and application had been
made therefor;

(b) the term "aid to families with dependent children" shall, not-
withstanding section 406(b), include also foster care in behalf of a
child described in paragraph (a) of this section-

(1) in the foster family home of any individual, whether the
payment therefor is made to such individual or to a public or
nonprofit private child-placement or child-care agency, or

(2) in a child-care institution, whether the payment therefor
is made to such institution or to a public or nonprofit private
child-placement or child-care agency, but subject to limitations
prescribed by the Secretary with a view to including as "aid to
families with dependent children" in the case of such foster care
in such institutions only those items which are included in such
term in the case of foster care in the foster family home of an
individual;

(c) the number of individuals counted under clause (A) of sec-
tion 408(a) (1) for any month shall include individuals (not other-
wise included under such clause) with respect to whom expenditures
were made in such month as aid to families with dependent children
in the form of foster care; and

(d) services described in paragraph (f) (2) of this section shall be
considered as part of the administration of the State plan for purposes
of section 408 (a) (8) ;
but only with respect to a State whose State plan approved under
section 40-

(a) includes aid for any child described in paragraph (a) of this
section, and

(f) includes provision for (1) development of a plan for each such
child (including periodic review of the necessity for die child's being
in a foster family home or child-care institution) to assure that
herecoives proper care and that services are provided which are de-

ZFT
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signed to improve the conditions in the home from which he was re-
moved or to otherwise make possible his being placed in the home of a
relative specified in section 406(a), and (9) use by the State or local
agency administering the State plan, to the maximum extent practi-
cable, in placing such a child in a foster family home or child-care
institution, of the services of employees, of the State public-welfare

•- agency referred to in section 529(a) (relating to allotments to States
for any child welfare services under part 8 of title V) or any local
agency participating in the administration of the plan referred to in
such section, who perform functions in the administration of such
plan.

For the purposes of this section, the term "foster family home"
means a foster family home for children which is licensed by the State
in which it is situated or has been approved, by the agency of such
State responsible for licensing homes of this type as meeting the stand.
yards established for such licensing; and the term "child-care institu-
tion" means a nonprofit private child-cam institution which is licensed
by the State in which it is situated or has been approved, by the agency
of such State responsible for licensing or approval of institutions of
this type, as meeting the standards established for such licensing.

Community Work and Training P oMgams
Sc. 409. (a) For the purpose of assisting the States in encour-

aging, through community work and training programs of a construc-
tive nature, the conservation of work skills and the development of
new skills for individuals who have attained the age of 18 and are
receiving aid to families with dependent children, under conditions
which are designed to assure protection of the health and welfare of
such individuals and the dependent children involved, expenditures
(other than for medical or any other type of remedial car) for any
month with respect to a dependent child (including payments to meet
the needs of any relative or relatives specified in section 406(a), with

.•*• whom he is living) under a State plan approved under section 402
shall not be excluded from aid to families with dependent children
because such expenditures are made in the form of payments for
work performed in such month by any one or more of the relatives
with whom such child is living if such work is performed for the
State agency or any other public agency under a program (which
need not be in effect in all political subdivisions of the State) admin-
istered by or under the supervision of such State agency, if there is
State financial participation in such expenditures, and if such State
plan includes-

(1) provisions which, in the judgment of the Secretary, pro-
vide reasonable assurance that-
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(A) appropriate standards for health, safety, and other
conditions applicable to the performance of such work by
such relatives are established and maintained;

(B) payments for such work at* at rates not less than
the minimum rate (if any) provided by or under State law
for the same type of work and not less than the rates prevail.
ing on similar work In the community;

(C) such work is performed on projects which serve a
useful public purpose, do not result either In displacement of
regular workers or in the performance by such relatives of
work that would otherwise be performed by employees of
public or private agencies, institutions, or organizations, and
(except in cases of projects, which involve emergencies or
which are generally of a nonrecurring nature) are of a type
which has not normally been undertaken in the past by the
State or community, as the case may be;

(D) 'in determining the needs of any such relative, any
additional expenses reasonably attributable to such work will
be considered;

(E) any such relative shall have reasonable opportunities
to seek regular employment and to secure any appropriate
training or retraining which may be available;

(F) any such relative will, with respect to the work so per-
formed, be covered under the State workmen's compensation
law or be provided comparable protection; and

(G) aid under the plan will not be denied with respect to
any such relative (or the dependent child) for refusal by such
relative to perform any such work if he has good cause for
such refusal;

(2) provision for entering into cooperative arrangements with
the system of public employment offices in the State looking to-
ward employment or occupational training of any such relatives
performing work under such program, including appropriate pro-
vision for registration and periodic reregistration of such relatives
and for maximum utilization of tite job placement services and
other services and facilities of such offices;

(8) provision for entering into cooperative arrangements with
the State agency or agencies responsible for administering or su-
pervising the administration of vocational education and adult
education in the State, looking toward maximum utilization of
available public vocational or adult education services and facili-
ties in the State in order to encourage the training or retraining
of any such relatives performing work under such program and
otherwise assist them in preparing for regular employment;
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(4) provision for assuring appropriate arrangements for the
care and protecio of the child during the absence from the home
of any such relative performing work under such program in
order to mum that such absnes and work will not be inimical
to the welfare of the child;

(5) provision tha there be no adjustment or recovery by the
State or any political subdivision thereof on account of any pay-
ments which are correy made for such work; and

(6) such other prvisions u the Secretary finds necessary to
assure that the operation of such program will not interfere with
achievement of the objectives at forth in section 401.

(b) In the case of any State which makes expenditures in the form
described In subsection (a) under its State plan approved under sec.
tion 402, the proper and efiient administration of rte State plan, for
purpose of section 408(a) (8) and (4) may not include the cost of
making or acquiring materials or equipment in connection with the
work performed under a program referred to in subsection (a) or the
cost of supervision of work under such program, and may include only
such other costs attributable to such programs as are permitted by the
Secr& ry.l

Sem. 410. [Repealed.]

Part B--Clld.Welfare Srvices

Appropriation

Sem. 420. For the purpose of enabling the United States, through
the Secretary, to cooperate with State public welfare agencies in
establishing, extending, and strengthening child-welfare services, the
following sums ar hereby authorized to be appropriated: $196,000,000
for the fiscal year ending June 30,1978, $211,000,000 for the fiscal year
ending June 80, 1974, $228,000,000 for the fiscal year ending June 80,
1975, $•2,000,000 for the fiscal year ending June 80,1976, and $266,.
oooM00 for each ficald year th ereater.

Allotments to States

Seo. 421. The sum appropriated pursuant to section 420 for each
fisca year shall be allotted by the Secretary for use by cooperating
State public welfam agencies which have plans developed jointly by
the State agency and the Secretary, as follows: He shall allot $70,000
to each State and shall allot to each State an amount which bears the
same ratio to the remainder of the sum so appropriated for such year

&pLO. N0-. we. 3O4(o)() prviv":
1'Tbe provdons of seetion 409 of the Soctat Security Act sabal not apply ts anM State

with repeat to any quarter MeWnning after June 0, 196V
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as the product of (1) the population of such State under the age of
21 and (2) the allotment percentage of such State (u determined
under section 428) bears to the sum of the corresponding products
of oln the State&

Payment to State

Se, 422. (a) From the sums appropriated therefor and the
allotment available under this part, the Secretary shall from time to
time pay to each State-

(1) that has a plan for child-welfare services which has been
developed as provided in this part and which-

(A) provides that (I) the individual or agency designated
pursuant to section 2008 (d) (1) (C) to administer or super-
vise the administration of the State's services program will
administer or supervise the administration of such plan for
child-welfare services and (ii) to the extent that child-welfare
services are furnished by the staff of the State agency or local
agency administering such plan for child-welfare services, asingle organizational unit in such State or local agency, as the
case may be, will be responsible for furnishing such child-
welfare services,'

(B) provides fc. coordination between the services pro-
vided under such plan and the services provided for depend-
eant children under the State plan approved under part A
of this title, with a view to provision of welfare and related
services which will best promote the welfare of such children
and their families, and

(C) provides, with respect to day car services (includ-
ing the provision of such care) provided under this title-

(i) for cooperative arrangements with the State
health authority and the State agency primarily respon-
sible for State supervision of public schools to sure
maximum utilization of such agencies in the provision of
necessary health services and education for children re-
ceiving day care,,&t dvs heSa(ii) for an advisory committee, to advise the State
public welfare agency on the general policy involved in
the provision of day care services under the plan, which

In the ease of Gusms Puerto Rico, and the Virinf Islands, section 422(a) (1) (A) reals
as follows:

"(A) provides that (i) the State agency designated pursuant to section 402(a)(3) to
administer or supervise the adminlstration of the plan of the State approved under part
A of this title will administer or supervise the administration of such plan for child.
welfare services and (4I) to the extent that chld-welfare services are furnished by the
sttl of the State agencr or local agency dadmniStering such plan for chIld-welfare serv-
ices, the orpgnlutlonal unit In such State or local agenc established pursuant to @$L

don 402(a)(15) will be responsible for furnishing such chldlwelfare services.".
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an include amon Its members representatives of other
stat agent a erned with day care or service related
tereto and persons repsattve of professional or
dcvi or other public or nonprofit private - 0 or-
nlsations, or groups concene with the provision of day

(III) for such muad as roy be neweuryto a.
sure provision of day cars under the plan only in cam in
which it is in the best inter of the child and the mother
and only in cues in which it is determined, under criteria
established by the State, that a need for such care exists;
and, in cases in which the family is able to pay part or
all of the cots of such care for payment of such fees as
may be reasonable in the light of such ability,

(Ov) for giving priority, in determining the existence
of need for such day care, to members of low-income or
other groups in the population, and to geographical
areas, which have the greatest relatve need for e on
ofsuch day care, and

(v) that day care provided under the plan will be
provided only in facilities (nludin priv homes)
which are licensed by the State, or approved (as meeting
the standards established for such licensing) by the State
agency rponb for li s facilities of this type,
and

(vi) for the development and implementation of ar-
rangements for the more effective involvement of the
parent or parents in the appropriate care of the child
and the improvement of the health and development of
the child, and

(9) that mak a tisfactory showing that the State is extend-
ing the provision of child-welfare rvices in the State, with
priority ben given to communites with the greatest need for
such services after giving consideration to their relative financial
need, and with a view to making L~ailable by July 1, 1975, in
all political subdivisions of the State, for all children in need
thereof, child-welfare services provided by the staff (which shall
to the extent feasible be composed of trained child-welfare per-
sonnel) of the State public welfare agency or of the local agency
participating in the adminisrton of the plan in the politicalsubdivision.

except that (effective July 1, 1969, or, if earlier, on the date as of
which the modification of the State plan to comply with this require-
ment with respect to subprofessional staff is approved) such plan
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shall provide for the training and effetivp upe of paid subprofesional
staff with particular emphasis on the full-time or part-time employ-
ment of persons of low income, as community service aides, in the
administration of the plan and for the use of nonpaid or partially
paid volunteers in providing services and in assisting any advisory
committees established by the State agency, an amount equal to the
Federal share (as determined under section 423) of the total sum
expended under such plan (including the cost of administration of
the plan) in meeting the costs of State, district, county, or other local
child-welfare services, in developing State services for the encourage-
ment and assistance of adequate methods of community child-welfare
organization, in paying the costs of returning any runaway child who
has not attained the age of eighteen to his own community in another
State, and of maintaining such child until such return (for a period
not exceeding fifteen days), in cases in which such costa cannot be met
by the parents of such child or by any person, agency, or institution
legally responsible for the support of such child. In developing such
services for children, the facilities and experience of voluntary agen-
cies shall be utilized in accordance with child-care programs and ar-
rangements in the State and local communities as may be authorized
by the State.

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

(1) The Secretary shall, prior to the beginning of each period
for which a payment is to be made, estimate the amount to be paid
to the State for such period under the provisions of subsection (a).

(2) From the allotment available therefor, the Secretary shall
pay the amount so estimated, reduced or increased, as the case may
be, by any sum (not previously adjusted under this section) by
which he finds that his estimate of the amount to be paid the State
for any prior period under this section was greater or less than
the amount which should have been paid to the State for such
prior period under this section.

(c) If on December 1, 1974, the agency of a State administering its
plan under this part was not the agency designated pursuant to section
402(a) (8), subsection (a) (1) (A) of this section shall not apply with
respect to such agency but only so long as such agency is not the
agency designated under section 2003(d) (1) (C), and if on December
1, 1974, the local agency administering the plan of a State under this
part in a subdivision of the State is not the local agency in such sub-
division administering the plan of such State under part A of this
title, subsection (a) (1) (A) of this section shall not apply with respect
to such local agency but only so long as such local agency is not the
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locd agency Administering the program of the State for the provision
of services under title XX.

Allotmet Peremtag and Fed"l Sham
SM. 4M3 (a) The "allotment peenta" for any State shall

be 100 per centum less the State percentage; and the State percentage
shall be the per-onta which burs the same ratio to 50 per centum as
the pita income of suchState behs to the per capita incomeof
the United States; except that (1) the allotment percentage shall in
no case be loes than 80 per centum or more than 70 per centum, and
(9) the allotment percentage shall be T0 per centum in the case of
Puerto Rico, the Virgin Islands, and Guam

(b) The "Federal share" for any State for any fiscal year shall be
100 per centum less that percentage which bears the same ratio to
S0per centum as the per capita income of such States bear to the per
capital income of the United States, except that (1) in no can shall
the Federal share be less than 388 per centum or more than 66% per
centum, and (2) the Federal share shall be 66% per centum in the case
of Puerto Rico, the Virgin Islands, and Guam.

(a) The Federal share and allotment percentage for each State
shall be promulgated by the Secretary between July 1 and August
81 of each even-numbered year, on the basis of the average per capita
income of eacb State and of the United States for the three most
recent calendar years for which satisfactory data are available from
the Department of Commerce. Such promulgation shall be conclusive
for each of the two fiscal years in the period beginning July I next
succeeding such promulgation: PIvid&4 That the Federal shares and
allotment percentages promulgated under section 524(c) of the Social
Security Act in 1968 shall be effective for purposes of this section for
the fiscal years ending June 80, 1968, and June 80, 1989.

(d) For purposes of this section, the term "United States" means
the fifty States and the District of Columbia.

Rullotiniut

See. 424. The amount of any allotment to a State under section
421 for any fiscal year which the State certifies to the Secretary will
not be required for carrying out the State plan developed as provided
in such action shall be available for reallotment from time to time, on
such dates as the Secretary may fix, to other States which the Secre-
tary determines (1) have need in carrying out their State plans so
developed for sums in excess of those previously allotted to them under
that section and (2) will be able to use such excess amounts during such
fiscal year. Such reallotmenta shall be made on the basis of the State

M4



35 Sec. 436(s)

plans so developed, after taking into consideration the population
under the age of twenty-one, and the per capital i of each such
State s compared with the population under the age of twenty-one,
and the per capita income of all such States with respect to which such

demintion by the Secretary has been made. Any amount so real.
lotted to a State shall be deemed part of its allotment under section

S421.
Deintion

Sec. 425. For purposes of this title, the term "child-welfare
services" means public social services which supplement, or substitute
for, parental car and supervision for the purpose of (1) preventing or
remedying, or assisting in the solution of problems which may result
in, the neglect, abuse. exploitation, or delinquency of children, (9)
protecting and caring for homeless, dependent, or neglected children,
(8) protecting and promoting the welfare of children of working
mothe, and (4) otherwise protecting and promoting the welfare of
children, including the strengthenin of their own homes where pose.
sible or, where needed, the provision of adequMe care of children
away from their homes in foster family homes or day-care or other
child-care facilities.

ResearOMch, Train , or Dmonmt on Projects

Sec. 425. (a) There are hereby authorized to be appropriated for
each fiscal year such sums as the Congress may determine-

(1) for grants by the Secretary--
(A) to public or other nonprofit institutions of higher

learning, and to public or other nonprofit agencies and or-
ganizations engaged in research or child-welfare activities,
for special research or demonsrtion projects in the field of
child welfare which are of regional or national significance
and for special projects for the demonstration of new moth-
ods or facilities which show promise of substantial contri-
bution to the advancement of child welfare;

(B) to State or local public agencies responsible for admin-
istering, or supervising the administration of, the plan under
this part, for projects for the demonstration of the utilization
of research (including findings resulting therefrom) in the
field of child welfare in order to encourage experimental and
special types of welfare services; and

(C) to public or other nonprofit institutions of higher
learning for special projects for training personnel for work
in the field of child welfare, including traineeships with

".m*T: u-In4 o - is * is
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such stipends and allowances as may be permitted by the
Secretary; and

(2) for contracts or jointly financed cooperative arrangements
with States and public and other organizations and agencies for
the conduct of research, special projects, or demonstration proj.
ects relating to such matters.

(b) Payments of grants or under contracts or cooperative arrange.
ments under this section may be made in advance or by way of reim-
bursement, and in such installments, as the Secretary may determine;
and shall be made on such conditions as the Secretary finds neces-
sary to carry out the purlpses of the grants, contracts, or other
arrangements.

Part C-Work Incentive Program for Recipients of Aid Under
State Plan Approved Under Part A

Purpose

See. 430. The purpose of this part is to require the establishment
of a program utilizing all available manpower services, including
those authorized under other provisions of law, under which in,
dividuals receiving aid to families with dependent children will be
furnished incentives, opportunities, and necessary services in order for
(1) the employment of such individuals in the regular economy, (2)
the training of such individuals for work in the regular economy, and
(8) the participation of such individuals in public .wrvice employ-
ment, thus restoring the families of such individuals to independence
and useful roles in their communities. It is expected that the individ-
uals participating in the program established under this part will
acquire a sense of dignity, self-worth, and confidence which will flow
from being recognized as a wage-earning member of society and that.
the example of a working adult in these families will have beneficial
effects on the children in such families.

Appropriation

See. 431. (a) There is hereby authorized to be appropriated to
the Secretary of Health, Education, and Welfare for each fiscal year a
sum sufficient to carry out the purposes of this part. The Secretary of
Health, Education, and Welfare shall transfer to the Secretary of
Labor from time to time sufficient amounts, out of the moneys appro-
priated pursuant to this section, to enable him to carry out such
purposes

(b) Of t6e amounts expended from funds appropriated pursuant
to subsection (a) for any fiscal year (commencing with the fiscal year
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ending June 80,A 8), not less than 884 per centum thereof shall be
expended for carrying out the program of on-the-job training referred
to in section 482(b) (1) (B) and for carrying out the program of pub-
lie service employment referred to in section 482(b) (8).

(o) Of the sums appropriated pursuant to subseion (a) to carry
out the provisions of this part for any fiscal year (commencing with

~ the fiscal year ending June 80,1978), not loes than 50 percent shall be
allotted among the States in accordance with a formula under which
each State receives (from the total available for such allotment) an
amount which bears the same ratio to such total as-

(1) in the case of the fiscal year ending June 80, 1978, and the
fiscal year ending June 80,1974, the average number of recipients
of aid to families with dependent children in such State during
the month of January last preceding the commencement of such
fiscal year bears to the average number of such recipients during
such month in all the States; and

(9) in the case of the fiscal year ending June 80, 197, or in the
case of any fiscal year thereafter, the average number of individ-
uals in such State who, during the month of January las preced-
ing the commencement of such fiscal year, are registered pursuant
to section 402(a) (19) (A) bear to the average number of individ-
uals in all States who, during such month, are so registered.

Establishment of Programs

Sev. 432. (a) The Secretary of Labor (hereinafter in this part
referred to as the Secretary) shall, in accordance with the provisions
of this part, establish work incentive programs (as provided for in
subsection (b) of this.section) in each State and in each political
subdivision of a State in which he determines there is a significant
number of individuals who have attained age 16 and are receiving
aid to families with dependent children. In other political subdivi-
sions, he shall use his best efforts to provide such programs either
within such subdivisions or through the provision of transportation
for such persons to political subdivisions of the State in which such
programs are established.

(b) Such programs shall include, but shall not be limited to, (1)
(A) a program placing as many individuals as is possible in employ-
ment, and (B) a program utilizing on-the-job training positions for
others, (2) a program of institutional and work experience training
for those individuals for whom such training is likely to lead to regu-
lar employment, and (8) a program of public service employment
for individuals for whom a job in the regular economy cannot be
found*
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(c) In carrying out the purposes of this part the Secretary may
make grants to, or enter into agreements with, public or private agen-
cies or organizations (including Indian tribes with respect to Indians
on a reservation), except that no such grant or agreement shall be
made to or with a private employer for profit or with a private non-
profit employer not organized for a public purpose for purposes of the
work experience program established by claus (2) of subsection (b).

(d) In providing the manpower training and employment services
and opportunities required by this part, the Secretary of Labor shall,
to the maximum extent feasible, assure that such services and opportu-
nities are provided by using all authority available to him under this
or any other Act. In order to assure that the services and opportunities
so required are provided, the Secretary of Labor shall use the funds
appropriated to him under this part to provide programs required by
this part through such other Act, to the same extent and under the
same conditions (except as regards the Federal matching percentage)
as if appropriated under such other Act and, in making use of the
program of other Federal, State, or local agencies (public or pri-
vat.), the Secretary of Labor may reimburse such agencies for services
rendered to persons under this part to the extent such services and
opportunities are not otherwise available on a nonreimbursable basis.

(e) The Secretary shall take appropriate steps to assure that the
present level of manpower services available under the authority of
other statutes to recipients of aid to families with dependent children
is not reduced as a result of programs under this part.

(f) (1) The Secretary of Labor shall establish in each State, munic-
ipality, or other appropriate geographic area with a significant num-
ber of persons registered pursuant to section 402(a) (19) (A) a Labor
Market Advisory Council the function of which will be to identify
and advise the Secretary of the types of jobs available or likely to
become available in the area served by the Council; except that if there
is already located in any area an appropriate body to perform such
function, the Secretary may designate such body as the Labor Market
Advisory Council for such area.

(2) Any such Council shall include representatives of industry,
labor, and public service employers from the area to be served by the
Council.

(8) The Secretary shall not conduct, in any area, institutional
training under any program established pursuant to subsection (b) of
any type which is not related to jobs of the type which are or aie
likely to become available in such area as determined by the Secretary
after taking into account information provided by the Labor Market
Advisory Council for such area,
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So&. 433. (a) The Secretary shall provide a program of testing
and counseling foi all persons certified to him by a State, pursuant to
section 402(a) (19) (0), and shall select those persons whom he finds
suitable for the programs established by clauses (1) and (2) of section

•-'• 432(b). Those not so selected shall be deemed suitable for the program
established by clause (8) of such section 482(b) unless the Secretary
finds that there is good cause for an individual not to participate in
such program. The Secretary, in carrying out such program for in-
dividuals certified to him under section 402(a) (19) (0), shall accord
priority to such individuals in the following order, taking into account
employability potential: first, unemployed fathers; second, mothers,
whether or not required to register pursuant to section 402(a) (19)
(A), who volunteer for participation under a work incentive program;
third, other mothers, and pregnant women, registered pursuant to sec-
tion 402(a) (19) (A), who are under 19 years of age; fourth, depend.
ent children and relatives who have attained age 16 and who are not
in school or engaged in work or manpower training; and fifth, all
other individuals so certified to him.

(b) (1) For each State the Secretary shall develop jointly with the
administrative unit of such Stute administering the special program
referred to in section 402(a) (19) (0) a statewide operational plan.

(2) The statewide operational plan shall prescribe how the work
incentive program established by this part will be operated at the local
level, and shall indicate (i) for each area within the State the num-
ber and type of positions which will be provided for training, for
on-the-job training, and for public service employment, (ii) the man-
ner in which the information provided by the Labor Market Advisory
Council (established pursuant to section 482(f)) for any such area
will be utilized in the operation of such program, and (iii) the par-
ticular State agency or administrative unit thereof which will be
responsible for each of the various activities and functions to be per-

- formed under such program. Any such operational plan for any State
must be approved by the Secretary, the administrative unit of such
State administering the special program referred to in section 402 (a)
(19) (0), and the regional joint committee (established pursuant to
section 439) for the area in which such State is located.

(8) The Secretary shall develop an employability plan for each
suitable person certified to him under section 402(a) (19) (0) which
shall describe the education, training, work experience, and orienta-
tion which it is determined that such person needs to complete in
order to enable him to become self-supporting.

no



8ee.433(c)

(o) The Secretary shall make maximum use of services available
from other Federal and State agencies and, to the extent not other-
wise available on a nonreimburable bass, he may reimburse such
agencies for services rendered to persons under this part.

(d) To the extent practicable and where necessary, work incentive
program established by this part shall include, in addition to the

~ regular counseling, testing, referral available through the Federal-
State Employment Service System, program oriepitation, basic educa-
tion, training in communications and employability skills, work
experience, institutional training, on-the-job training, job develop-
ment, and special job placement and followup services, required to
aist participant in securing and retaining employment and securing
possibilities for advancement.

(e) (1) In 'order to develop public service employment under the
program established by section 432(b) (8), the Secretary shall enter
into agreements with (A) public agencies, (B) private nonprofit or-
ganizations established to serve a public purpose, and (C) Indian
tribes with respect to Indiant on a reservation, under which individ-
uals deemed suitable for participation in such a program will be pro-
vided work which serves a useful public purpose and which would
not otherwise be performed by regular employees.

(8) Such agreements shall provide-
(A) for the payment by the Secretary to each employer, with

respect to public service employment performed by any individual
for such employer, of an amount not exceeding 100 percent of the
cost of providing such employment to such individual during the
first year of such employment, an amount not exceeding 75 per-
cent of the cost of providing such employment to such individual
during the second year of such employment, and an amount not
exceeding 50 percent of the cost of providing such employment to
such individual during the third year of such employment;

(B) the hourly wage rate and the number of hours per week
individuals will be scheduled to work in public service employ-
ment for such employer;

(C) that the Secretary will have such access to the premises of
the employer as he finds necessary to determine whether such em-
ployer is carrying out his obligations under the agreement and
this part; and

(D) that the Secretary may terminate any agreement under
this subsection at any time.

(8) (Repealed.]
(4) No wage rates provided under any agreement entered into

under this subsection shall be lower than the applicable minimum wage
for the particular work concerned.
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(f) Before entering into a project under setion 4M9(b) (8), the

Secretary shall have reasonable asurances that-
(1) appropriate standards for the health, safety, and other

conditions applicable to the performance of work and training on
such project am established and will be maintain

(9) such project will not result in the displacement of ema.
played workers,

(8) with respect to such project the conditions of work, train.
ing, education, and employment are reasonable in the light of such
factors as the type of work, geographical region, and proficienoy
of the participant,

(4) appropriate workmen's compensation protecon is provided
to all participants.

(g) Where an individual certified to the Secretary of LIbor pur-
suant to section 402(a) (19) (0) refuses without good cause to accept
employment or participate in a project under a program established
by this part, the Secretary of labor shall (after providing opportunity
for fair hearing) notify the State agency which certified such indi-
vidual and submit such other information as he my have with respect
to such refusal."(h) With respect to individuals who are participants in public
service employment under the program established by section 489(b)
(8), the Secretary salmll periodically (but at least once every six
months) review the employment record of each such individual while
on such special work project and on the basis of such record and such
other information as he aiay acquire determine whether it would be
feasible to place such individual in regular employment or on any of
the projects under the programs established by section 482(b) (1)
and (9).

Incentive Payment

Sec. 434. (a) The Secretary is authorized to pay to any par-
ticipant under a program established by section 432(b) (2) an incen-

/,• Live payment of not more than $30 per month, payable in such
amounts and at such times as the Secretary prescribes.

(b) The Secretary of Labor is also authorized to pay, to any mem-
ber of a family participating in manpower training under this part,
allowances for transportation and other costs incurred by such mem-
ber, to the extent such costs are necessary to and directly related to the
participation by such member in such training.

Federal Assistance

Sec. 435. (a) Federal assistance tinder this part shall not exceed
90 per centum of the costs of carrying out this part. Non-Federal con-
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tributions may be cash or in kind, fairly evaluated, including tut not
limited to plant, equipment, and services.

(b) Costs of carrying out this part include costs of training, ,per
vision, materials, administration, incentive payments, transportation,
and other items as are authorized by the Secretary, but may not in-

• elude any reimnbursement for tune spent by participants in work,
Straining, or other participation in the program.

Period of Enrollment

Sec. 438. (a) The program established by section 482(b) (2)
shall be designed by the Secretary so that the average period of enroll-
ment under all projects under such program throughout any area of
the United States will not exceed one year.

(b) Services provided under this part nmay continue to be provided
to an individual for such period as the Secretary determines (in ac-
cordance with regulations prescribed jointly by him and the Secre-
tary of Health, Education, and Welfare) is necessary to qualify him
fully for employment even though his earnings disqualify hint from
aid under a State plan approved under section 402.

Relocation of Participants

Se.c 437. The Secretary may assist participants to relocate their
pla&6 of residence when hio determines such relocation is necessary in
order to enable then to become permanently employable and self-sup-
porting. Such assistance shall be given only to participants who con-
cur in their relocation and who will be employed at their place of
relocation at wage rates which will meet at least their full need as
determined by the State to which they will be relocated. Assistance
under this section shall not exceed the reasonable costs of tranmporta-
tion for participants, their dependents and their household belong-
ings plus such relocation allowance as the Secretary determines to be
reasonable.raoal. Participants Not Federal Employees

Sec. 438. Participants in programs established by this part shall
be deemed not to be Federal employees mad shall not be subject to the
provisions of laws relating to Federal employment including those re-
lating to hours of work, rates of compenltion, leave, unemployment
compensation, and Federal employee benefits.

Rules and Regulations

Se&. 439. The Secretary and the Secretary of Health, Fdication,
and Welfare, shall, not later than July 1, 1972, issue regulations
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to carry out the purposes of this part. Such regulations shall provide
for the establislunent, jointly by the Secretary and the Secretary of
Health, Education, and Welfare, of (1) a national coordination com.
mittee the duty of which shall be to establish uniform reporting and
similar requirements for the administration of this part, and (2) a
regional coordination committee for each region which shall be re-

., sponsible for review and approval of statewide operational plans de-
veloped pursuant to section 488 (b).

Annual Report
See. 440. The Secretary shall annually report to the Congress

(with the first such report being made on or before July 1, 1970) on
the work incentive programs established by this part.

Evaluation and Research

Sec. 441. (a) The Secretary shall (jointly with the Secretary
of Health, Education, and Welfare) provide for the continuing evalua-
tion of the work incentive programs established by this part, including
their effectiveness in achieving stated goals and their impact on other
related programs. He also may conduct research regarding ways to
increase the effectiveness of such programs. He may, for this purpose,
contract for independent evaluations of and research regarding such
programs or individual projects under such programs. For purposes of
sections 435 and 443, the cost of carrying out this section shall not be
regarded as costs of carrying out work incentive programs established
by this part. Nothing in this section shall be construed as authorizing
the Secretary to enter into any contract with any organization after
June 1, 1970, for the dissemination by such organization of informs-
tion about programs authorized to be carried on under this part.

Technical Assistance for Providers of Employment or Training

Sec. 442. The Secretary is authorized to provide technical assist-
ance to providers of employment or training to enable them to partici-
pate in the establishment and operation of programs authorized to be
established by section 432(b).

Collection of State Share

See. 413. If a non-Federal contribution of 10 per centum of the
costs of the work incentive programs established by this part is not
made in any State (as specified in section 402(a)), the Secretary of
Health, Education, and Welfare may withhold any action under see-
tion 401 because of the State's failure to comply sutantially with a

924



S. 44()a)

provision required by section 402. If the Secretary of Health, Educa-
tion, and Welfare does withhold such action, he shall, after reasonable
notice and opportunity for hearing to the appropriate State agency or
agencies, withhold any payments to be made to the State under see-
lions 8(a), 408(a), 1003(a), 1408(a), 1608(a), and 1M08(a) until the
amount so withheld (including any amounts contributed by the State

•. pursuant to the requirement in section 402(a) (19) (C)) equals 10 per
centuan of the costs of such work incentive programs. Such withhold-
ing shall remain in effect until such time as the Secretary has assur-
ances from the State that such 10 per centum will be contributed as re-
quired by section 402. Amounts so withheld shall be deemed to have
been paid to the State under such sections and shall be paid by the
Secretary of Health, Education, and Welfare to the Secretary. Such
payment shall be considered a non-Federal contribution for purposes
of section 485.

Agreements With Other Agencies Providing Assistance to
Families of Unemployed Parents

See. 444. (a) The Secretary is authorized to enter into an agree-
ment (in accordance with the succeeding provisions of this section)
with any qualified State agency (as described in subsection (b)) under
which the program established by the preceding sections of this part
C will (except as otherwise provided in this section) be applicable to
individuals certified by such State agency in the same manner, to the
same extent, and under the same conditions as such program is appli-
cable with respect to individuals certified to the Secretary by a State
agency administering or supervising the administration of a State plan
approved by the Secretary of Health, Education, and Welfare under
part A of this title.

(b) A qualified State agency referred to in subsection (a) is a
State agency which is charged with the administration of a program-

(1) the purpose of which is to provide aid or assistance to the
families of unemployed parents,

(2) which is not established pursuant to part A of title IV of
the Social Security Acts

(8) which is financed entirely from funds appropriated by the
Congress, and

(4) none of the financing of which is made available under
any program established pursuant to title V of the Economic
Opportunity Act.

(e) (1) Any agreement under this section with a qualified State
agency shall provide that such agency, will, with respect to all individ.
uals receiving aid or assistance under the program of aid or assistance
to families of unemployed parents administered by such agency, com-
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ply wi the otquime imposed by section 402(a)(109) In the
saum manner and to the same eztnt as if (a) such qualified agn 7,
wer the agency in such t.t. administering or superWV g the 8-
minkration of a State plan approved under part A of this t and
(B) Individuals receiving aid or s tance under the program ad-
ministered by such qualified agency were recipients of aid under a
State plan which is so approved.

(2) Any agreement entered into under this section shall remain in
eect for such period as may be specified in the greemet by the Seo-
retary and the qualified State agency, except that, whenever the Secre-
taI7 determines, after reasonable notice and opportunity for hearing
to the qualified State agency, that such agency has failed substantially
to comply with its obligations under such agreement, the Secretary
may suspend operation of the agreement until such time as he is
satisfied that the State agency will no longer fail substantially to
comply with its obligations under such agreement,

(8) Any such agreement shall further provide that the agreement
will be inoperative for any calendar quarter if, for the preceding
calendar quarter, the maximum amount of benefits payable under the
program of aid or assistance to families of unemployed parents ad-
ministered by the qualified State agency which is a party to such

e ent is lower than the maximum amount of benefits payable
under such program for the quarter which ended September 80,1967.

(d) The Secretary shall, at the request of any qualified State
agency referred to in subsection (a) of this section and upon receipt
from 16. of a list of the names of individuals rereferred to the Secre
tary, furnish to such agency the names of each individual on such list
participating in public service employment under section 483(a) (8)
whom the Secretary determines should continue to participate in such
employment. The Secretary shal" not comply with any such request
with respect to an individual on such list unless such individual has
been certified to the Secretary by such agency under section 402(a)
(19) (G) fora period of at least ix monthL

Part D-Child Support and Establishment of Paternity"

Appropriation

See. 451. For the purpose of enforcing the support obligations
owed by absent parents to their children, locating absent parents,
establishing paternity, and obtaining child support, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this part.

Part D was established by part B ot Publie aw 4 1 w ¶•leTlvdateotJUh7 1.

1975 except tot section 459 which dt e ofJnuJu . .
STho efeettie dat, of July 1, 1,TuvJ changed t, August 1. 1975 by Public Law %,-4&
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Duties of the Secretary

See. 452. (a) The Secretary shall establish, within the Department
of Health, Education, and Welfare a separate organizational unit,
under the direction of a designee of the Secretary, who shall report
directly to the Secretary and who shall-

(1) establish such standards for State programs for locating
absent parents, establishing paternity, and obtaining child sup-
port as he determines to be necessary to assure that such programs
will be effective;

(2) establish minimum organizational and staffing requirements
for State units engaged in carrying out such programs under
plans approved under this part;

(8) review and approve State plans for such programs;
(4) evaluate the implementation of State programs established

pursuant to such plan, conduct such audits of State programs
established under the plan approved under this part as may be
necessary to assure their conformity with the requirements of this
part, and, not less often than annually, conduct a complete audit
of the programs established under such plan in each State and
determine for the purposes of the penalty provision of section
408(h) whether the actual operation of such programs in each
State conforms to the requirements of this part;

(5) assist States in establishing adequate reporting procedures
and maintain records of the operations of programs established
pursuant to this part in each State;

(6) maintain records of all amounts collected and disbursed
under programs established pursuant to the provisions of this part
and of costs incurred in collecting such amounts:

(7) provide technical assistance to the States to help them es-
tablish effective systems for collecting child support and estab-
lishing paternity;

(8) receive applications from States for permission to utilize
the courts of the United States to enforce court orders for support
against absent parents and, upon a finding that (A) another State
has not undertaken to enforce the court order of the originating
State against the absent parent within a reasonable time, and (B)
that utilization of the Federal courts is the only reasonable method
of enforcing such order, approve such applications;

(9) operate the Parent Locator Service established by section
468; and

(10) not later than June 80 of each year beginning after Do-
cember 81, 1975, submit to the Congress a report on all activities a
undertaken pursuant to the provisions of this part.

U$
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(b) The Secretary shall, upon the request of any State having in

effect a State plan approved under this part, certify the amount of any
child support obligation assigned to such State to the Secretary of the
Treasury for collection pursuant to the provisions of section 6305 of the
Internal Revenue Code of 1954. So amount may be certified for collec-
tion under this subsection except the amount of the delinquency under
a court order for support and upon a showing by the State that such
State has made diligent and reasonable efforts to collect such amounts
utilizing its own collection mechanisms, and upon an agreement that
the State will reimburse the United States for any costs involved in
making the collection. The Secretary after consultation with the Sec-
retary of the Treasury may, by regulation, establish criteria for ac-
cepting amounts for collection and for making certification under this
subsection including imposing such limitations on the frequency of
making such certifications under this subsection.

(c) (1) There is hereby established in the Treasury a revolving fund
which shall be available to the Secretary without fiscal year limitation,
to enable him to pay to the States for distribution in accordance with
the provisions of section 457 such amounts as may be collected and paid
(subject to paragraph (2)) into such fund under section 6805 of the
Internal Revenue Code of 1954.

(2) There is hereby appropriated to the fund, out of any moneys
in the Treasury not otherwise appropriated, amounts equal to the
amounts collected under section 6805 of the Internal Revenue Code
of 1954, reduced by the amounts credited or refunded as overpay-
ments of the amounts so collected. The amounts appropriated by the
preceding section shall be transferrred at least quarterly from the gen-
eral fund of the Treasury to the fund on the basis of estimates made
by the Secretary of the Treasury. Proper adjustments shall be made
in the amounts subsequently transferred to the extent prior estimates
were in excess of or less than the amounts required to be transferred.

Parent Locator Service

Sec. 453. (a) The Secretary shall establish and conduct a Parent
Locator Service, under the direction of the designee of the Secretary
referred to in section 452(a), which shall be used to obtain and trans-
mit to any authorized person (as defined in subsection (c)) informa-
tion as to the whereabouts of any absent parent when such information
is to be used to locate such parent for the purpose of enforcing support
obligations against such parent.

(b) Upon request, filed in accordance with subsection (d) of any
authorized person (as defined in subsection (c)) for the most recent
address and place of employment of any absent parent, the Secretary
shall, notwithstanding any other provision of law, provide through the
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Parent Locator Service such information to such person, if such
information-

(1) is contained in any files or records maintained by the See.
reta.y or by the Department of Health. Education, and Welfare;
or

(2) 13 not contained in such files or records. but can be obtained
by the Secretary, under the authority conferred bkv subsection (e),
from any other department, agency, or instrumentality, or the
United States or of any State.

No information shall be disclosed to any person if the disclosure of
such information would contravene the national policy or security
interests of the United States or the confidentiality of census data. The
Secretary shall give priority to requests made by any authorized per.
son described in subsection (c) (1).

(c) As used in subsection (a) t the term "authorized person" means--
(1) any agent or attorney of any State having in effect a plan

approved under this part. who has the duty or authority under
such plans to seek to recover any amounts owed as child support
(including, when authorized under the State plan, any official of
a political subdivision);

(2) the court which has authority to issue an order against an
absent parent for the support and maintenance of a child, or any
agent of such court; and

(3) the resident parent, legal guardian, attorney, or agent of
a child (other than a child receiving aid under part A of this title)
(as determined by regulations prescribed by the Secretary) with-
out regard to the existence of a court order against an absent par-
ent who has a duty to support and maintain any such child.

(d) A request for information under this section shall be filed in
such manner and form as the Secretary shall by regulation prescribe
and shall be accompanied or supported by such documents as the
Secretary may determine to be necessary.

(e) (1) Whenever the Secretary receives a request submitted under
subsection (b) which he is reasonably satisfied meets the criteria estab-
lished by subsections (a), (b), and (c), he shall promptly undertake
to provide the information requested from the files and records main.
tained by any of the departments, agencies, or instrumentalities of the
United States or of any State.

(2) Notwithstanding any other provision of law, whenever the
individual who is the head of any department, agency, or instrumen-
tality of the United States receives a request from the Secretary for
information authorized to be provided by the Secretary under this
section, such individual shall promptly cause a search to be made of
the files and records maintained by such department, agency, or instru-
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mentality with a view to detesinii whether the information
requested is contained in any such fite, or records. If such search
discloses the information requested, such Individuals shall immediately
transmit such information to the Secretary, except that if any infor.
mation is obtained the disclosure of which would contravene national
policy or security interests of the United States or the confidentiality
of census data, such information shall not be transmitted and such
individual shall immediately notify the Secretary. If such search fails
to disclose the information requocd, such individual shall immedi-
ately so notify the Secretary. The costs incurred by any such depart-
ment4 agency, or instrumentality of the United States or of any Staie
in providing such information to the Secretary shall be reimbursed by
him. Whenever such services are furnished to an individual specified
in subsection (e) (8), a fee shall be charged such individual. The fee
so charged shall be used to reimburse the Secretary or his delegate for
the expense of providing such services.

(f) Tim Secretary, in carrying out his duties and functions under
this section, shall enter into arrangements with State agencies admin-
istering State plans approved under this part for such State agencies
to accept from resident parents, legal guardians, or agents of a child
described in subsection (c) (8) and, after determining that the absent
parent cannot be located through the procedures under the control of
such State agencies, to transmit to the Secretary requests for informa-
tion with regard to the whereabouts of absent parents and otherwise to
cooperate with the Secretary in carrying out the purposes of this
section.

State Plan for Child Support

See. 45L A State plan for child support must,-
(1) provide that it shall be in effect in all political subdivisions

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

and separate organizational unit, which meets such staffing and
organizational requirements as the Secretary may by regulation
prescribe, within the State to administer the plan;

(4) provide that such Statie will undertake-
(A) in the cam of a child born out of wedlock with respect

to whom an a ent under section 40M(a) (26) of this title
is effective, to establish the paternity of such child unless the
agency administering the plan of the State under part A of
this title determines in accordance with the standards pre-
scribed by the Secretary pursuant to section 402(a) (26) (B)
that it is against the bet inteonts of the child to do so, and
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(B) in the ease of Any child with respect to whom such

assignment is effective, to secure support for such child
from his parent (or from any other person legally liable for
such support), utilizing any reciprocal arrangements adopted
with other States (unless the agency administering the plan
of the State under part A of this title determines in accord.
ance with the standards prescribed by the Secretary pursuant
to section 402(a) (26) (B) that it is against the best interests
of the child to do so), except that when such arrangements
and other means have proven ineffective, the State may utilize
the Federal courts to obtain or enforce court orders for
support;1

(5) provide that, in any case in which child support payments
are collected for a child with respect to whom an assignment under
section 402(a) (26) is effective, such payments shall be made to the
State for distribution pursuant to section 457 and shall not be paid
directly to the family except that this paragraph shall not apply
to such payments (except as provided in section 457(c)) for any
month in which the amount collected is sufficient to make such
family ineligible for assistance under the State plan approved
under part A;"

(6) provide that (A) the child support collection or paternity
determination services established under the plan shall be made
available to any individual not otherwise eligible for such services
upon application filed by such individuad with the State, (B) an
application fee for furnishing such services may be imposed, ex-
cept that the amount of any such application fee shall be reason-
able, as determined under regulations of the Secretary, and (C)
any costs in excess of the fee so imposed may be collected from reach
individual by deducting such costs from the amount of any re-
covery made;

(7) provide for entering into cooperative arrangements with
appropriate courts and law enforcement officials (A) to assist the
agency administering the plan, including the entering into of fA-
nancial arrangements with such courts and officials in order to
assure optimum results under such program, and (B) with respect
to any other matters of common concern to such courts or officials
and the agency administering the plan;

MSection 454(4) was amended by Public Law 94-8 Bee also section 208(b) of Public
TAw 94-A&

* See also sections 201(b) Mad 203(b) of Public Law 94-88.
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(8) provide that the agency dminis0tin he plan will estab

lish a Service to local abent parents utilizing-
(A) all sources of information and available records, and
(B) the Parent Locator Service In the Dep meant of

Health, Eduction, and Welfare;
(9) provide that the Stao will, in accrdance with standards

prcribed by the Secretary, cooperate with any other State-
(A) in establishing pternity, if necesary,
(B) in locating an absent parent hidingg in the State

(whether or not permanently) against whom any action is
being taken under a program established under a plan ap-
proved under this part in another State,

(0) in securing compliance by an absent parent residing
in such State (whether or not permanently) with an order
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lsued by a court of comet jurisdiction against such
parent for the support and maintenance of a child or child.
dren of such parent with respect to whom aid is b pro-
vided under the plan of such other State, and

(D) in carrying out other functions required under a plan
approved under this part;

(10) provide that the State will maintain a full record of
collections and disburm aents mde under the plan and have an
adequate reporting system;

(11) provide that amounts collected as child support shall be
distributed as provided in section 57;

(12) provide that any payment required to be made under
section 458 or 467 to a family shall be made to the resident parent,
legal guardian, or career relative having custody of or respon,
sibility for the child or children; and

(18) provide that the State will comply with such other re,
quirement and standard as the Secr determine to be
ne ry to the estbihment of an effective program for locat.n absent parents establishing paternity, obtaining support
orders, and collecting support payments

Payments to states

Sm. 455 (a) From the sums appropriated therefore, the Secretary
shall pay to each State for each quarter, beginning with the quarter
commencing July 1,1975, an amount-

(1) equal to 75 percent of the total amounts expended by such
State during such quarter for the operation of the plan approved
under section 454, and

(2) equal to 50 percent of the total amounts expended by such
State during such quarter for tite operation of a plan which meets
the conditions of section 454 except as is provided by a waiver
by the Secretary which is granted pursuant to specific authority
set forth in the law;

except that no amount shall be paid to any State on account of furnish-
ing child support collection or paternity determination services (other
than the parent locator services) to individuals under section 454(6)
during any period beginning after June 30,1976.'

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by -th0- S MnohtaanmI Itt estimate of the total sum to be expended

_ oeeton 4N(a) auto"e by PuCb~c Law 94-48
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in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount ib les than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other
investigation as the Secretary may find necessary.

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

(8) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.'

Support Obliptions

See. 456. (a) The support rights assigned to the State under section
402(a) (26) shall constitute an obligation owed to such State by the
individual responsible for providing such support. Such obligation
shall be deemed for collection purposes to be collectible under all
applicable State and local processes.

(1) The amount of such obligation shall be6.i:
(A) the amount specified in a court order which covers

the assii•ied support rights, or
(B) if there is no court order, an amount determined by

the State in accordance with a formula approved by the
Secretary, and

SNectlon 45M(b) aWed by Publie Law 04-8B. Se also section 206 of Public aw
94-88.
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(9) Any amounts collected from an absent parent under the

plan shall reduce, dollar for dollar, the amount of his obligation
under paragraphs (1) (A) and (B).

(b) A debt which is a child support oblg•ion assigned to a &tat
under "etion 402(s) (96) is not released by a dihoarze in bankrupt
under the Bankruptcy Ac&

Distribution of Proceeds
&e* 457#1 (a) The amounts collected as child support by i State

pursuant to a plan approved under this part during the 15 months
beginning July 1, 1975, shall be distributed as follows:

(1) 40 per centum of the first $50 of such amounts as are col-
lected periodically which represent monthly support payments
shall be paid to the family without any dwra in the amount
paid as distance to such family during such month;

(2) such amounts as are collected periodically which are in
excess of any amount paid to the family under paragraph (1)
which represent monthly support payments shall be retained by
the State to reimburse it for assistance payments to the family
during such period (with appropriate reimbursement of the
Federal Government to the extent of its participation in the
financing);

(8) such amounts as are in excess of amounts retained by the
State under paragraph (2) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(4) such amounts as are in excess of amounts required to be
distributed under paragraphs (1), (2), and (8) shall be (A)
retained by the State (with appropriate reimbursement of the
Federal Government to the extent of its participation in the
financing) as reimbursement for any past assistance payments
made to the family for which the State has not been reimbursed or
(B) if no assistance payments have been made by the State which
have not been, repaid, such amounts shall be paid to the family.

(b) The amounts collected as child support by a State pursuant to
a plan approved under this part during any fiscal year beginning after
September 80,1976, shall be distributed as follows:

(1) such amounts as are collected periodically which represent
monthly support payments shall be retained by the State to reim-
burse it for assistance payments to the family during such period
(with appropriate reimbursement of the Federal Government to
the extent of its participation in the financing);

(2) such amounts as are in excess of amounts retained by the
State under paragraph (1) and are not in excess of the amount

Itg si.ct~n 402(s) (SO).
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requi to be paid during such period to the family by a court
order shall be paid to the family; and

(8) such amounts as are in excess of amounts required to b
distributed under paragraphs (1) and (2) shall be (A) retained
by the State (with appropriate reimbursement of the Federal
Government to the extent of its participation in the financing) as
reimbursement for any past a ne payments made to the
family for which the State has not been reimbursed or (B) if no
asistance payments have been made by the State which have not
been repaid, such amounts shall be paid to the family.

(c) Whenever a family for whom child support payments have been
collected and distributed under the plan ceases to receive assistance
under part A of this title, the State may-

(1) continue to collect such support payments from the absent
parent for a period of not to exceed three months fhm the month
following the month in which such family ceased to receive assist-
anee under part A of this title, and pay all amounts so collected
to the family; and

(2) at the end of such three-month period, if the State is au-
thorized to do so by the individual on whose behalf the collection
will be made, continue to collect such support payments from the
absent parent and pay the net amount of any amount so collected
to the family after deducting any costs incurred in making the
collection from the amount of any recovery made.

Incentive Payment to Localities

Sec. 458& (a) When a political subdivision of a State makes, for
the State of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of the support rights
assigned under action 402(a) (26) (either within or outside of such
State), there shall be paid to such political subdivision or such other
State from amounts which would otherwise represent the Federal
share of assistance to the family of the absent parentm-

(1) an amount equal to 2S per centum of any amount collected
(and required to be distributed as provided in section 457 to reduce
or repay assistance payments) which is attributable to the sup-
port obligation owed for 12 months; and

(2) an amount equal to 10 per centum of any amount collected
(and required to be distributed as provided in section 457 to reduce
or repay assistance payments) which is attributable to the support
obligation owed for any month after the first twelve months for
which such collections are made.

(b) Where more than one jurisdiction is involved in such enforce-
ment or collection, the amount of the incentive payment determined

I onseetions 2Ol (b) and 2O3(b) of PubU Law 94-88.

" 11a nl. I•I
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under paragraphs (1) and (9) of puection (s) shall be allocated
among the jurisditons in * manner to be presmibed by the Secretary.

Conset by the United State to Garnishment and Similar
Proceedings for Enforcement of Child Support and Alimony
Obligations
Sec 459. Notwithstanding any other provision of law, effective

January 1,1975, moneys (the entitlement to which is based upon re
muneration for employment) due from, or payable by, the United
States (including any agency or instrumentality thereof and any
wholly owned Federal corporation) to any individual, including mem-
bors of the armed senrices, shall be subject, in like manner and to the
Fme extent as if the United States were a private person, to legal proce-
em brought for the enforcement, against such individual of his legal
obligations to provide child support or make alimony payments.

Civil Actions To Enforce Child Support Obligations

Se&. 460. The district courts of the United States shall have juris-
direction, without regard to any amount in controversy, to hear and de.
termine any civil action certified by the Secretary of Health, Educa-
tion, and Welfare under section 452(s) (8) of this Act, A civil action
under this section may be brought in any judicial district in which the
claim arose, the plaintiff resides, or the defendant resides.

V~ P EIGPAVAIjM
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Authorization of Appropriations

Se. 501. For the purpose of enabling each State to extend and
improve (especially in rural areas and in areas suffering from severe
economic distress), as far as practicable under the conditions in such
Stat.

(1) services for reducing infant mortality and otherwise pro-
moting the health of mothers and children; and

(2) services for locating, and for medical, surgical, corrective,
and other services and care for and facilities for diagnosis, hos-
pitalization, and aftercare for, children who are crippled or who
are suffering from conditions leading to crippling,

there are authorized to be appropriated $260,000,000 for the fiscal
year ending June 80, 1969, $275,000,000 for the fiscal year ending
June 80, 1970, $800,000,000 for the fiscal year ending June 80, 1971,
$825,000,000 for the fiscal year ending June 80, 197'2, and $850,000,000
for the fiscal year ending June 80,1978, and each fiscal year thereafter.

Purposes for Which Funds Are Available

Se. 502. Appropriations pursuant to section 501 shall be available
for the following purposes in the following proportions:

(1) In the case of the fiscal year ending June 80,1969, and each
of the next 5 fiscal years, (A) 50 percent of the appropriation

IS tabl ot contents does not spowar In the law.
(2M5)
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for such year shall be for allotment% pursuant to sections 508 and
504; (B) 40 percent thereof shall be for grants pursuant to aec-
tions 58, 509, and 510; and (C) 10 percent thereof shall be for
grants, contracts, or other arrangements pursuant to mctiws 511
and 519.

(9) In the cam of the fiscal yeo ending June 80, 1975 and
each fiscal year thereafter, (A) 90 percent of the appropria.
tion for such years shall be for allotments pursuant to ssctkms
508 and 54; and (B) 10 percent thereof shall be for grant., con-
tracts, or other nements pursuant to sections 511 and 519.

Not to exceed 5 percent of the appropriation for any fiscal year under
this section shall be transferred, at the request of the Secretary, from
one of the purposes specified in paragraph (1) or (9) to another
purpose or purposes so specified. For each fiscal year, the Secretary
shall determine the portion of the appropriation, within the percent-
age determined above to be available for sections 08 and 504, which
shall be available for allotment pursuant to section 08 and the por-
tion thereof which shall be available for allotment pursuant to sec-
tion 504. Notwithstanding the preceding provisions of this section,
of the amount appropriated for any fiscal year pursuant to section 501,
not less than 6 percent of the amount appropriated shall be available
for family planning services from allotments under section W8 and
for family planning services under projects under sections 08 and 512

Allotments to States for Maternal and Child Health Services

Sec. W08. The amount determined to be available pursuant to sec-
tion 509 for allotments under this section shall be allotted for pay-
ments for maternal and child health. services as follows:

(1) One-half of such amount shall be allotted by allotting to
each State $70,000 plus such part of the remainder of such one-
half as he finds that the number of live births in such State bore to
the total number of live births in the United States in the latest
calendar year for which he has statistic.

(2) The remaining one-half of such amount shall (in addition
to the allotments under paragraph (1)) be allotted to the States
from time to time according to the finaneil need of each State
for assistance in carrying out its State plan, as determined by the
Secretary after taking into consideration the number of Ive
births in such State; except that not more than 26 percent of such
one-half shall be available for grants to State agencies (admin-
istering or superving the administration of a State plan ap-
proved under section 505), and to public or other nonprofit init1-
tutions of higher learning (situated in any State), for special
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projects of regional or national significnce which may contribute
to the advancement of maternal and child health.

Allotments to States for Crippled Children's Services

See 504. The amount determined to be available pursuant to eeo-
•°" tion 50B for allotments under this section shall be allotted for pay-

ments for crippled children's services as follows:
(1) Onehalf of such amount shall be allotted by allotting to

each State $70,0 and Allotting the remainder of such onehalf
According to the need of each State as determined by him after
taking into consideration the number of crippled children in
such State in need of the services referred to in paragraph (9)
of section 501 and the cost of furnishing such services to them.

(B) The remaining onehalf of such amount shall (in addition
to the Allotments under paragraph (1)) be allotted to the States
from time to time according to the financial need of each State
for asistance in carrying out Its State plan, As determined by the
Secretary after taking into consideration the number of crippled
children in each State in need of the service referred to in prs-
graph (9) of section 501 and the cost of furnishing such ser-
ices to them; except that not more than 25 percent of such onw-
half shall be available for grants to State agencies (administering
or supervising the administration of a State plan approved under
section 505), and to public or other nonprofit institutions of higher
learning (situated in any State), for special projects of regional
or national significance which may contribute to the advanment
of services for crippled children.

Approval of Statb Plans

Seo. 50L. (a) In order to be entitled to payments from allotments
under section 60M, a State must have a State plan for maternal and
child health services and services for crippled children which.-

(1) provides for financial participation by the State;
(2) provides for the administration of the pla by theo State

health agency or the supervision of the adminisration of the
plan by the State health agency; except that in the cas of those
States which on July 1, 1967, provided for administration (or
supervision thereof) of the State plan approved under section
518 (as in effect on such date) by a State agency other than the
State health agency,t the plan of such State may be approved
under this section if It would meet the requirements of this sub-
section except for provision of administration (or supervision
thereof) by such other agency for the portion of the plan latd-
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Ing to services for crippled children, and, in ech such os, the
portion of such plan which each such agency administers, or the
administration of which each such agency supervises, shall be re-
garded as a separate plan for purpose of this title;

(8) provides (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accord.
ance with such methods) as are necessary for the proper and effi-
cient operation of the plan and (B) provides for the training
and effective use of paid subprofenional staff, with particular
emphasis on the full-time or part-time employment of persons
of low income, as community service aides, in the administration
of the plan and f9r the use of nonpaid or partially paid volun-
teers in providing services and in asisting any advisory com-
mittees established by the State agency;

(4) provides that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as he
may from time to time find necessary to assure the correctness and
verification of such reports;

(5) provides for cooperation with medical, health, nursing, ed-
upationaJ, and welfare groups and organizations and, with respect
to the portion of the plan relating to services for crippled chil-
dren, with any agency in such State charged with administering
State laws providing for vocational rehabilitation of physically
handicapped children;

(6) provides for payment of the reasonable cost of inpatient
hospital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
1122, which shall be developed by the State and included in the
plan, except that the reasonable cost of any such services as de-
termined under such methods and standards shall not exceed the
amount which would be determined under section 1861(v) as the
reasonablecost of such' services for purposes of title XVIII;

(7) provides; with respect to the portion of-the plan relating
to services for crippled children, for early identification of chil-
dren in need of health care and services, and for health care and
treatment needed to correct or ameliorate defects or chronic con-
ditions discovered- thereby, through provision of such periodic
screening and diagnostic services, and such treatment, care and
other measures to correct or ameliorate defectsor chronic condi-
tions, as may be provided in regulations of the Secretary;
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(8) effective July 1, 1974 provides a program (carried out
directly or through grants or contracts) of projects described
in section 508 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
helping to reduce the incidence of mental retardation and other
handicapping conditions caused by complications associated with
child bearing and of satisfactorily helping to reduce infant and
maternal mortality;

(9) effective July 1, 1974 provides a Irojrap carriedd out
directly or through grants or contracts) of projects described
in section 509 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
promoting the health of children and youth of school or pre-
school age;

(10) effective July 1, 1974 provides a program (carried out
directly or through grants or contracts) of projects described
in section 510 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
promoting the dental health of children and youth of school or
preschool age;

(11) provides for carrying out the purposes specified in se.
tion 501;

(12) provides for the development of demonstraton services
(with special attention to dental care for children and family
planning services for mothers) in needy areas and among groups
in special need;

(18) provides that, where payment is authorized under the
plan for services which an optometrist is licensed to perform, the
individual for whom such payment is authorized may, to the ex-
tent practicable, obtain such services from an optometrist licensed
to perform such services except wheom such services are rendered
in a clinic, or another appropriate institution, which does not have
an arrangement with optometrists so licensed;

(14) provides that acceptance of family planning services pro-
vided under the plan shall be voluntary on the part of the indi-
vidual to whom such services are offered and shall not be a pre-
requisite to eligibility for or the receipt of any service under the
plan; and

(15) provides-
(A) that the State health agency, or other appropriate

State medical agency, shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secretary,
for the review by appropriate professional health personnel
of the appropriateness and quality of care and services fur-

or&
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nished to recipients of servioes under the plan and, where
applicable, for providing guidance with respect thereto to the
other State agency referred to in paragraph (2) ; pd

(B) that the State or local agency utilized by the Secre-
tary for the purpose specified in the first sentence of section
1884(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agency
responsible for such licensing, will perform the function of
determining whether institutions and agencies meet the re-
quirements for participation In the program under the plan
under this title.

(b) The Secretary shall approve any plan which meets the require.
ments of suseton (a).

Payments

Sec. 5 (a) From the sums appropriated therefor and the allot-
ments available under section 503 (1) or 504 (1), as the case may be, the
Secretary shall pay to each State which has a plan approved under
this titles for each quarter, beginning with the quarter commencing
July 1, 198, an amount, which shall be used exclusively for carry-
ing out the State plan, equal to one-half of the total sum expended
during such quarter for carrying out such plan with respect to ma-
ternal anudchild heth, send=. eanderIcesbr. .rippled children,
respectively.

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) forsuch quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from

Ak which the difference is expected to be derived, and (B) such other in-
vesigation as the Secretary may find necessary.

(2). The Secrtary shall thew pay to the State, In such installments
a he may determine, the amount so estimated, reduced or increased to
the extent of any overpayment op underpayment which the Secretary
determines was made under this section to such State for any prior
quarter and with respect to which adjustment has not already been
made under this subsection.

(8) Upon the making of an estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.
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(o) The Secretary shall also from time to time make payments to
the States from their respective allotments pursuant to section W03(2)
or 504 (9). Payments of grants under sections 508(2), 504(2), 508,
509, 510, and 511, and of grants, contracts, or other arrangements
under section 512, may be made in advance or by way of reimburse-
ment, and In such installments, as the Secretary may determine; and
shall be made on such conditions as the Secretary finds necessary to
carry out the purposes of the section involved.

(d) The total amount determined under subsections (a) and (b)
and the first sentence of subsection (c) for any fiscal year ending after
June 80, 198, shall be reduced by the amount by which the sum ex-
pended (as determined by the Secretary) from non.Federal sources
for maternal and child health services and services for crippled chil.
dren for such year is leo than the sum expended from such sources
for such services for the fiscal year ending June 80, 196 In the case
of any such reduction, the Secretary shall determine the portion
thereof which shall be applied, and the manner of applying such re-
duction, to the amounts otherwise payable from allotments under sec.
tion 508 or section 504.

(e) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder from the allotments
under section 508 or section 504 for any period after June 80, 1988,
unless the State makes a satisfactory showing that it is ex Ading the
provisions of services, including services for dental care for children
and family planning for mothers, to which such State's plan applies
in the State with a view to making such services available by July 1,
1975, to children and mothers in all parts of the State.

(f) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder-

(1) with respect to any amount paid for items or services fur.
nished under the plan after December 81,1972, to the extent that
such amount exceeds the charge which would be determined to
be reasonable for such items or services under the fourth and fifth
sentences of section 1842(b) (8) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 81, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862(d) (1) or un-
der clause (D), (E),or (F) of section 1866 (b) (2) ;or

(8) with respect to any amount expended for inpatient hos.
pital services furnished under the plan to the extent that such
amount exceeds the hospital's customary charges with respect to
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such services or (if such services ar furnished under the plan
by a public institution free of charge or at nominal charges to the
public) exceeds an amount determined on the basis of those items
(specified in regulations prescribed by the Secretary) included
in the determination of such payment which the Secretary finds
will provide fair compensation to such Institution for such serv.
Ices; or

(4) with respect to any amount expended for services furnished
under the plan by a hospital unless such hospital has in effect a
utilization review plan which meets the requirement imposed by
section 1861(k) for purposes of title XVIII; and if such hospital
has in effect such a utilization review plan for purposes of title
XVIII, such plan shall serve as the plan required by this subsec.
tion (with the same standards and procedures and the same review
committee or group) as a condition of payment under this title;
the Secretary is authorized to waive the requirements of this par&.
graph in any State if the State agency demonstrates to his sat-
isfaction that it has in operation utilization review procedures
which are superior in their effectiveness to the procedures required
under section 1861(k).

(g) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 112l

Operation of State Plans

Sm. 507. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad.
ministration of the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer com-
plies with the provisions of section 505; or

(2) that in the adminisraton of the plan there is a failure
to comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to gories under or parts of the Stat plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Special Project Grants for Maternity and Infant Care

SO&. 508. (a) In order to help reduce the incidence of mental retarda-
, tion and other handicapping conditions caused by complications as-

30



268 Sa" 509(9)

sociatei with childbearing and to help reduce infant and matrn
mortality, the Secretary is authorized to make, from the sums avail-
able under clause (B) of paragraph (1) of section W, grants to the
State health agency of any State and, with the consent of such agency,
to the health agency of any political subdivision of the State, and.to
any other public or nonprofit private agency, institution, or organiza-

'. tion, to pay not to exceed 75 percent of the cost (exclusive of general
agency overhead) of any project for the provision of-

(1) necessary health care to prospective mothers (including,
after childbirth, health care to mothers and their infants) who
have or are likely to have conditions associated with childbearing
or are in circumstances which increase the hazards to the health
of the mothers or their infants (including those which may cause
physical or mental defects in the infants), or

(9) necessary health care to infants during their first year of
life who have any condition or are In circumstances which in-
creas the hazards to their health, or

(8) family planning services, but only if the State or local
agency determines that the recipient will not otherwise receive
such necessary health car or services because he is from a low-
income family or for other reasons beyond his control. Accept.
ance of family planning services provided under a project under
this section (and section 512) shall be voluntary on the part of
the individual to whom such services are offered and shall not be
a prerequisite to the eligibility for or the receipt of any service
under such project.

(b) No grant may be made under this section for any project for
any period after June 80,1974.

Special Project Grants for Health of School and Preschool
Children

Sec, 509. (a) In order to promote the health of children and youth
of school or- preschool age, particularly in areas with concentrations
of low-income families, the Secretary is authorized to make, from the
sums available under clause (B) of paragraph (1) of section 502,
grants to the Statihealth agency of any State and (With the consent
of such agency) to the health agency of any political subdivision of
the State, t the State agency of the State administering or supervise.
ing the administration of the State plan approved under section 505,
to any school of medicine (with appropriate participation by a school
of dentistry), and to any teaching hospital affiliated with such a school,
to pay not to exceed 75 percent of the cost of project of a comprehen-
sive nature for health care and services for children and youth of
school age or for preschool children (to help them prepare to start
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sdool). No project shall be eligible for a grant under this section
anles it provides (1) for the coordination of health care and services

provided under it with, and utilization (to the extent feasible) of,
other State or local health, welfare, and education programs for such
children (2) for payment of (A) the reasonabl cost (as ded
In accordance with standards, consistent with section 112 approved

i1. by the Secretary) of inpatient hospital services provided under the
project, or (B) if less, the customary charges with respect to such
services provided under the project, or (0) it such services are fur-
nished under the project by a public institution free of charge or at
nominal charges to the public, an amount determined on the basis of
those items (specified in regulations prescribed by the Secretary) in.
eluded in the determination of such reaonable cost which the Secre-
tary finds will provide fair compensation to such institution for such
services, and (8) that any treatment, correction of defects, or after-
care provided under the project is available only to children who
would not otherwise receive it because they are from low-income fam-
iies or for other reasons beyond their control; and no such project
for children and youth of school age shall be considered to be of a
comprehensive nature for purposes of this section unless it includes
(subject to the limitation in the preceding provisions of this sentence)
at least such screening, diagnosis, preventive services, treatment, cor-
rection of defects, and aftercare, both medical and dental, as my be
provided for in regulations of the Secretary.

(b) No grant may be made under this section for any project for
anyiod after June80,1974.

Special Project Grants for Dental Health of Children

Sec. 510, (a) In order to promote the dental health of children
and youth of school or preschool age, particularly in areas with con-
centrations of low-income families, the Secretary is authorized to make
grants, from the sums available under clause (B) of paragraph (1)

- of section 502, to the State health agency of any State and (with the
consent of such agency) to the health agency of any political subdi-
vision of the State, and to any other public or nonprofit private agency,
institution, or organization, to pay not to exceed T5 percent of the
cost of projects of a comprehensive nature for dental care and services
for children and youth of school age or for preschool children. No
project shall be eligible for a grant under this section unless it pro-
vides that any treatment, correction of defects# or aftercare provided
under the project is available only to children who would not other-
wise receive it because they are from low-income families or for other
reasons beyond their control, and unless it includes (subject to thelimitation of the foregoing provision of this sentence) at least such
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preventive services, treatment, correction of defects, and aftercare,
for such age groups, as may be provided in regulations of the Secm-
tary. Such projects may also include research looking toward the de-
velopment of new methods of diagnosis or tretment, or demonstration
of the utilization of dental personnel with various levels of training.

(b) No grant may be made under this section for any project for
any period after June 80,1074.

Training of Personnel

Bo. 51L From the sums available under clause (C) of paragraph
(i) or clause (B) of paragraph (2) of section MOB, the Secretary Is
authorized to make grants to public or nonprofit private institutions
of higher learning for training personnel for health cars and related
services for mothers and children, particularly mentally retarded chil-
dren and children with multiple handicaps. In making such grants the
Secretary shall give special attention to pr providing training
at the undergraduate level.

Research Projects Relating to Materna and Child Health
Services and Crippled Children's Service

See. 12 From the sums available under clause (C) of paragraph
(1) or clause (B) of paragraph (9) of seton 502, the Secrentry is
authorized to make grants to or jointly financed cooperative au ge-
merts with public or other nonprofit institutions of higher leading,
and public or nonprofit private agencies and organizios engaged in
research or in maternal and child health or crippled children's pro-
gramns, and contracts with public or nonprofit private agencim and or-
g zaons engaged in research or in such programs for research
projects relating to maternal and child health services or crippled
children's services which show promise of Iul contribution to
the advancement thereof. Effective with respect to grants made and
arrangements entered Into after June 80, 1968, (1) special emphasis
"shll be accorded to projects which will help in studying the need for,

and the feasibility, costs, and effectivenem of, comprehensive health
care programs in which maximum use Is made of health personnel
with varying levels of training, and in studying methods of training
for such programs, and (2) grants under this section may also In-
elude funds for the training of health personnel for work in such
project.

Administration

Sem. 51M. (a) The Secretary of Health, Education, and Welfare
shall make such studies and investigations as will promote the efficient

,- administration of this title.



(b) Such portion of the appropriations for grnts under section
501 as the Secretary may determine, but not exceeding on-half of
1 percent thereof, shall be available, for evaluation by the Secretary
(directly or by. grants or contracts) of the programs for which such
appropriations are made and, in the case of allotments from any such
appropriation, the amount available for allotments shall be reduced
accordingly.

(e) Any agency, institution, or organization shall, if and to the ex-
tent prescribed by the Secretary, as a condition to receipt of grants
under this title, cooperate with the State agency administering or
supervising the administration of the State plan approved under
title XIX in the provision of care and services available under a plan
or project under this title, for children eligible therefor under such
plan approved under title XIX.

Definition

Sec. 514. For purposes of this title, a crippled child is an indi-
vidual under the age of 21 who has an organic disease, defect, or
condition which may hinder the achievement of normal growth and
development.

Observance of Religious Beliefs
Seo. 515. Nothing in this title shall be construed to require any

State which has any plan or program approved under, or receiving
financial support under, this title to compel any person to undergo any
medical screening, examination, diagnosis, or treatment or to accept
any other health care or services provided under such plan or program
for any purpose (other thar. for the purpose of discovering and pre-
venting the spread of infection or contagious disease or for the purpose
of protecting environmental health), if such person objects (or, in
case such person is a child, his parent or guardian objects) thereto on
religious grounds.

Supplemental Allotmenta

Se. 516 (a)(1) For each fiscal year (commencing with the fiscal
year ending June 80,1976), there shall (subjectto paragraph (B)) be
allotted to each State (from funds appropriated for such fiscal year
pursuant to subsection (b)) an amount, which shall be in addition to
amd available for the same- purposes as the allotments of such State
(as determined under sections 508 and 504), equal to the excess (if
any) of- I

(A) the amount of the allotment of such State (as determined
under sections 508 and 504) for the fiscal year ending June 80,
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1928, plus the amounts of any grants to such States under no-
tions 50, 509, and 510, over

(B) the amount of the allotment of such Stat (as determined
under sections 508 and 504) for such fiscal year which commences
after June 80,1978.

(9) No State shall receive an allotment under this motion for any
fiscal year, unless such State (in the administration of its State plan,
approved under section 505) has in effect arrangements which the
Secretary finds will provide for the continuation of appropriate serv-
ices to population groups previously receiving services from funds
made available (for the fiscal year ending June 80,1974) to such State
pursuant to sections 508,509, and 510.

(b) (1) (A) There are (subject to subparagraph (B)) hereby au-
thorized to'be appropriated for each fiscal year commencingn with
the fiscal year ending June 80,1975) such amounts as may be necessary
to enable the Secretary to make the allotments authorized under sub-
sotion (a).

(B) Nothing contained in subparagraph (A) shall be construed
to authorize for any fiscal year, the appropriation under this sub-
section of any amount which is in excem of the amount by which-

(i) the amount authorized to be appropriated under section 501
for such year exceeds

(ii) the total amounts appropriated pursuant to section 501 for
such year.

(2) If, for any fiscal years, the total amount appropriated pursu-
ant to paragraph (1) is leo than the total amount allotted to all States
under subsection (a), then the amount of the allotment of each State
(as determined under subsection (a)) shall be reduced to an amount
which bears the same ratio to the total amount appropriated pursuant
to paragraph (1) for such fiscal year as the amount of the allotment
of such State (as determined under subsection (a)) bears to the total
amount allotted to all States under subsection (a) for such fiscal year.

TITLE VI-GRANTS TO STATES FOR SERVICES TO THE
AGED, BLIND, OR DISABLED

[Title VI Is repealed effective October 1, 1975 by Public Law
93"647. See title XX for social services.]
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TITLE VII--ADMINTSTRATION
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Se 10 Advisory Council on Social SW urtt ------------------------- ;
oet. ?(f Grants for Expansion and Development of Undergaduate and

Graduate pro m s .............................. 27.

Oncie of Commissioner of Social Security

Section 701. [Superseded by section 4 of Reorganization Plan No. 1
of 1958. Section 701 provided for an Office of Commissoner for Social
Security. Section 4 of the Plan provides: "There shall be In the De-
partment a Commissioner of Social Security who shall be appointed
by the President by and with the advice and consent of the Senatds
shall perform such functions concerning social security and-publio
welfare as the Secretary may prescribe, and shall receive compensa-
tion at the rate now or-hereafter fixed by law for grade 08-18 of the
general schedule established by the Classification Act of 1949, as
amiendedL"]

Duties of the Secretary

Sec. 702. The Secretary of Health, Education, and Welfare shall
perform the duties imposed upon him by this Act, shall also have
the duty of studying and making recommendations as to the most
effective methods of providing economic security through social In.

j.- surance, and, as to legislation and matters of administrative policy
concerning oldoage pensions, unemployment compensation, accident
compensation, and related subjects.

Expenses otthe-Secretary,--

Sec/ 70L The Secretary is authorized to appoint and fix the com-
penstion of such officers and employees, and to make such expendi-
tureos as may be necessary for carrying out his functions wider this
AcL Appointments of attorneys and experts may be made without
regard to the civil service laws

....... toM•o•.e~tmt0• ot Sie IS t* ......
.-- ..... (289) -
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S 704 The Secretary shall make a ful report to Congress at the
beginning of such regular session, of the administration of the func%
tions with which he is charged under this Act In addition to the
number of copies of such report authorized by other law to be printed,
there is hereby authorized to be printed not more than five thousand
copies of such report for use by the- Secretary for distribution to
Members of Congress and to State and other public or private agen-
ces or organizations participating in or concerned with the social
security program

Training Grants for Public Welfare Personnel

See. 705. (a) In order to assist in increasing the effectiveness and
efficiency of administration of public assistance programs by increas-
ing the number of adequately trained public welfare personnel avail-
able for work in public assistance programs, there are hereby author-
ized to-be appropriated for the fiscal year ending June 80, 1968, the
sum of $8,500,000, and for each fiscal year thereafter the sum of
$,000,000.

(b) Such-portion of the sums appropriated pursuant to subsection
(a) for any fiscal year as the Secretary may determine, but not In
excess of $1,000,000 in the case of the fiscal year ending June 80,1968,
and $2,000,000 in the case of any fiscal year thereafter, shall be avail-
able for carrying out subsection (f). From the remainder of the sums
so appropriated for any fiscal year, the Secretary shall make allot.
ments to the States on the basis of (1) population, (2) relative need
for trained- public welfare personnel, particularly for personnel to
provide self-support and self-care services, and (8) financial need.

(o) From each State's allotment under subsection (b), the Secre-
tary shall from time to time pay to such State its costs of carrying out
the, purposes of this section through (1) grants to public or other
nonprofit institutions of higher learning for training personnel ema
ployed or preparing for employment in public distance progrIms,

.-.(2) specialcoursesof study or seminars of shor non4.#td,_.. ..
for such personnel by experts hired on a temporary basis for the pur-
pose, and (8) establishing and maintaining, directly or through grants
to such institutions, fellowships or traineeships for such personnel at
such institutions, with such stipends and allowances as may be per-
mitted under regulations of the Secretary.

'(d) Payments pursuant to subsection (c) shall bemade in advance
on the basis of estimates by the Secretary and adjustments may be
made in future payment& under this section-to take account of over-
paymuti-ofi derpaymente in amounts previously pai&d
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fcr any fiscal year which the State certifies to the Secretary will not be
required for carrying out the purposes of this section in such State
shall be available for reallotment from time to time, on such dates as
the Secretary may fix, to other States which the Secretary determines

-~ have need in carrying out such purposes for sums in excess of those
"-• previously allotted to them under this section and will be able to use

such excess amounts during such fiscal year; such reallotments to be
made on the basis provided in subsection (b) for the initial allotment.
to the States. Any amount so reallotted to a State shall be deemed part
'of its allotment under such subsection.

(f) (1) The portion of the sums appropriated for any fiscal year
which is determined by the Secretary under the first sentence of sub-
section"(b) to be available foi carrying oUt this subsectionshail be'
available to enable him to provide (A) directly or through grants to
or contracts with public or nonprofit private institutions of higher
learning, for training personnel who are employed or preparing for
employment in the administration of public assistance programs, (B)
directly or through grants to or contracts with public or nonprofit
private agencies or institutions, for special courses of study or semi.
nars of short duration (not in excew of one year) for training of such
personnel, and (C) directly or through grants to or contracts with pub,
lie or nonprofit private institutions of higher learning, for establishing
and maintaining fellowships or traineeships for such personnel at
such institutions, with such stipends snd allowances as may be per-
mitted by the Secretary.

(2) Payments under paragraph (1) may be made in advance on
the basis of estimates by the Secretary, or may be made by way of re.
imbursement, and adjustments may be made in future payments under
this subsection to take account of overpayments or underpayments mi
amounts previously paid.

(8) The Secretary may, to the extent he finds such action to be ne
. essary, prescribe requirements to assure that any individual will repay

' the amount of this fellowship or traineeship received under this sub-
.. _ otoithe extent suchindividual fails to serve, for the period pre
scribed by the Secretary, with a State or political subdivision thereof;"
or with the Federal Government, in connection with administration
of any State or locia public asistce program. The Secretary may
relieve any individual of his obligation to so repay, in whole or in part,
whenever and to the exteit that requirementof such repayment would,
in, his judgment, be inequitable or would be contMry to the purposes
of any of the public welfa programs established •b this Act.
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Se. 706. (a) During 1969 (but not before February 1, 1989) and
every fourth year thereafter (but not before February 1 of such fourth
year), the Secretary shall appoint an Advisory Council on Social
Security for the purpose of reviewing the status of the Federal Old.

•" Age and Survivors Insurance Trust Fund, the Federal Disability
In ance Trust Fund, the Federal Hospital Insurance Trust Fund,
and the Federal Supplementary Medical Insurance Trust Fund in
relation to the long-term commitments of the old-age, survivors, and
disability insurance program and the programs under parts A and B
of title XVIII, and of reviewing the scope of coverage and the ade-
quacy of benefits under, and all other aspects of, these programs# in-
ciluding their impad onthe public resistance programs Wndet thlf Act;

(b) Each such Council shall consist of a Chairman and 12 other
persons, appointed by the Secretary without regard to the provisions
of title 5, United States Code, governing appointments in the competi-
tive service. The appointed members shall, to the extent possible, rep-
resent orgauizationseof- employers and employees in equal numbers
and represent self-employed persons and the public.

(o) (1) Anyý Council appointed hereunder is authorized to engage
such technical assistance, including actuarial services, as may be re-
quired to carry out its functions, and the Secretary shall, in addition,
make available to such Council such secretarial, clerical, and other
assistance and such actuarial and other pertinent data prepared by the
Department of Health, Education, and Welfare as it may require to
carry out such function&

(2) Appointed members of any such Council, while servigoin
business. of the Council. (inclusive of trgvgl time) shall receive e6m-
pensation at rates fixed by the Secretary, but not exceeding $100 per

.,day and, while so serving away from their hQni or rgol!r places oof
business, they may be allowed travel expenses, including per diem Iin

lieu of subsistence, as authorized by section 5708 of title 5, United
State Code, for persons in the Government employed intermittently.

(d) Each such Courncil shall submit sports (including any in-
terim reports such Council may have issued) of its findings and rec-
ommendations to the Secretary not later than January I of the second
year after the year in which ittis appointed- and-sucl-report* and- .
recommendations shall thereupon be transmitted to the Congress and
to the Board of Trustees of each of the Trust Funds. The reports re-

qui rrqd by this subsection shall include--
(1) a separate report with respect&'to theld-age, survivors,

and disability insurance program under title II and of the taxes

imposed under sections 1401(a),0O8101(), 419 8L1(a)O -of -
Internal Revenue Code of 1954,

MQ'&ASWOWS)
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sepamte-rporJ with-res pet to-the- hospital-insuranoe--
program under part A of title XVIII and of the taxes imposed by
sections 1401(b), 8101(b), and 8111(b) of the Internal Revenue
Code of 1954, and

(8) a separate report with respect to the supplementary medical
insurance program established by part B of title XVIII and of
the financing thereof.

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

Grants for Expansion and Development of Undergraduate and
Graduate Programs

See. 707. (a) _There is authorized to be appropriated $5,000,000
for the fiscal year ending June 80,-1969, and $5,000,000 for eachi of
the three succeeding fiscal years, for grants by the Secretary to public
or nonprofit private colleges and universities and to accredited grad-
uate schools of social work or an association of such schools to meet-
part of the costs of development, expansion, or improvement of (re-
spectively) undergraduate- programs in social work and programs
for the graduate training of professional social work personnel, in-
cluding the costs of compensation of additional faculty and admin-
istrative personnel and minor improvements of existing facilities. Not
less than one-half of the sums appropriated for any fiscal year under
the authority of this subsection shall be used by the Secretary for
grants with respect to undergraduate programs.

(b) In considering applications for grants under this section, the
Secretary shall take into account the relative need in the States for
personnel trained in social work and the effect of the grants thereon.

(c) Payment of grants uhder this- section may be made, (after
necessary adjustments on account of previously made overpayments
or underpayments) in advance or by way of, reimbursement, and on
such terms and conditions and in such installments, as the Secretary
may determine.

(d) For purposes of this section-
(1). the term "graduate school of social work". means a. dot

partment, school, division, or other administrative unit, in a
public or nonprofit private college or university, which provides,
primarily or exclusively, a program of education in social work
and allied subjects leading to a graduate degree in social work;

(2) the term "accredited" as applied to a graduate school of
social work refers to a school which is accredited by a body or
bodies approved for the purpose by the Commissioner of Educa-
tion or with respect to which there is evidence satisfactoryto the
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Secrtarythat it idl bi 00 ic~redited witlii a reasonable timerv
and

(8) the term "nonprofit" as applied to any college or university
refers to a college or university which is i corporation or asso-
ciation, or is owned and operated by one or more corporations or
associations, no part of the net earnings of which inures, or may
lawfully Inure, to the benefit of any private shareholder or
individual'

TITLE VIII--TAXES WITH RESPECT TO EMPLOYMENT

[Note..-Th provisions of this titne me now contain ine , nd are superseded
byd c te 4 2 the itern•lR venue Code of 1]

--T -
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Employment Security Administration Account

Establislment of Acount

Section "I. (a) There is hereby established in the UneMployment
Trust Fund an employ yient security administration account.

Appropriations to Acmount

(b) (1) There is hereby appropriated to the Unemployment Trust
Fund for credit to the employment security administration account,

"'hs table Of Mouteats does not appear in the law.
(275)
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.... ..6Ut•r•M ornO]•trtwTre"QrY-ot-o_ owm~ppropritedlr for--.-.

the fis year ending June 80, 1961, and for each fiscal year there-
after, an amount equal to 100 per centum, of the tax (including inter.
eat, penalties, and additions to the tax) received during the fisa year
under the Federal Unemployment Tax Act and covered into the
Tresry.

. (2) The amount appropriated by paragraph (1) shall be transferred
at leaIt monthly from the general fund of the Treasury to the Unem-
ployment Trust Fund and credited to the employment security admin-
istrtion account. Each such transfershaal-be-based on estimates made
by the Secretary of the Treasury of the amounts received in the Treas.
ury. Proper adjustments shall be made id the amounts subsequently
transferred, to the extent prior estimates (including estimates for the
fiscal year ending June 80, 1960) were in excess of or were less than
the amounts required to be transferred .

(8) The Secretary of the Treasur is directed to pay fromi time to
time from the employment security administration account into the
Treasury, as repayments to the account for refunding internal revenue
collections, amounts equal to all refunds made after June 80,1960, of
amounts received as tax under the Federal Unemployment Tax Act
(including interest on such refunds).

Mdm~z~w 3zpemu•

(c) (1) There is hereby authorized to be made available for expend-
iture out of the employment security administration account for the
fiscal year ending June 80,1971, and for each fiscal year thereafter-

(A) such amounts (not in excess of the applicable limit pro-
vided by paragraph (8) and, with respect to clause (ii)o not in
excess of the limit provided by paragraph (4)) as the CongrM
may deem appropriate for the purpose of-.

(i) Assisting the States in the administration of their un.
employment compensation laws as provided in title III
(Including administration pursuant to agreement. under any,
Federal unemployment compensation law),

(ii) the establishment and maintenance of systems of public
employment oOLMc bwcrdno with the Act of June 6, 1988,
as amended (29 U.S.C.,secs.49-49n), and

(0i) carrying into effect section 2008 of title 88 of the
United States Code;

(B) such amounts (not in excess of the limit provided by paraw
graph (4) with respect to clause (iii)) as the Congress may deem
appropriate for the necessary expenses of the Department of Labor
for the performance of its functions under--

(l~thistitleandtitles M andXllofthisA&t- .
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(ii).threeral ignemploymen tA4...

(iii) the provisions of tie Act of Juno 0,1988, as amended,
(iv) chapter 41 (except section 2003) of title 88 of the

United States Code, and
(v) any Vederal unemployment compensation law.

The term "necessary expenses" as used in this subparagraph (B)
Shall include the expense of reimbursing a State for salaries and

other expmees of employees of such State temporarily assigned or
detailed to duty with the Department of Labor and of paying such
employees for travel expenses, transportation of household goods,
and per diem in lieu of subistence while away from their regular
duty stations in the State, at rates authorized by law for civilian em-
ployees of the Federal Government.

(2) The Secretary of the Treasury is directed to pay for the em"-ployment security administration account intothe Treasury as miscel.r
laneous receipts the amount estimated by him which will be expended
during a three.month period by the Treasury Department for the
performance of its functions under-

(A) this title and titles Jf and XII of this Act, including the
expenses of banks for servicing unemployment benefit payment
and clearing accounts which are offset by the maintenance of
balances of Treasury funds with such banks,

.(D)"the Vederal tnemplofymentTax Act, and
(0) any Federal unemployment compensatioh law with re-

spect to which responsibility for administration is vested in the
Secretary of Labor.

If it subsequently appears that the estimates under this paragraph in
any particular. period were too high or too low, appropriate adjust-
nwnte shalt be, made by the Secretary of the Treasury in future
payments.

(8) (A) For purposes of paragraph (1) (A), the limitation
on the amount authorized to be made available for any fiscal year after
June 80, 1970, is, except as provided in subparagraph. (B) and in the

e second sentence of section 901(f)-(8) (A), an amount equal to 95 per-
cent of the amount estimated and set forth in the budget ofthe United
States Government for such fiscal year as the amounftby which the net
receiptsAduribg such year under the Federal Unempl6yment'Tai Act
-will exceed the amount transferred under section 905(b) during such
year to the extended unemployment compensation account.

(B) The limitation established by subparagraph (A) is increased
by any unexpended amount retained in the employment security ,ad.
ministration account in accordance with section 901(f) (2) (B).

(C) Each estimate of net receipts. under this paragraph shall be
ý-bssed u a L
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"-'(4) -o76F putpoed of-paragphs-t•)()- and-- (1) (B) (it!)-...
the amount authorized to be made available out of the employment
security administration account for any fiscal year after June 80,1972,
shall reflect the proportion of the total cost of administering the sys-
temr of public employment offices in accordance with the Act of June 6,

.• 1988, as amended, and of the necessary expenses of the Department
- of Labor for' the performance of its functions under the provisions of

such Act, as the President determines is an appropriate charge to the
employment security administration account, and reflects in his annual
budget for such year. The President's determination, after consulta-
tion with the Secretary, shall take into account such factors as the
relationship between employment subject to State laws and the total
labor force in the United States, the number of claimants and the
number of job applicants, and such other factors as he finds relevant.

Additloalu Ta Attributable to edued Credits
(d) (1) The Secretary of the Treasury is directed to transfer from

the employment security administration account-
(A) To the Federal unemployment account, an amount equal

to the amount by which-
(i) 100 per centum of the additional tax received under

the Federal Unemployment Tax Act with respect to any
State iy reaesn of the- reduced-crediti provisions of section--
880W(c) (8) of such Act and covered into the Treasury for
the repayment of advances made to the State under section
1201, exceeds

(ii) the amount transferred to the account of such State
pursuant to subparagraph (B) of this paragraph.

Any amount transferred pursuant to this subparagraph shall be
credited against, and shall, operate to reduce, that balance of
advances, made under section 1201 to the State, with respect to
which employers paid such additional tax.

(B) To the account (in the Unemployment Trust Fund) of
.. wit respect to which employers paid such additional
tax an amount equal to-the amofntiby which such additional tax
received- and covered into the Treasury exceeds that balance of

- advances, made tinder section 1201 torthe State, with respect to
which employers paid such additional tax.

(2) Transfers under this subsection shall be as of the beginning of
the month succeeding the month in which the moneys were credited to
the employment security administration account pursuant to subse%-
tion (b) (2)o

Rlevolvlng Fiw

...(e)(t)Thorpe ip hereby esablished in the Treasury a nvolvig f"i&
Which shall be available to make the advances authorized by this sub-

Z -r2
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section. There are hereby authorized to be appropriated, without fis
year limitation, to such revolving fund such amounts as may be neces*
mary for the purposes of this section.

(2) The Secretary of the Treasury is directed to advance from time
to time from the revolving fund to the employment security admin-

• istration account such amounts as may be necessary for the purposes
Sof this section. If the net balance in the employment security adminis-

tration account as of the beginning of any fiscal year equals 40 percent
of the amount of the total appropriation by the Congress out of the
employment security administration account for the preceding fiscal
year, no advance may be made under this subsection during such fiscal
year.

(8) Advances to the employment security administration account
.-... made under this subsection shall bwg jiterestuntil repaid at a rate

equal to the average rate of interest (computed as of the end of the
calendar month next preceding the date of such advance) borne by all
interest-bearing obligations of the United States then forming a part
of the public debt; except that whore such average rate is not a mulo
tiple of one-eighth of I per centum, the rate of interest shall be the

-- :_multiple of one-eighth of I per centum next lower than such average
rate.

.(4) Advances to-the- employment security- administration-account,.---...
'mad&"itmder this- subsection- plusInterest accrued thereon, shall- be -
repaid by the transfer from time to time, from the employment
security administration account to the revolving fund, of such amounts
as the Secretary of the Treasury, in consultation with the Secretary
of Labor, determines to be available in the employment security ad-
ministration account for such repayment. Any amount transferred as
a repayment under this paragraph slall be credited against, and
shall operate to reduce, any balance of advances (plus accrued inter-
est) repayable under this subsection.

.- Detenroatilon of INwus Amount To Be Retained in Employment Security,Admlaalsation Aecount -a
(f) (1) The Secretary of the Treasury shall determine as of the

close sfd each wAi year (beginbvg witte fltAal year ending June 80,
1964)Mhe excess in the employment security administration account.

()(2) (A)Except as provide insbparagraph (B), the excess irt the-
employment security administration account as of the close of any
fiscal year is the amount by which the net balance in such account as-....-
of such timd (after the application of section 902(b) and section 901
(f) (8) (C)) exceeds the net balance in the employment security ad-
ministration account as of the beginning of that fiscal year (includ-e ingh'fiscal yeas for whichbth exceulis being- cofiputed) for whih.



the net balance was higher than as of the bgnngof any other such
fiscal year.

(B) With respect to the fiscal years ending June 80,1970, June 80,
1971, and June 80, 1972t the balance in the employment security
adminiMration account at the close of each ouch fiscal year shall not

• be considered excess but shall be retained in the account for use as
provided in paragraph (1) of subsection (o).

(8) (A) The excess determined as provided in paragraph (2) a# of
the close of any fiscal year after June 80,197W, shall be retained (as of
the beginning of the succeeding fiscal year) in the employment secu-
rity administration account until the amount in such account is equal
to 40 percent of the mount of the total apprpriation by the Congre -
out of the employment security administration account for the fiscal
ywVfQerr owchkthe excess is determined. Three-ighths of the amount
in the employment security administration account as of Uiebeginilng
of any fiscal year after June 80,1972, or $150 million, whichever is the

-- e-lbse [ tlhftvd-W'tb-made available for such fiscal year pursuant
to subsection (e) (1) for additional costs of administration due to an
increase in the rate of insured unemployment for a calendar quarter

... * a 15 per•ent-over the rate of insured unemployment for the
corresponding calendar quarter in theI hnmediately preceding fiscal'[-

... .year .... .. . . .. ... . ..

(B) If the entire amount of the excess determined as provided in
paragraph (2) as of the close of any fiscal year after June 80,1972, is
not retained in the employment security administration account, there
shall be transferred (as of the beginning of the succeeding fiscal year)
to the extended unemplom t compensation account the balance of
such excess or so muhteeta0 eu~~tices h
in the extended unemployment compensation account to the limit pro-Q
vided in section 905 (b) (2).

(C) If as of the close of any fiscal year after June 80, 1972, the
amount in the extended unemployment compensation account exceeds
the limit provided in section 905(b) (2), such excess shallbe trans-
ferred to the employment security administration account as of the
close of such fiscal year.

(4) For the purposes of this section, the net balance in tho employ-
ment security administration account as of any time is th •iiiiii ift
such account as of such time reduced by the sumn of-

(A)t the amounts then subject to transfer pursuant tosozseci
. .tion()and

(B) the balance of advances (plus interest accrued thereon)
then repayable to the revolving fund established by subsection

. The net balance in the employment security administration account.

2097IM. 90l1M
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ot of tgf any fiscal year shall b determined after thedisposition of the excess in such account as of the close of the preced.
ing fiscal year.

Transfers Between Federal Unemployment Account and
Employment Security Adminstration Account

TIVOWks t VWa Um.plepm t Awmut
Se 902. (a) Whenever the Secretary of the Tresry determines

pursuant to action 901 (f) that there is a excess in the employment
security administration account as of the close of any fiscal year and
the entire amount of such exes is not retained in the employment
security administration account or transferred to the extended un-
employment compensation account as provided in section 001(f) (8),

----- there shall be,--srred(au of the beginning of the succeeding fRacal~ -7
year) to the Federal unemployment account the balance of such ex.

__ -mor so.much threoof. aislaequiredto. increaa.4h_ amoud. It
Federal unemployment account to whichever of the following is the
greater:

(1) $650 million, or
(2) the amount (determined by the Secretary of Labor and

certified by him to teSecrerY of the 11W )eq1t~o~~
eighth of 1 percent of the total wages subject (determined with-
out any information on amount) to contributions under all State
unemployment compensation laws for the calendar year ending
during the fiscal year for which the excess i determined.

.. u.. u•.w tO.~mu••dmdominRtrAmI on AMne=
(b) The amount, if any, by which the amount in the Federal un-

employment account as of the close of any fiscal year exceeds the
greater of the amounts specified in paragraphs (1) and (2) of sub.
section (a) shall be transferred to the employment security adminis.
tration account as of the close of such fiscal year.

•" • to the Cogrs•

(c) Whenever the Secretary of Labor has reason to believe that
-_i 'L nex fiscal year the employment security adminirationi ac-

count will reach the limit provided for such account in action 901(f)
(8) (A), and the Federal unemployment account will reach the limit
provided-for such account in section 902(a), and the extended unem*
ployment compensation account will reach the limit provided for such
account in section 905(b) (2), he shall, after consultation with the
SecreUry of the Treasury, so report t thep ngr ith eo a m-
mendattowfor appropriatq,4on bythe Congrese
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Amounts T•rasferred to State Accounts

u Genal
Sec. 903. (a)(1) If as of the close of any fiscal year after the

fiscal year ending June 80, 19M, the amount in the extended un im-
ployment compensation account has reached the limit provided in see.
tion 905(b) (2) and the amount in the Federal unemployment account
has reached the limit provided in section 902(a) and all advances pur-
suant to section 905(d) and section 1208 have been repaid, and there
remains in the employment security administration account any
amount over the amount provided In section 901(f) (8) (A), such ex-
cem amount, except as provided in subsection (b), shall be transferred
(as of the beginning of the succeeding fiscal year) to the accounts of
the States in the Unemployment Trust Fund.
... - Ei- Stat'i sihare of the futidfit6be transferred Oder this'-
subsection as of any July 1-

I() shaitbe dotemined by the Secretary of Labor and certi-
fled by him to the Secretary of the Treasury before that date on
the basis of reports furnished by the States to the Secretary of
Labor before June 1, and

(B) shall bear the same ratio to the total amount to be so
transferred as the amount of. wges subject to contributions under
such State's unemployment compensation law during the preced-
ing calendar year which have been reported to the State before
May 1 bears to the total of wages subject to contributions under
all State unemployment compensation laws during such calendar
year which have been reported to the States before May I.

Limitatlon on Trafers
(b) (1) If the Secretary of Labor finds that on July I of any fiscal

year--
(A) a State is not eligible for certification under section 803, or
(B) the law of a State is not approvableo under section 8804

of the Federal Unemployment Tax Act,
then the amount available for transfer to such State's account shall,
in lieu of being so transferred, be transferred to the Federal unem-
ployment account as of the beginning of such July 1. If, during the
fiscal year beginning on such July 1, the Secretary of Labor finds and
certifies to the Secretary of the Treasury that such State is eligible for
certification under Poction 808, that the law of such State is approvable
under such .section 3304, or both, the Secretary of the Treasury shall
transfer such amount from the Federal unemployment account to the
account of such State. If the Secretary of Labor does not so find and

.... certifyto-the Secretaryof-the-Treasury before the close of such fiscal
~ year then the amount which was available for transfer to such State's

F71 V1
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account as of July I of such fiscal year shall (as of the close of such
fiscal year) become unrestricted as to use as part of the Federal unem-
ployment account.

(2) The amount which, but for this paragraph, would be trans-
ferred to the account of a State under subsection (a) or paragraph (1)
of this subsection shall be reduced (but not below zero) by the balance

• of advances made to the State under section 1201. The sum by which
such amount is reduced shall-

(A) be transferred to or retained in (as the case may be) the
Federal unemployment account, and

(B) be credited against, and operate to reduce-
(i) first, any balance of advances made before the date of

the enactment of the Employment Security Act of 1960 to
the State under section 1201, and

(ii) second, any balance of advances made on or after
such date to the State under section 1201.

(8) [Repealed.]
Use of Transferred Amounts

(c) (1) Except as provided in paragraph (2), amounts transferred
to the account of a State pursuant to subsections (a) and (b) shall be
used only in the payment of cash benefits to individuals with respect
to their unemployment, exclusive of expenses of administration.

(2) A State may, pursuant to a specific appropriation made by the
legislative body of the State, use money withdrawn from its account
in the payment of expenses incurred by it for the administration of
its unemploymnct~compCm tionllawaudpublbc employment offices if...
and only if-

(A) the purposes and amounts were specified in the law mak-
ing the appropriation.

(B) the appropriation law did not authorize the obligation of
such money after the close of the two-year period which began on
the date of enactment of the appropriation law,

(C) the money is withdrawn and the expenses are incurred
after such date of enactment, and

(D) the appropriation law limits the total amount which may
be obligated during a fiscal year to an amount which does not
exceed the amount by which (i) the aggregate of the amounts
transferred to the account of such State pursuant to subsections
(a) and (b) during such fiscal year and the twenty-four preced-
ing fiscal years, exceeds (ii) the aggregate of the amounts used by
the State pursuant to this subsection and charged against the
amounts transferred to the account of such State during such
twenty-five fiscal years.

44-257. 46-534 0 - 75 - 19
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For the purposes of subparagraph (D), amounts used by a State
during any fiscal year shall be charged against equivalent amounts
which were first transferred and which have not previously been so
charged; except that no amount obligated for administration during
any fiscal year may be charged against any amount transferred dur-

• ing a fiscal year earlier than the twenty-fourth preceding fiscal year.

Unemployment Trust Fund

1stabtiehments etr.
See. 904. (a) There is hereby established in the Treasury of the

United States a trust fund to be known as the "Unemployment Trust
Fund", hereinafter in this title called the "Fund". The Secretary of
the Treasury is authorized and directed to receive and hold in the
Fund all moneys deposited therein by a State agency from a State
unemployment fund, or by the Railroad Retirement Board to the
credit of the railroad unemployment insurance account or the railroad
unemployment insurance administration fund, or otherwise deposited
in or credited to the Fund or any account therein. Such deposit may
be made directly with the Secretary of the Treasury, with any de-
pository designated by him for such purpose, or with any Federal
Reserve Bankr

investments
(b) It shall be the duty of the Secretary of the Treasury to invest

such portion of the Fund as is not, in his judgment, required to meet
current-withdrawals Such-investment8 maybbemade *only !nU• •Pp
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the
issue price, or (2) by purchase of outstanding obligations at the
market price. The purposes for which obligations of the United States
may be issued under the Second Liberty Bond Act, as amended, are
hereby extended to authorize the issuance at par of special obliga-
tions exclusively to the Fund. Such special obligations shall bear in-
terest at a rate equal to the average rate of interest, computed as of
the end of the calendar month next preceding the date of such issue,
borne by all interest-bearing obligations of the United States then
forming part of the public debt; except that where such average rate
is not a multiple of one-eighth of I per centun, the rate of interest
of such special obligations shall be the multiple of one-eighth of I per
centum next lower than such average rate. Obligations other than such
special obligations may be acquired for the Fund only on such terms
as to provide an investment yield not less than the yield which would
be required in the case of special obligations if issued to the Fund
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upon the date 3t such acquisition. Advances made to the Federal un-
employment account pursuant to section 1208 shall not be invested.

Sah or -Ampeoa of Obitgsms
(c) Any obligations acquired by the Fund (except special obliga-

tions issued exclusively to the Fund) may be sold at the market price,
and such special obligations may be redeemed at par plus accrued
interest.

Trestmeat of Interest and Proeds
(d) The interest on, and the proceeds from the sale or redemption

of, any obligations held in the Fund shall be credited to and form a
part of the Fund.

Separate Book Aecounts

(e) The Fund shall be invested as a single fund, but the Secretary
of the Treasury shall maintain a separate book account for each State
agency, the employment security administration account, the Federal
unemployment account, the railroad unemployment insurance account,
and the railroad unemployment insurance administration fund and
shall credit quarterly (on March 81, June 30, September 80, and De-
cember 81, of each year) to each account, on the basis of the average
daily balance of such account, a proportionate part of the earnings of
the Fund for the quarter ending on such date. For the purpose of this
subsection the average daily balance shall be computed-

(1) in the case of any State account, by reducing (but not below
zero) the amount in the account by the balance of advances made

.tol•Sthuft idr seet1oni1201;am&-
(2) in the case of the Federal unemployment account,-

(A) by adding to the amount in the account the aggregate
of the reductions under paragraph (1), and

(B) by subtracting from the sum so obtained the balance
of advances made under section 1203 to the account.

Payments to State Agencies and Railroad Retirement Board

(f) The Secretary of the Treasury is authorized and directed to
pay out of the Fund of any State agency such amount as it may-duly
requisition, not exceeding the amount standing to the account of such
State agency at the time of such payment. The Secretary of the
Treasury is authorized and directed to make such payments out of the
railroad unemployment insurance account for the payment of bene-
fits, and out of the railroad unemployment insurance administration
fund for the payment of administrative expenmss, as the Railroad
Retirement Boanr may duly cert!!f, not exceeding the amount stand-
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ing to the credit of such account or such fund, as thecan my be, at
the time of such payment.

FeraI Uneuploylt Awmut

(g) There is hereby established in the Unemployment Trust Fund
t a Federal unemployment account. There is hereby authorized to be

Appropriated to such Federal unemployment account a sum equal to
(1) the excess of taxes collected prior to July 1,1948, under title IX
of this Act or under the Federal Unemployment Tax Act, over the
total unemployment administrative expenditures made prior to
July 1,1948, plus (2) the excess of taxes collected under the Federal
Unemployment Tax Act after June 80,1946, and prior to July 1,1958,
over the unemployment administrative expenditure made after
June 80,1946, and prior to July 1,1953. As used in this subsection, the
term "unemployment administrative expenditures" means expendi-
tures for grants under title III of this Act, expenditures for the
administration of that title by the Social Security Board, the Federal
Security Administrator, or the Secretary of Labor, and expenditures
for the administration of title IX of this Act, or of the Federal Un-
employment Tax Act, by the Department of the Treasury, the Social
Security Board, the Federal Security Administrator, or the Secretary
of Labor. For the purposes of this subsection, there shall be deducted
from the total amount of taxes collected- prior to July 1, 1948, under
title IX of this Act, the sum of $40,561,886.43 which was authorized
to be appropriated by the Act of August 24,1987 (50 Stat. 754), and

. P- the- sume-of $18,461,848 which--was authorized-to-be appropriated by-------
section 11(b) of the Railroad Unemployment Insurance Act.

Extended Unemployment Compensation Account

Establ t of Aount

See. 905. (a) There is hereby established in the Unemployment
Trust Fund an extended unemployment compensation account. For
the purposes provided for'in section 904(e), such account shall be
maintained as a separate book account.

Transfer to Amunt
(b) (1) Except as provided by paragraph (8), the Secretary of

the Treasury shall transfer (as of the close of July 1970, and each
month thereafter), from the employment security administration ac-
count to the extended unemployment compensation account estab-
lished by subsection (a), an amount determined by him to be equal,
in the case of any month before April 1972, to one-fifth, and in the
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cas of any month after March 1972, to one-tenth, of the amount by
which-

(A) transfers to the employment security administration ac-
count pursuant to section 901(b) (2) during such month, exceed

(B) payments during such month from the employment secu-
rity administration account pursuant to section 901(b) (3)
and (d).

If for any such month the payments referred to in subparagraph (B)
exceed the transfers referred to in subparagraph (A), proper adjust-
ments shall be made in the amounts subsequently transferred. In the
case of any month after March 1978 and before April 1974, the first
sentence of this paragraph shall be applied by substituting "thirteen
fifty-eighths" for "one-tenth".

(2) Whenever the Secretary of the Treasury determines pursuant
to section 901(f) that there is an excess in the employment security
administration account as of the close of any fiscal year beginning
after June 30, 1972, there shall be transferred (as of the beginning
of the succeeding fiscal year) to the extended unemployment com-
pensation account the total amount of such excess or so much thereof
as is required to increase the amount in the extended unemployment
compensation account to whichever of the following is the greater:

(A) $750,000,000, or
(B) the amount (determined by the Secretary of Labor and

certified by him to the Secretary of the Treasury) equal to one-
eighth of I percent of the total wages subject (determined with-

-. .out any, limitation on-amount).-to contributions-under-all-State
unemployment compensation laws for the calendar year ending
during the liscal year which the excess is determined.

(8) The Secretary of the Treasury shall make no transfer pursuant
to paragraph (1) as of the close of any month if he determines that
the amount in the extended unemployment compensation account is
equal to (or in excess of) the limitation provided in paragraph (2).

T7ras••er to state Accounts

.. (e) Amounts in- the extended tmnemployment compensation account
shall be available for transfer to the accounts of the States in the Un-
employment Trust Fund as provided in section 204(e) of the Federal-
State Extended Unemployment Compensation Act of 1970.

Advances to EWtended Unemployment Compensation Account and Repayment

(d) There are hereby authorized to be appropriated, without fiscal
year limitation, to the extended unemployment compensation account,
as repayable advances (without interest), such sums as may be neces-
sary to carry out the purposes of the Federal-State Extended Un-
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employment Compensation Act of 1970. Amounts appropriated as
repayable advances shall be repaid, without interest, by transfers
from the extended unemployment compensation account to the gen-
eral fund of the Treasury, at such times as the amount in the extended
unemployment compensation account is determined by the Secretary

• of the Treasury, in consultation with the Secretary of Labor, to be
Adequate for such purpose. Any amount transferred as a repayment

under this subsection shall be credited against, and shall operate to
reduce, any balance of advances repayable under this subsection.

Unemployment Compensation Research Program

See. 906. (a) The Secretary of Labor shall-
(1) establish a continuing and comprehensive program of

research to evaluate the unemployment compensation system.
Such research shall include, but not be limited to, a program of
factual studies covering the role of unemployment compensation
under varying patterns of unemployment including those in sea-
sonal industries, the relationship between the unemployment
compensation and other social insurance programs, the effect of
State eligibility and disqualification provisions, the personal
characteristics, family situations, employment background and
experience of claimants, with the results of such studies to be
made public; and

(2) establish a program of research to develop information
(which. shall- be made public), as to -the efftandimpactoez-!....
tending coverage to excluded groups with first attention to agri-
cultural labor.

(b) To assist in the establishment and provide for the continua-
tion of the comprehensive research program relating to the unem-
ployment compensation system, there are hereby authorized to be ap-
propriated for the fiscal year ending June 80, 1971, and for each
fiscal year thereafter, such sums, not to exceed $8,000,000, as may

S be necessary to carry out the purposes of this section. From the
sums authorized to be appropriated by this subsection the Secretary
may provide for the conduct of such research through grant or
contracts.

Personnel Training

Sec. 907. (a) In order to assist in increasing the effectiveness
and efficiency of administration of the unemployment compensation
program by increasing the number of adequately trained personnel,
the Secretary of Labor shall--

(1) provide directly, through State agencies, or through -con-
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tracts with institutions of higher education or other qualified
agencies, organizations, or histituti)ns, programs and courses de-
signed to train individuals to prepare them, or improve their qual.
ifications, for service in the administration of the unemployment
compensation program, including claims determinations and ad-
judication, with such stipends and allowances as may be permitted
tinder regulations of the Secretary;

(2) develop training materials for and provide technical assist-
ance to the State agencies in the operation of their training
programs;

(8) under such regulations as he may prescribe, award fellow-
ships and traineeships to persons in the Federal-State employ.
meant security agencies, in order to prepare them or improve their
qualifications for service in-the administration of the unemploy-
ment compensation program.

(b) The Secretary may, to the extent that he finds such action to
be necessary, prescribe requirements to assure that any person receiv-
ing a fellowship, traineeship, stipend or allowance shall repay the
costs thereof to the extent that such person fails to serve in the Federal-
State employment security program for the period prescribed by the
Secretary. The Secretary may relieve any individual of his obligation
to so repay, in whole or in part, whenever and to the extent that such
repayment would, in his judgment, be inequitable or would be con-
trary to the purposes of any of the programs established by this
section.
.. ~(e) The Secretary; with-the concurrence of the State, may-detail
Federal employees to State unemployment compensation administra-
tion and the Secretary may concur in the detailing of State employees
to the United States Department of Labor for temporary periods for
training or for purposes of unemployment compensation administra-
tion, and the provisions of section 507 of the Elementary and Second-
ary Education Act of 1965 (79 Stat. 27) or any more general program
of interchange enacted by a law amending, supplementing or replac-

•• ing section 507 shall apply to any such assignment.
(d) There are hereby authorized to be appropriated for the fiscal

year ending June 30, 1971, and for each fiscal year thereafter such
sums, not to exceed $5,000,000, as may be necessary to carry out the
purposes of this section.

Federal Advisory Council

See. 908. (a) The Secretary of Labor shall establish a Federal
Advisory Council, of not to exceed 16 members including the chair-
man, for the purpose of reviewing the Federal-State program of uu-
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employment compensation and making recommendations to him for
improvement of the system.

(b) The Council shall be appointed by the Secretary without regard
to the civil senrice laws and shall consist of men and women who shall
be representatives of employers and employees in equal numbers, and
the public.

(c) The Secretary may make available to the Council an Executive
Secretary and secretarial, clerical, and other assistance, and such perti-
nent data prepared by the Department of Labor, as it may require to
carry out its functions.

(d) Members of the Council shall, while serving on business of the
Council, be entitled to receive compensation at rates fixed by the Sec-
retary, but not exceeding $100 per day, including travel time; and
while so serving away from their homes or regular places of business,
they may be allowed travel expenses, including per diem in lieu of
subsistence, as authorized by 5 U.S.C. 5708(b) for persons in govern-
ment service employed intermittently.

(e) The Secretary shall encourage the organization of similar State
advisory councils.

(f) There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1971, and for each fiscal year thereafter such
sums, not to exceed $100,000, as may be necessary to carry out the
purposes of this section.
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Appropriation

Section 1001. For the purpose of enabling each State to furnish
financial assistance, as far as practicable tinder the conditions in such
State, to needy individuals who are blind and of encouraging each
State, as far as practicable under such conditions, to furnish rehabili-
tation and other services to help such individuals attain or retain
capability for self-support or self-care, there is hereby authorized to
be appropriated for each fiscal year a sum sufficient to carry out the
purposes of this title. The sums made available under this section
shall be used for making payments to States which have submitted,
and had approved by the Secretary of Health, Education, and W1Tel-
faLe, State plans for aid to the blind.

State Plans for Aid to the Blind

See. 1002. (a) A State plan for aid to the blind must (1) except
to the extent permitted by the Secretary with respect to services, pro-
vide that it shall be in effect in all political subdivisions of the State,
and, if administered by them, be mandatory upon them: (2) provide
for financial participation by the State: (3) either provide for the
establishment or designation of a single St ate agen.y to administer the
plan, or provide for the establishment or designation of a single State
agency to supervise the administration of the plan; (4) provide (.t)
for granting ail opportunity for a fail' hearing before thle State agency
to any individual whose claim for aid to the blind is denied or is not
acted upon with reasonable promptness. and (B) that if the State plan
is administered in each of the political subdivisions of the State by a
local agency and such local agency provides a hearing at which evi-
dence may be, presented prior to a hearing before the State agency,

1 P.L. 92-603, see. 303 repealed title X effective January 1, 1974. but such repeal does
not apply to Puerto Rico. Ouam, and the Virgin Islands.

This table of contents does not appear in the law.
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such local agency may put into effect immediately upon issuance its
decision upon the matter considered at such hearing; (5) provide
(A) such methods of administration (including after January 1,1940,
methods relating to the establishment and maintenance of personnel
standards on a merit basis, except that the Secretary shall exercise no
authority with respect to the selection, tenure of office, and compensa-

Stion of any individual employed in accordance with such methods) as
are found by the Secretary to be necessary for the proper and efficient
operation of the plan, and (B) for the training and effective use of
paid subprofessional staff, with particular emphasis on the full-time
or part-time employment of recipients and other persons of low-in-
come, as community service aides, in the administration of the plan
and for the use of nonpaid or partially paid volunteers in a social
service volunteer program in providing services to applicants and re-
cipients and in assisting any advisory committees established by the
State agency; (6) provide that the State agency will make such re-
ports, in such form and containing such information, as the Secretary
may from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the cor-
rectness and verification of such reports; and (7) provide that no aid
will be furnished any individual under the plan with respect to any
period with respect to which he is receiving old-age assistance under
the State plan approved under section 2 of this Act or aid to families
with dependent children under the State plan approved under section
402 of this Act; (8) provide that the State agency shall, in determin-
ing need, take into consideration any other income txnd resources of the
individual claiming aid to the blind, as well as any expenses reason-
ably attributable to the earning of any such income, except that, in
making such determination, the State agency (A) shall disregard the
first $85 per month of earned income, plus one-half of earned income
in excess of $85 per month, (B) shall, for a period not in excess of
twelve months, and may, for a period not in excess of thirty-six months,
disregard such additional amounts of other income and resources, in

• the case of an individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the fulfilltient
of such plan, and (C) may, before disregarding the amounts referred
to in clauses (A) and (B), disregard not more than $7.50 of any
income; (9) provide safeguards which permit the use or disclosure
of information concerning applicants or recipients only (A) to public
officials who require such information in connection with their official
duties, or (B) to other persons for purposes directly connected with
the administration of the State plan; (10) provide that, in determin-
ing whether an individual is blind, there shall be an examination by a
physician skilled in diseases of the eye or by an optometrist, which-
ever the individual may select; (11) effective July 1,1951, provide that
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all individuals wishing to make application for aid to the blind shall
have opportunity to do so, and that aid to the blind shall be furnished
with reasonable promptness to all eligible individuals; (12) effective
July 1, 1958, provide, if the plan includes payments to hidividuals in
private or public institutions, for the establishment or designation of a
State authority or authorities which shall be responsible for establish-
ing and maintaining standards for such institutions: and (13) provide
a description of the services (if any) which the State agency makes
available (using whatever internal organizational arrangement it finds
appropriate for this purpose) to applicants for and recipients of aid
to the blind to help them attain self-support or self-care, including a
description of the steps taken to assure, in the provision of such serv-
ices, maximum utilization of other agencies providing similar or re-
lated services.

(b) The Secretary shall approve any plan which fulflls the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid to the blind
under the plan-

(1) Any residence requirement which excludes any resident of
the State who has resided therein five years during the nine years
immediately preceding the application for aid and has resided
therein continuously for one year immediately preceding the ap-
plication; or

(2) Any citizenship requirement which excludes any citizen of
thle United State& At the option of the State, the plan may Epyj
vide that manuals and other policy issuances will be furnished to
persons without charge for the reasonable cost of such materials,
but such provision shall not be required by the Secretary as a
condition for the approval of such plan under this title.

In the case of any State (other than Puerto Rico and the Virgin Is-
lands) which did not have on January 1, 1949, a State plan for aid
to the blind approved under this title, the Secretary shall approve a
plan of such State for aid to the blind for purposes of this title, even
though it does not meet the requirements of clause (8) of subsection
(a) of this section, if it meets all other requirements of this title for
an approved plan for aid to the blind; but payments under section
1003 shall be made, in the case of any such plan, only with respect
to expenditures thereunder which would be included as expenditures
for the purlpses of section 1003 under a plan approved under this sec-
tion without regard to the provisions of this sentence.

Payments to States

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

(1) in the ce 6f any State other than Puerto Rico, the Vir.
gin Islands, and Guam, an amount equal to the sum of the fol.
lowing proportions of the total amounts expended during such
quarter as aid to th6 blind under the State plan- (including ex.
penditures for premiums under part. B of title XVMI for indi-
viduals who are recipients of money payments under such plan
and other insurance premiums for medical or any other type of
remedial care or the cost thereof)-

(A) 83% of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $87 multiplied by the total! number of recipients
of aid to the blind for such month (which total number, for
purposes of this subsection, meaus (i) the number of indi.
viduals who received aid to the blind in the form of money
payments for such month, plus (ii) the number of other in.
dividuals with respect to whom expenditures were made in
such month as aid to the blind in the form of medical or any
other type of remedial care) ; plus

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

(2) in the case of Puerto Rico, the Virgin Islands, and Guam
an amount equal to one-half of the total of the sums expended
during such quarter as aid to the blind under the State plan (in-
cluding expenditures for premiums under part B of title XVIII
for individuals who are recipients of money payments under such
plan and other insurance premiums for medical or any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $37.50 multi-
plied by the total number of recipients of aid to the blind for such
month; and

(3) in the case of any State whose State plan approved under
section 1002 meets the requirements of subsection (c) (1) an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for-
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(i) services which are prescribed pursuant to subsec-

tion (c) (1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid to the
blind to help them attain or retain capability for self-
support or self-care, or

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

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

(iv) the training (including both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial assistance to stu-
dents enrolled in such institutions) of personnel em-
ployed or preparing for employment by the State agency
or by the local agency administering the plan in the po-
litical subdivision; plus

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

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

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

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

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

(4) in the case of Any State whose State plan approved under
section 1002 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (8) and provided in accordance

00* with the provisions of such paragraph.
(b) The method of computing and paying such amounts shall be

as follows:
(1) The Secretary of Health, Education, and Welfare shall,

prior to the beginning of each quarter, estimate the amount to be
paid to the State for such quarter under the provisions of subsec-
tion (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the
State and its political subdivisions for such expenditures in such
quarter, and if such amount is less than the State's proportionate
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share of the total sum of such estimated expenditures, the source
or sources from which the difference is expected to be derived,
(B) records showing the number of blind individuals in the State,
and (C) such other investigation as the Secretary may find
necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which the
Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount
which should have been paid to the State under subsection (a) for
such quarter, and (B) reduced by a sum equivalent to the pro rata
share to which the United States is equitably entitled, as deter-
mined by the Secretary of Health, Education, and Welfare, of the
net amount recovered during a prior quarter by the State or any
political subdivision thereof with respect to aid to the blind fur-
nished under the State plan; except that such increases or reduc-
tions shall not be made to the extent that such sums have been
applied to make the amount certified for any prior quarter greater
or less than the amount estimated by the Secretary of Health,
Education, and Welfare for such prior quarter: Provided, That
any part of the amount recovered from the estate of a deceased
recipient which is not in excess of the amount expended by the
State or any political subdivision thereof for the funeral expenses
of the deceased shall not be considered as a basis for reduction
under clause (B) of this paragraph.

(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 amounts so certified.

(e) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1002 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the blind at least those services to
help them attain or retain capability for self-support or self-care
which are prescribed by the Secretary.

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

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or
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(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (8) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with

•Z.. respect to the administration of such State plan shall not be made
under paragraph (8) of subsection (a) but shall instead be made, sub.
ject to the other provisions of this title, under paragraph (4) of such
subsection.

Operation of State Plans

Sem. 1004. In the case of any State plan for aid to the blind which
has been approved by the Secretary of Health, Education, and Wel-
fare, if the Secretary, after reasonable notice and opportunity for
hearing to the State agency administering or supervising the adminis-
tration of such plan, finds-

(1) that the plan has been so changed as to impose any resi.
dence or citizenship requirement prohibited by section 1002(b),
or that in the administration of the plan any such prohibited
requirement is imposed, with the knowledge of such State agency,
in a substantial number of cases; or

(2) that in the administration of the plan there is a failure
to comply substantially with any provision required by section
1002(a) to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. TUntil he is so satisfied he shall make no further
payments to such State (or shall limit payments to categories under
or parts of the State plan not affected by such failure).

Administration

Sec. 1005. Executed. Authorized appropriation for administrative
expenses of the Social Security Board for the fiscal year ending
June 80, 1986.

Definition

Sec. 1006. For the purpose of this title, the term "aid to the blind"
means money payments to, or (if provided in or after the third month
before the month in which the recipient makes application for aid)
medical care in behalf of or any type of remedial care recognized under
State law in behalf of, blind individuals who are needy, but does not

A.pr- include any such payments to or care in behalf of any individual who
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is an inmate of a public institution (except as a patient in a medical
institution) or any individual who is a patient in an institution for
tuberculosis or mental diseases. Such term also includes payments
which are not included within the meaning of such term under the
preceding sentence, but which would be so included except that they
are made on behalf of such a needy individual to another individual
who (as determined in accordance with standards prescribed by the
Secretary) is interested in or concerned with the welfare of such needy
individual, but only with respect to a State whose State plan approved
under section 1002 includes provision for-

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

(2) making such payments only in cases in which such pay.
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the blind to
be paid (and in conjunction with other income and resources),
meet all the need of the individuals with respect to whom such
payments are made;

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

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

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

At the option of a State (if its plan approved under this title so
provides), such term (i) need not include money payments to an indi.
vidual who has been absent from such State for a period in excess of
90 consecutive days (regardless of whether he has maintained his
residence in such State during such period) until he has been present
in such State for 80 consecutive days in the case of such an individual
who has maintained his residence in such State during such period or
90 consecutive days in the case of any other such individual and (ii)
may include rent payments made directly to a public housing agency
on behalf of a recipient or a group or groups of recipients of aid under
such plan.
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Part A--General Provisions

Definitions

See. 1101. (a) When used in this Act-
(1) The term "State", except where otherwise provided, includes

the District of Columbia and the Commonwealth of Puerto Rico, and
when used in titles IV, V, VII, XI, and XIX includes the Virgin
Islands and Guam. Such term when used in title V also includes Amer-
ican Samoa and the Trust Territory of the Pacific Islands. In the
case of Puerto Rico, the Virgin Islands, and Guam, title I, X, and
XIV, and title XVI, (as in effect without regard to the amend-
ment made by section 801 of the Social Security Amendments of 1972)
shall continue to apply, and the term "States" when used in such titles
(but not in title XVI as in effect pursuant to such amendment after
December 81, 1978) includes Puerto Rico, the Virgin Islands, and
Guam.

(2) The term "United States" when used in a geographical sense
means, except when otherwise provided, the States.

(8) The term "person" means an individual, a trust or estate, a
partnerhip, or a corporation.

(4) The term "corporation" includes associations, joint-stock com-
panies, and insurance companies.

(5) The term "shareholder" includes a member in an association,
joint-stock company, or insurance company.

(6) The term "Secretary", except when the context otherwise re-
quires, means the Secretary of Health, Education, and Welfare.

iThis table does not appear It the law.
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(7) The terms "physician" and "medical care" and "hospitaliza-
tion" include osteopathic practitioners or the services of osteopathic
practioners and hospitals within the scope of their practice as de-
fined by State law.

(8) (A) The "Federal percentage" for any State (other than
Puerto Rico, the Virgin Islands, and Guam) shall be 100 per centum
less the State percentage; and the State percentage shall be that per-
centage which bears the same ratio to 50 per centum as the square of
the per capita income of such State bears to the square of the per
capita income of the United States; except that the Federal percent-
age shall in no case be less than 50 per centumn or more than 65 per
centum.

(B) The Federal percentage for each State (other than Puerto
Rico, the Virgin Islands, and Guam) shall be promulgated by the
Secretary between July 1 and August 81 of each even-numbered year,
on the basis of the average per capita income of each State and of the
United States for the three most recent calendar years for which satis-
factory data are available from the Department of Commerce. Such
promulgation shall be conclusive for each of the eight quarters in the
period beginning July 1 next succeeding such promulgation: Providd,
That the Secretary shall promulgate such percentage as soon as pos-
sible after the enactment of the Social Security Amendments of 1958,
which promulgation shall be conclusive for each of the eleven quarters
in the period beginning October 1,1958, and ending with the close of
June 30,1961.

(C) The term "United States" means (but only for purposes of
subparagraphs (A) and (B) of this paragraph) the fifty States and
the District of Columbia.

(D) Promulgations made before satisfactory data are available
from the Department of Commerce for a full year on the per capita
income of Alaska shall prescribe a Federal percentage for Alaska of
50 per centum and, for purposes of such promulgations, Alaska shall
not be included as part of the "United States." Promulgations made
thereafter but before per capita income data for Alaska for a full
three-year period are available from the Department of Commerce
shall be based on satisfactory data available therefrom for Alaska for
such one full year or, when such data are available for a two-year
period, for such two years.

(b) The terms "includes" and "including" when used in a definition
contained in this Act shall not be deemed to exclude other things
otherwise within the meaning of the term defined.

(o) Whenever under this Act or any Act of Congress, or under the
law of any State, an employer is required or permitted to deduct any
amount from the remuneration of an employee and to pay the amount
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deducted to the United States, a State, or any political subdivision
thereof, then for the purposes of this Act the amount so deducted shall
be considered to have been paid to the employee at the time of such
deduction.

(d) Nothing in this Act shall be construed as authorizing any Fed-
eral official, agent, or representative, in carrying out any of the pro.

•- visions of this Ac4 to take charge of any child over the objections of
either of the parents of such child, or of the person standing in loco
parentis to such child.

Rules and Regulations

See. 1102. The Secretary of the Treasury, the Secretary of Labor,
and the Secretary of Health, Education, and Welfare, respectively,
shall make and publish such rules and regulations, not inconsistent
with this Act, as may be necessary to the efficient administration of
the functions with which each is charged under this Act.

Separability

See. 1103. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the remainder of the Act
and the application of such provision to other persons or circum-
stances shall not be affected thereby.

Reservation of Power

See. 1104. The right to alter, amend, or repeal any provision of this
Act is hereby reserved to the Congress.

Short Title

See. 1105. This Act may be cited as the "Social Security Act."

Disclosure of Information in Possession of Department

See. 1106. (a) No disclosure of any return or portion of a return
(including information returns and other written statements) filed
with the Commissioner of Internal Revenue under title VIII of the
Social Security Act or under subchapter E of chapter 1 or subchapter
A of chapter 9 of the Internal Revenue Code of 1939, or under chapter
2 or 21 or, pursuant thereto, under subtitle F of the Internal Revenue
Code of 1954, or under regulations made under authority thereof,
which has been transmitted to the Secretary of Health, Education,
and Welfare by the Commissioner of Internal Revenue, or of any
file, record, report, or other paper, or any information, obtained at any
time by the Secretary or by any officer or employee of the Department
of Health, Education, and Welfare in the course of discharging the
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duties of the Secretary under this Act, and no diclosure of any such
file, record, report, or other paper, or information, obtained at any
time by any person from the Secretary or from any officer or employee
of the Department of Health, Education, and Welfare, shall be made
except as the Secretary may by regulations prescribe and except as
provided in part D of title IV of this Act. Any person who shall vio.

Slate any provision of this section shall be deemed guilty of a misde.
meaner and, upon conviction thereof, shall be punished by a fine not
exceeding $1,000, or by imprisonment not exceeding one year, or both.

(b) Requests for information, disclosure of which is authorized by
regulations prescribed pursuant to subsection (a) of this section, and
requests for services, may, subject to such limitations as may be pre-
scribed by the Secretary to avoid undue interference with his func-
tions under this Act, be complied with if the agency, person, or organi-
zation making the request agrees to pay for the information or services
requested in such amount, if any (not exceeding the cost of furnishing
the information or services), as may be determined by the Secretary.
Payments for information or services furnished pursuant to this sec-
tion shall be made in advance or by way of reimbursement, as may be
requested by the Secretary, and shall be deposited in the Treasury as a
special deposit to be used to reimburse the appropriations (including
authorizations to make expenditures from the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, and the Fed-
eral Supplementary Medical Insurance Trust Fund) for the unit or
units of the Department of Health, Education, and Welfare which
furnished the information or service& Notwithstanding the preceding
provisions of this subsection, requests for information made pursuant
to the provisions of part D of title IV of this Act for the purpose of
using Federal records for locating parents shall be complied with and
the cost incurred in providing such information shall be paid for as
provided in such part D of title IV.

(c) [Repealed.]
(d) Notwithstanding any other provision of this section the Sec-

retary shall make available to each State agency operating a program
under title XIX and shall, subject to the limitations contained in sub-
section (e), make available for public inspection in readily accessible
form and fashion, the following official reports (not including, how-
ever, references to any internal tolerance rules and practices that may
be contained therein, internal working papers or other informal memo-
randa) dealing with the operation of the health programs established
by titles XVIII and XIX-

(1) individual contractor performance reviews and other for-
mal evaluations of the performance of carriers, Intermediaries,
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and State agencies, including the reports of follow-up reviews;
(S) comparative evaluations of the performance of such con-

tractors, including comparisons of either overall performance or
of any particular aspects of contractor operation; and

(8) program validation survey reports and other formal eval-
uations of the performance of providers of services, including
the reports of follow-up reviews, except that such reports shall
not identify individual patients, individual health care practition-
ers, or other individuals.

(e) No report described in subsection (d) shall be made public
by the Secretary or the State title XIX agency until the contractor
or provider of services whoem performance is being evaluated has had
a reasonable opportunity (not exceeding 60 days) to review such
report and to offer comments pertinent parts of which may be incor-
porated in the public report; nor shall the Secretary be required to
include in any such report information with respect to any deficiency
(or improper practice or procedures) which is known by the Secre-
tary to have been fully corrected, within 60 days of the date such
deficiency was first brought to the attention of such contractor or
provider of services, as the case may be.

Penalty for Fraud

Sec. 1107. (a) Whoever, with the intent to defraud any person,
shall make or cause to be made any false representation concerning
the requirement of this Act, subchapter E of chapter 1 or subchapter
A, C, or E of chapter 9 of the Internal Revenue Code of 1939, or
chapter 2, 21, or 23 or section 6011(a), 6017, or 6051(a) of the In-
ternal Revenue Code of 1954 or of any rules or regulations issued there-
under, knowing such representations to be false, shall be deemed
guilty of a misdemeanor, and upon conviction thereof, shall be pun-
ished by a fine not exceeding $1,000, or by imprisonment not exceeding
one year, or both.

(b) Whoever, with the intent to elicit information as to the date of
birth, employment, wages, or benefits of any individual (1) falsely
represents to the Secretary of Health, Education, and Welfare that he
is such individual, or the wife, husband, widow, widower, former wife
divorced, child, or parent of such individual, or the duly authorized
agent of such individual, or of the wife, husband, widow, widower,
former wife divorced, child, or parent of such individual, or (2)
falsely represents to any person that he is an employee or agent of
the United States, shall be deemed guilty of a misdemeanor, and,
upon conviction thereof, shall be punished by a fine not exceeding
$1,000, or by imprisonment not exceeding one year, or both.
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Limitation on Payments to Puerto Rico, the Virgin Islands,
and Guam

See. 1108. (a) Except as provided in 2002(a) (2) (D), the total
amount certified by the Secretary of Health, Education, and Welfare
under title I, X, XIV, and XVI, and under part A of title IV (exclu-

- sive of any amounts %on account of services and items to which subsec-
tion (b) applies)-

(1) for payment to Puerto Rico shall not exceed-
(A) $12,500,000 with respect to the fiscal year 1968,
(B) $15,000,000 with respect to the fiscal year 1969,
(C) $18,000,000 with respect #o the fiscal year 1970,
(D) $21,000,000 with respect to the fiscal year 1971, or
(E) $24,000,000 with respect to the fiscal year 1979 and

each fiscal year thereafter;
(2) for payment to the Virgin Islands shall not exceed-

(A) $425,000 with respect to the fiscal year 1968,
(B) $500,000 with respect to the fiscal year 1969,
(C) $600,000 with respect to the fiscal year 1970,
(D) $700,000 with respect to the fiscal year 1971, or
(E) $800,000 with respect to the fiscal year 1972 and each

fiscal year thereafter; and
(8) for payment to Guam shall not exceed-

(A) $575,000 with respect to the fiscal year 1968,
(B) $690,000 with respect to the fiscal year 1969,
(C) $825,000 with respect to the fiscal year 1970,
(D) $960,000 with respect to the fiscal year 1971, or
(E) $1,100,000 with respect to the fiscal year 1972 and each

fiscal year thereafter.
(b) The total amount certified by the Secretary under part A of

title IV, on account of family planning services and services provided
under section 402 (a) (19) with respect to any fiscal year-

(1) for payment to Puerto Rico shall not exceed $2,000,000,
(2) for payment to the Virgin Islands shall not exceed $65,000,

and
(8) for payment to Guam shall not exceed $90,000.

(c) The total amount certified by the Secretary under title XIX
with respect to any fiscal year-

(1) for payment to Puerto Rico shall not exceed $80,000,000,
(2) for payment to the Virgin Islands shall not exceed $1,000,000,

and
(8) for payment to Guam shall not exceed $900,000.
(d) Notwithstanding the provisions of section 502(a) and 512(a)

of this Act, and the provisions of sections 421, 508(1), and 504(1) of
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this Act as amended by the Social Security Amendments of 1967, and
until such time as the Congress may by appropriation or other law
otherwise provide, the Secretary shall, in lieu of the initial allotment
specified in such sections, allot such smaller amounts to Guam, Ameri-
can Samoa, and the Trust Territory of the Pacific Islands as he may
deem appropriate

Amounts Disregarded Not To Be Taken Into Account in Deter.
mining Eligibility of Other Individuals

See. 1109. Any amount which is disregarded (or set aside for future
needs) in determining the eligibility of and amount of the aid or assist-
ance for any individual under a State plan approved under title I, X,
XIV, XVI, or XIX, or part A of title IV, shall not be taken into
conpidcration in determining the eligibility of and amount of aid or
assistance for any other individual under a State plan approved under
any other of such titles

Cooperative Research or Demonstration Projects

Sec. 1110. (a) There are hereby authorized to be appropriated for
the fiscal year ending June 30, 1957, $5,000,000 and for each fiscal
year thereafter such sums as the Congress may determine for (1)
making grants to States and public and other nonprofit organiza-
tions and agencies for payment part of the cost of research or demon-
stration projects such as those relating to the prevention and reduce-
tion of dependency, or which will aid in effecting coordination of
planning between private and public welfare agencies or which will
help improve the administration and effectiveness of programs car-
ried on or assisted under the Social Security Act and programs re-
lated thereto, and (2) making contracts or jointly financed cooperative
arrangements with States and public and other organizations and
agencies for the conduct of research or demonstration projects relating
to such matters.

(b) No contract or jointly financed cooperative arrangement shall
be entered into, and no grant shall be made, under subsection (a),
until the Secretary obtains the advice and recommendations of spe-
cialists who are competent to evaluate the proposed project as to
soundness of their design, the possibilities of securing productive re-
sults, the adequacy of resources to conduct the proposed research or
demonstrations, and their relationship to other similar research or
demonstrations already completed or in process.

(c) Grants and payments under contracts or cooperative arrange-
ments under subsection (a) may be made either in advance or by way
of reimbursement, as may be determined by the Secretary; and shall
be made in such installments and on such conditions as the Secretary

0 finds necessary to carry out the purposes of this section.
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PubHe Assistance Payments to Legal Representatives

See. 1111. For purposes of title I, X, XIV and XVI, and Part A
of title IV, payments on behalf of an individual, made to another
person who has been judicially appointed, under the law of the State
in which such individual resides, as legal representative of such indi-
vidual for the purpose of receiving and managing such payments
(whether or not he is such individual's legal representative for other
purposes), shall be regarded as money payments to such individual.

Medical Care Guides and Reports for Public Assistance and
Medical Assistance

See. 1112. In order to assist the States to extend the scope and
content, and improve the quality, of medical care and medical serv-
ices for which payments are made to or on behalf of needy and low-
income individuals under this Act and in order to promote better
public understanding about medical care and medical assistance for
needy and low-income individuals, the Secretary shall develop and
revise from time to time guides or recommended standards as to the
level, content, and quality of medical care and medical services for
the use of the States in evaluating and improving their public assist-
ance medical care programs and their programs of medical assistance;
shall secure periodic reports from the States on items included in,
and the quantity of, medical care and medical services for which ex-
penditures under such programs are made; and shall from time to
time publish data secured from these reports and other information
necessary to carry out the purposes of this section.

Assistance for United States Citizens Returned From Foreign
Countries

See. 1113. (a) (1) The Secretary is authorized to provide tempo-
rary assistance to citizens of the United States and to dependents of
citizens of the United States, if they (A) are identified by the De-
partment of State as having returned, or been brought, from a foreign
country to the United States because of the destitution of the citizen
of the United States or the illness of such citizen or any of his depend-
ents or because of war, threat of war, Lnvasion, or similar crisis, and
(B) are without available resources.

(2) Except in such cases or classes of cases as are set forth in regu-
lations of the Secretary, provision shall be made for reimbursement
to the United States by the recipients of the temporary assistance to
cover the cost thereof.

(8) The Secretary may provide assistance under paragraph (1)
directly or through utilization of the services and facilities of appro.
priate public or private agencies and organizations, in accordance
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with argeements providing for payment, in advance or by way of
reimbursement, as may be determined by the Secretary, of the cost
thereof. Such cost shall be determined by such statistical, sampling,
or other method as may be provided In the agreement.

(b) The Secretary is authorized to develop plans and make ar-
rangements for provision of temporary assistance within the United
States to individuals specified in subsection (a) (1). Such plans shall
be developed and such arrangements shall be made after consultation
with the Secretary of State, the Attorney General, and the Secretary
of Defense. To the extent feasible, assistance provided under sub-
section (a) shall be provided in accordance with the plans developed
pursuant to this subsection, as modified from time to time by the
Secretary.

(c) For purposes of this section, the term "temporary assistance"
means money payments, medical care, temporary billeting, transporta-
tion, and other goods and services necessary for the health or welfare
of individuals (including guidance, counseling, and other welfare
services) furnished to them within the United States upon their ar-
rival in the United States and for such period after their arrival, not
exceeding ninety days, as may be provided In regulations of the Secre-
tary; except that assistance under this section may be furnished beyond
such ninety-day period in the case of any citizen or dependent upon a
finding by the Secretary that the circumstances involved necessitate or
justify the furnishing of assistance beyond such period in that par-
ticular case.

(d) The total amount of temporary assistance provided under this
section shall not exceed-

(1) $8,000,000 during the fiscal years ending June 80, 1975,
and June 30, 1976, and the succeeding calendar quarter, or

(2) $3M0,000 during any fiscal year beginning on or after
October 1, 1976,1

Appointment of Advisory Council and Other Advisory Groups

Sec. 1114. (a) The Secretary shall, during 1964, appoint an Ad-
visory Council on Public Welfare for the purpose of reviewing the
administration of the public assistance and child welfare services pro-
grams for which funds are appropriated pursuant to this Act and
making recommendations for improvement of such administration,
and reviewing the status of and making recommendations with respect
to the public assistance programs for which funds are so appropriated,
especially in relation to the old-age, survivors, and disability insur-

Snectton 1113 was amended by Puble Law 94-44.
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ance program, with respect to the fiscal capacities of the States and
the Federal Government, and with respect to any other matters bear.
ing on the amount and proportion of the Federal and State shares in
the public assistance and child welfare services program&

(b) The Council shall be appointed by the Secretary without regard
to the provisions of title 5, United States Code, governing appoint-
ments in the competitive service and shall consist of twelve persons
who shall, to the extent possible, be representatives of employers and
employees in equal numbers, representatives of State or Federal agen-
cies concerned with the administration or financing of the public
assistance and child welfare services programs, representatives of non.
profit private organizations concerned with social welfare programs,
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other persons with special knowledge, experience, or qualilcations
with respect to such programs, and members of the public,

(o) The Council is authorized to engage such technical asistace
as may be required to carry out its functions, and the Secretary shall,
in addition, make available to the Council such secretarial, clerical,
and other assistance and such pertinent data prepared by the Depart-
ment of Health, Education, and Welfare as it may require to carry
out such functions.

(d) The Council shall make a report of its findings and recom-
mendations (including recommendations for changes in the provisions
of the Social Security Act) to the Secretary, such report to be sub-mitted not later than July 1, 1966, after which date such Council
shall cease to exist.

(e) The Secretary shall also from time to time thereafter appoint an
Advisory Council on Public Welfare, with the same functions and
constituted in the same manner as prescribed for the Advisory Coun-
cil in the preceding subsections of this section. Each Council so ap-
pointed shall report its findings and recommendations, as prescribed
in subsection (d), not later than July I of the second year after the
year in which it is appointed, after which date such Council shall cease
to exist.

(f) The Secretary may also appoint, without regard to the provi-
sions of title 5, United States Code, governing appointments in the
competitive service, such advisory committees as he may deem ad-
visable to advise and consult with him in carrying out any of his func-
tions under this Act. The Secretary shall report to the Congress an-
nually on the number of such committees and on the membership and
activities of each such committee.

(g) Members of the Council or of any advisory committee appointed
under this section who are not regular full-time employees of the
United States shall, while serving on business of the Council or any
such committee be entitled to receive compensation at rates fixed by
the Secretary, but not exceeding $75 per day, including travel time;
and while so serving away from their homes or regular places of busi-
ness, they may be allowed travel expenses, including per diem in lieu
of subsistence, as authorized by section 5708 of title 5, United States
Code for persons in Government service employed intermittently.

(h) (1) Any member of the Council or any advisory committee
appointed under this Act, who is not a regmilar full-time employee of
the United States, is hereby exempted, with respect to such appoint-
ment, from the operation of sections 281, 288, and 1914 of title 18 of
the United States Code, and section 190 of the Revised Statutes (0
U.S.C. 99), except as otherwise specified in paragraph (2) of this
subsection.
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(8) The exemption granted by paragraph (1) shall not extend--
(A) to the receipt or payment of salary In connection with

the appointee's Government service from any source other than
the employer of the appointee at the time of his appointment, or

(B) during the period of such appointment, to the prosecu-
tion or participation in the prosecution, by any person so ap-
pointed, of any claim against the Government involving any
matter with which such person, during such period, is or was
directly connected by reason of such appointment.

Demonstration Projects

Sec, 1115. In the case of any experimental, pilot, or demonstration
project which, in the judgment of the Secretary, is likely to assist in
promoting the objectives of title I, VI, X, XIV, XVI, XIX, or XX,
or part A of title IV, in a State or States-

(a) the Secretary may waive compliance with any of the re-
quirements of section 2,402,602,1002,1402,1602,19021,22,2 08,
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

(b) costs of such project which would not otherwise be in-
cluded as expenditures under section 8, 408, 608,1008, 1408, 1608,
1908, or 2002, as the case may be, and which are not included as
part of the costs of projects under section 1110, hall, to the extent
and for the period prescribed by the Secretary, be regarded as
expenditures under the State plan or plans approved under such
title, or for administration of such State plan or plans, or expendi-
tures with respect to which payment shall be made under section
2002, as may be appropriate.

In addition, not to exceed $4,000,000 of the aggregate amount appro-
priated for payments to States under such titles for any fiscal year
beginning after June 80, 1967, shall be available, under such terms
and conditions as the Secretary may establish, for payments to States
to cover so much of the cost of such project as is not covered by pay-
ments under such titles and is not included as part of the cost of
projects for purposes of section 1110.

Administrative and Judicial Review of Certain Administrative
Determinations

Sec. 1116. (a) (1) Whenever a State plan is submitted to the Sec-
retary by a State for approval under title I, VI, X, XIV, XVI, XIX,
or XX, or part A of title IV, he shall not later than 90 days after the
date the plan is submitted to him, make a determination as to whether
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it conforms to the requirements for approval under such title. The 90.
day period provided herein may be extended by written agreement of
the Secretary and the affected Sta

(9) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 days
after it has been notified of such determination, file a petition with the

SSecretary for reconsideration of the issue of whether such plan con.
forms to the requirements for approval under such title. Within 80
days after receipt of such a petition, the Secretary shall notify the
State of the time and place at which a hearing will be held for the
purpose of reconsidering such issue. Such hearing shall be held not
less than 20 days nor more than 60 days after the date notice of such
hearing is furnished to such State, unless the Secretary and such
State agree in writing to holding the hearing at another time. The
Secretary shall affirm, modify, or reverse his original determination
within 60 days of the conclusion of the hearing.

(8) Any State which is dissatisfied with a final determination made
by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4, 404, 604,1004,1404,1604,1904, or 2008
may, within 60 days after it has been notified of such determination, file
with the United States court of appeals for the circuit in which such
State is located a petition for review of such determination. A copy of
the petition shall be forthwith transmitted by the clerk of the court to
the Secretary. The Secretary thereupon shall file in the court the rec-
ord of the proceedings on which he based his determination as pro.
vided in section 2112 of title 28, United States Code.

(4) The findings of fact by the Secretary, if supported by substan-
tial evidence, shall be conclusive; but the court, for good cause shown,
may remand the case to the Secretary to take further evidence, and the
Secretary may thereupon make new or modified findings of fact and
may modify his previous action, and shall certify to the court the tran-
script and record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substantial
evidence,

(5) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, In whole or in part. The Judgment of the
court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.

(b) For the purposes of subsection (a), any amendment of a State
plan approved under title I, VI, X, XIV, XVI, XIX, or XX, or Part
A of title IV, may, at the option of the State, be treated as tko huub-
mission of a new State plan.
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(o)- Ad prsuant to an initial determination of the Secmtary
described In subsection (a) shall not be stayed pending reconsidem-
tion, but in the event that the Secretary subsequently determines that
his initial determination was incorrect he shall certify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

(d) Whenever the Secretary determines that any item or class of
items on account of which Federal financial participation is claimed
under title I, VI, X, XIV, XVI, XIX, XX, or part A of title IV, shall
be disallowed for such participation, the State shall be entitled to and
upon request shall receive a reconsideration of the disallowance.

See. 1117. [Repealed.]

Alternative Federal Payment With Respect to Public
Assistance Expenditiaeia

Sec. 1118. In the case of any State which has in effect a plan ap.
proved under title X[X for any calendar quarter, the total of the
payments to which such State is entitled for such quarter, and for each
succeeding quarter in the same fiscal year (which for purposes of this
secton means the 4 calendar quarters ending with June 80), under
paragraphs (1) and (2) of sections 8(a), 408(a), 1008(a), 1408(a),
and 1608(a) shall, at the option of the State, be determined by appli-
cation of the Federal medical assistance percentage (as defined by sec.
tion 1905), instead of the percentages provided under each such sec-
tion, to the expenditures under its State plans approved under titles
I, X, XIV, and XVI, and part A of title IV, which would be in-
cluded in determining the amounts of the Federal payments to which
such State is entitled under such sections, but without regard to any
maximum on the dollar amounts per recipient which may be counted
under such sections.

Federal Participation in Payments for Repairs to Home Owned
by Recipient of Aid or Assistance

See. 1119. In the case of an expenditure for repairing the home
owned by an individual who is receiving aid or assistance, other than
medical assistance to the aged uider a State plan approved under
title I, X, XIV, or XVI, or part A of title IV if-

(1) the State agency or local agency administering the plan
approved under such title has made a finding (prior to making
such expenditure) that (A) such home is so defective that con-
tinued occupancy is unwarranted, (B) unless repairs are made to
such home, rental quarters will be necessary for such individual,
and (C) the cost of rental quarters to take care of the needs of
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such individual (including his spouse living with him in such
home and any other individual whose needs were taken into ac.
count in determining the need of such individual) would exceed
(over such time as the Secretary may specify) the cost of repairs
needed to make such home habitable together with other costs
attributable to continued occupancy of such home, and

(3) no such expenditures were made for repairing such home
pursuant to any prior finding under this section,

the amount paid to any such State for any quarter under section 8(a),
408(a), 1008(a), 1403(a), or 1608(a) shall be increased by 50 per
centum of sucb expenditures, except that the excess above $0 ex.
pended with respect to any one home shall not be included in deter.
mnnsuch expenditures.

Approval of Certain Projects
Sec. 1120. (a) No payment shall be made under this Act with

respect to any experimental, pilot, demonstration, or other project
all or any part of which is wholly financed with Federal funds made
available under this Act (without any State, local, or other non-
Federal financial participation) unless such project shall have been
personally approved by the Secretary or Under Secretary of Health,
Education, and Welfare.

(b) As soon as possible after the approval of any project under
subsection (a), the Secretary shall submit to the Congres a descrip.
tion of such project including a statement of its purpose, probable
cost, and expected duration.

Sec. 1121. [Repealed.]

Limitation on Federal Participation for Capital Expenditures,1

Seco 1122. (a) The purpose of this section is to assure that Federal
funds appropriated under title V, XVIII, and XIX are not used to
support unnecessary capital expenditures made by or on behalf of

I P.L 92-408, sec. 121(a), added see. 1122. Applicable only to a capital expenditure the
obligation for which Is Incurred by or on behalf of a health care facility or health mainteo
Dance organizations subsequent to whichever of the following Is earlier: (A) December 81,
1972. or (a) with respect to any State or any part thereof specified by such State, the last
day of the calendar quarter in which the State requests that the amendment made by sub-
section (a) of this section apply In such State or such part thereof.

PML 92-608, see. 221(d), provides:
"In the ease of a health care facility providing health care services as of December 18,

1970, which on such date to committed to a formal plan of expansion or replacement, the
amendments made by the preceding provisions of this section shell not apply with respect
to such expenditures as may be made or obligations Incurred for capital Items Included in
such plan where preliminary expenditures toward the plan of expansion or replacement (in-
cluding payments for studies, surveys, designs, plans, working drawings, specifications,
and site acquisition, essential to the acquisition, improvement, expansion, or replacement
of the health care facility or equipment concerned) of $100,000 or more, had been made
during the three-yar period ended Decamber 1?. 197O."

44-251; 44-534 0 - 1S - 21
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health care facilities or health maintenance, organizations which are
reimbursed under any of such titles and that, to the extent possible,
reimbursement under such titles shall support planning activities with
respect to health services and facilities in the various States.

(b) The Secretary, after consultation with the Governor (or other
chief executive officer) and with appropriate local public officials, shall

. maim an agreement with any State which is able and willing to do
so under which a designated planning agency (which shall be an
agency described in clause (ii) of subsection (d) (1) (B) that has a
governing body or advisory board at least half of whose members
represent consumer interests) will--

(1) mak% and submit to the Secretary together with such sup-
porting materials as he may find necessary, findings and recom-
mendations with respect to capital expenditures proposed by or
on -behalf of any health care facility or health maintenance
orgaization in such State within the field of its responsibilities.

(2) receive from other agencies described in clause (ii) of
bs1eton (d) (1) (B), and submit to the Secretary together with

such supporting material as he may find necessary, the findings
and recommendations of such other agencies with respect to
capital expenditures proposed by or on behalf of health care
facilities or health maintenance organizations in such State within
the fields of their respective responsibilities, and

(8) establish and maintain procedures pursuant to which a
person proposing any such capital expenditure may appeal a
recommendation by the designated agency and will be granted
an opportunity for a fair hearing by such agency or person other
than the designated agency as the Governor (or other chief execu-
tive officer) may designate to hold such hearings,

whenever and to the extent that the findings of such designated agency
or any such other agency indicate that any such expenditure is not
consistent with the standards, criteria, or plans developed pursuant
to the Public Health Service Act (or the Mental Retardation Facil-

Sities and Community Mental Health Centers Construction Act of
1968) to meet the need for adequate health care facilities in the area
covered by the plan or plans so developed.

(c) The Secretary shall pay any such State from the Federal
Hospital Insuace Trust Fund, in advance or by way of reimburse-
ment as may be provided in the agreement with it (and may make
adjustments in such payments on account of overpayments or under-
payments previously made), for the reasonable cost of performing the
functions specified in subsection (b).

(d) (1) Except as provided in paragraph (2), if the Secretary deter-
mines that,-
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(A) neither the planning agency designated in the agreement
described in subsection (b) nor an agency described in clause (ii)
of subparagraph (B) of this paragraph had been given notice
of any proposed capital expenditure (in accordance with such
procedure or in -such detail as may be required by such agency)
at least 60 days prior to obligation for such expenditure; or

(B) (i) the planning agency so designated or an agency so
described had received such timely notice of the intention to make
such capital expenditure and had, within a reasonable period
after receiving such notice and prior to obligation for such ex-
penditure, notified the person proposing such expenditure that
the expenditure would not be in conformity with the standards,
criteria, or plans developed by such agency or any other agency
described in clause (ii) for adequate health care facilities in such
State or in the area for which such other agency has responsibility,
and

(ii) the planning Agency so designated had, prior to submit-
ting tO the Secretary the findings referred to in subsection (b)-

(I) consulted with, and taken into consideration the find-
ings and recommendations of, the State planning agencies
established pursuant to sections 814(a) and 604(a) of the
Public Health Service Act (to the extent that either such
agency is not the agency so designated) as well as the public
or nonprofit private agency or organization responsible for
the comprehensive regional, metropolitan area, or other local
area plan or plans referred to in section 814(b) of the Public
Health Service Act and covering the area in which the health
care facility or health maintenance organization proposing
such capital expenditure is located (where such agency. is not
the agency designated in the agreement), or, if there is no
such agency, such other public or nonprofit private agency
or organization (if any) as performs, as determined in accord-
ance with criteria included in regulations, similar functions,
and

(1I) granted to the person proposing such capital expend-
iture an opportunity for a fair hearing with respect to such
findings;

then, for such period as he finds necessary in any case to effectuate the
purpose of this section, he shall, in determining the Federal payments
to be made under titles, V, XVIII, and XIX with respect to services
furnished in the health care facility for which such capital expendi-
ture is made, not include any amount which is attributable to deprecia-
tion, interest on borrowed funds, a return on equity capital (in the case
of proprietary facilities), or other expenses related to such capital
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~With respect to any organizaton which is reimbursed
on a per capita or a fixed fee or negotiated rate basis, in determining
the Federal payments to be made under titles V, XVIII, and I the
Secretary shall exclude an amount which in his judgment is a reason.
able equivalent to the amount which would otherwise be excluded under
this susction if payment were to be made on other than a per capita
ora fixed fee or negotiaterate basis.

(2) If the Secretary, after submitting the matters involved to the
advisory council established or designated under subsection (i), de-
termines that an exclusion of expenses related to any capital expendi-
ture of any health care facility or health maintenance organization
would discourage the operation or expansion of such facility or
organization, or of any facility of such organization, which has
demonstrad to his satishfaon proof of capability to provide compre-
hensve health care services (including institutional services) eA-
cieutly, effectively, and economically, or would otherwise be incon-
sistent with the effective organization and delivery of health services
or the effective administration of title V, XVIII, or XIX, he shall
not exclude such expenses pursuant to paragraph (1).

(e) Where a person obtains under lease or comparable arrangement
any facility or part thereof, or equipment for a facility, which would
have been subject to an exclusion under subsection (d) if the person
had acquired it by purchased the Secretary shall (1) in computing
such person's rental expense in determining the Federal payments
to be made under titles V, XVIII, and XIX with respect to services
furnished in such facility, deduct the amount which in bis judgment
is a reasonable equivalent of the amount that would have been excluded
if the person had acquired such facility or such equipment by purchase,
and (2) in computing such person's return on equity capital deduct
any amount deposited under the terms of the lease or comparable
arrangement.

(f) Any person dissatisfied with a determination by the Secretary
under this section may within six months following notification of such
determination request the Secretary to reconsider such determination.
A determination by the Secretary under this section shall not be
subject to administrative or judicial review.

(g) For the purposes of this section, a "capital expenditure" is an
expenditure which; under generally accepted accounting principles,
is aot properly chargeable as an expense of operation and mainte-
nance and which (1) exceeds $100,00, (2) changes the bed capacity of
the facility with respect to which such expenditure is made, or (8)
substantially changes the services of the facility with respect to which
such expenditure is made. For purposes of clause (1) of the preceding
sentence, the cost of the studies, surveys, designs, plans, working
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drawing specifications, and other activities essential to the acquisi.
tion, improvement, expansion, or replacement of the plant and equip-
ment with respect to which such expenditure is made shall be in*
cluded in determining whether such expenditure exceeds $100,000.
(h) The provisions of this section shall not apply to Christian

Science sanatoriums operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Mamachusetts.

(i) (1) The Secretary shall establish a national advisory council,
or designate an appropriate existing national advisory council, to
advise and amist him in the preparation of general regulations to carry
out the purposes of this section and on policy matters arising in the
administration of this section, including the coordination of activities
under this section with those under other parts of this Act or under
other Federal or federally assisted health programs.

(2) The Secretary shall make appropriate provision for consulta.
tion between and coordination of the work of the advisory council
established or designated under paragraph (1) and the Federal Hoe*
pital Council, the National Advisory Health Council, the Health
Insurance Benefits Advisory Council, and other appropriate national
advisory councils with respect to matters bearing on the purposes and
administration of this section and the coordination of activities under
this section with related Federal health programs.

(8) If an advisory council is established by the Secretary under
paragraph (1), it shall be composed of members who are not otherwise
in the regular full-time employ of the United States, and who shall
be appointed by the Secretary without regard to the civil service laws
from among leaders in the fields of the fundamental sciences, the med&
ical sciences, and the organization, delivery, and financing of health
care, and persons who are State or local officials or are active in com-
munity affairs or public or civic affairs or who are representative of
minority groups. Members of such advisory council, while attending
meetings of the council or otherwise serving on business of the council,
shall be entitled to receive compensation at rates fixed by the Secretary,
but not exceeding the maximum rate specified at the time of such serv-
ice for grade GS-18 in section 5382 of title 5, United States Code,
including traveltime, and while away from their homes or regular
places of business they may also be allowed travel expenses, including
per diem in lieu of subsistence, as authorized by section 6708 (b) of such
title 5 for persons in the Government service employed intermittently.

Program for Determining Qualifications for Certain Health Care
Personnel

See. 1123. (a) The Secretary, in carrying out his functions relat-
ing to the qualifications for health care personnel under title XVIII,
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shall develop (in consutation with appropriate professional health
organization and Statshealth and licensur. agencies) and conduct (in
conjunction with State health and licensure agencies) until Decem-
bow 81, 1977, a program died" to determine the proficiency of
Individuals (who do not otherwise meet the formal educational,
professional mb p or other specific criteria established for

or detrmining the qualifications of practical nurses therapists, labors-
tory technicians, and th ogits, and cytotechnologists, X-ray tech.
nicians, psychiatric technicians, or other health ar nicians and
technologists) to perform the duties and fmcions of practical nurses,
therapists, laboratory technologists, and cytotechnologists,
X-ray technicians, psychiatric technicians, or other health care tech.
nicians and technologist& Such program shall include (but not be
limited to) the employment of procedures for the formal testing of the
proficiency of individual. In the conduct of such program, no indivi.
dual who. otherwise meets the proficiency requirements for any health
care specialty shall be denied a satisfactory proficiency rating solely
because of his failure to meet formal educated or professional mem-
bership requirements.

(b) If any individual has been determined, under the program
established pursuant to subsection (a), to be qualified to perform the
duties and functions of any health care specialty, no person or pro.
vider utilizing the services of such individual to perform such duties
and functions shall be denied payment, under title XVIII or under
any State plan approved under title XIX, for any health care services
provided by such person on, the grounds that such individual is not
qualified to perform such duties and functions

Sec 11306 [Repealed]
Notification of Social kecurlty Chlmant With Respect to Deferred

Vsted Benefits
Se 11. (a) Whenever-

(1) the Secretary makes a finding of fact and a decision as to-
(A) the entitlement of any individual to monthly benefits

under section 02, 228, or 228,
(B) the entitlement of any individual to a lump-sum

death payment payable under section 202(1) on account of
the death of any person to whom such individual is related
by blood, marriage; or adoption, or

(0) the entitlement, under section 226 of any individual
to hospital insurance benefits under part A of title XVIII, or

(2) the Secretary is requested to do so.-



(A) by any individual with respect to whom the Seem-
tary holds information obtained under section 6057 of the
Internal Revenue Code of 1954, or

(B) in the caseof the death of the individual referred
to in subparagraph (A), by the individual who would be
entitled to payment under section 90t(d) of this Act,

he shall transmit to the individual referred to in paragraph (1)
or the individual making the request under paragraph (2) any
information, as reported by the employer, regarding any deferred
vested benefit transmitted to the Secretary pursuant to such sec-
tion 6057 with respect to the individual referred to in paragraph
(1) or (2) (A) or the person on whose wages and self-employment
income entitlement (or claim of entitlement) is based.

(b)(1) For purposes of section 201(g) (1), expenses incurred in
the administration of subsection (a) shall be deemed to be expenses
incurred for the administration of title IL

(2) There are hereby authorized to be appropriated to the Federal
Old-Age and Survivors Insurance Trust Fund for each fiscal year
(commencing with the fiscal year ending June I0; 1974) such sums
as the Secretary deems necessary on account of additional adminis-
tmtive expenses resulting from the enactment of the provisions of sub-
section (a).

Part B-Professional Standards Review

Declaration of Purpose

Sec. 1151. In order to promote the effective, efficient, and economi-
cal delivery of health care services of proper quality for which pay.
meant may be made (in whole or in part) under this Act and in
recognition, of the interests of patients, the public, practitioners, and
providers in improved health care services, it is the purpose of this
part to assure, through the application of suitable procedures of pro.
fessional standards review, that the services for which payment may

o be made under the Social Security Act will conform to appropriate
professional standards, for the provision of health care and that pay-
ment for such services will be made-

(1) only when, and to the extent, medically necessary, as
determined in the exercise of reasonable limits of professional
discretion; and

(2) in the case of services provided by a hospital or other
health care facility on an inpatient basis, only when and for such
period as such services cannot, consistent with professionally
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reIogniehealth care standards, fectively be provided on an
outpatient or more economically in an inpaent h thc
facility of a different type, s dermined in the exercise of rea-
muobe limits of profesionl dse %

Designation of Professional Standards Review Orioninaons

Sec. 1152. (a) The Secretary shall (1) not later than January 1,
1974, establish throughout the United States appropriate areas with
respect to which Professional Standards Review Organizations may
be designated, and (B) at the earliest practicable date after designation
of an are enter Into an agreement with a qualified organization
whereby such an organization shall be conditionally designated as
the Professional Standas- Review Orgization for such aream If, on
the barn of its performance during such period of conditional desig-
nation, the Secretary determines that such organization is capable of
fulfilling, in a satisfactory manner, the obligations and requirements
for a Professional Standards Review Organization under this part,
he shall enter into an agreement with such organization designating
it as the Professional Standards Review Organization for such area.

(b) For purposes of subsection (a), the term "qualified organiza-
tion" means-

(1) when used in connection with any area-
(A) an organization (1) which is a nonprofit professional

association (or a component organization thereof), (ii) which
is composed of licensed doctors of, medicine or osteopathy
engaged in the practice of medicine or surgery in such area,
(ili) the membership of which includes a substantial propor-
tion of all such physicians in such area, (iv) which is orga-
nized in % manner which makes available professional com-
petence to review health care services of the types and kinds
with respect to which Professional Standards Review Orga.
nizations have review responsibilities under this par4 (v) the
membership of which is voluntary and open to all doctors of
medicine or osteopathy licensed to engage in the practice of
medicine or surgery In such area without requirement of
membership in or payment of dues to any organized medical
society or association, and (vi) which does not restrict the
eligibility of any member for service as an ofilc•r of the Pro-
fessional Standards Review Organization or eligibility for
and assignment to duties of such Professional Standards Re-
view Organization, or, subject to subsection (c) (i),
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(B) such other public, nonprofit private, or other agency

or organization, which the Secretary determines, in accord-
amce with criteria prescribed by him in regulations, to be of
professional competence and otherwise suitable; and

(2) an organization which the Secretary, on the basis of his
examination and evaluation of a formal plan submitted to him by
the association, agency, or organization (as well as on the basis
of other relevant dat" and information), finds to be willing to
perform and capable of performing, in an effective, timely, and
objective manner and at reasonable cost, the duties functions, and
activities of a Professional Standards Review Org=vnsat•• re
quired by or pursuant to this part.

(o) (1)'The Secretary shall not enter into any agreement under this
part under which there is designated as the Professional Standards
Review Organization for any area any organization other than an
organization referred to in subsection (b) (1) (A) prior to January
1, 1976, nor after such date, unless, in such area, there is no organiza-
tion referred to in subsection (b) (1) (A) which meets the conditions
specified in subsection (b) (2).

(2) Whenever the Secretary shall have entered into an agreement
under this part under which there is designated as the Professional
Standards Review Organization for any area any organization other
than an organization referred to in subsection (b) (1) (A), he shall not
renew such agreements with such organization if he determines that-.

(A) there is in such area an organization referred to in sub.
section (b) (1) (A) which (i) has not been previously designated
as a Professional Standards Review Organization, and (ii) is
willing to enter into an agreement under this part under which
such organization would be designated u the Professional Stand-
ards Review Organization for such area;

(B) such organization meets the conditions specified in sub.
section (b) (2); and

(C) the designation of such organization as the Professional
Standards Review Organization for such area is anticipated to
result in substantial improvement in the performance in such
area of the duties and functions required of such organizations
under this part.

(d) Any such .agreement under this part with an organization
(other than an agreement established pursuant to section 1154) shall
be for a term of 12 months; except that, prior to the expiration of
such term such agreement may be terminated-
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(1) by th a or - at such time and upon suchno "tc
to the Secretary as may be prescribed in regulations (except that
notice of more than 8 months may not be required) ; or

(9) by the Secretary at such time and upon suchreasonable
notice to the organization as may be prescribed in regulations,
but only after the Secretary has determine& (after providing
such organization with an opportunity for a formal hearing on
the matter) that such organization is not substantially complying
with or effectively carrying out the provisions of such agreement.

(e) In order to avoid duplication of functions and unneeary
review and control activities, the Secretary is authorized to waive any
or all of the review, certification, or similar activities otherwise re-
quired under or pursuant to any provision of this Act (other than
this part) where he finds, on the basis of substantial evidence of the
effective performance of review and control activities by Professional
Standards Review Organizations, that the review, certification, and
similar activities otherwise so required are not needed for the pro
vision of adequate review and control.

If) (1) In the case of agreements entered into prior to January 1,
1976, under this part under which any organization is designated as
the Profemional Standards Review Organization for any area, the
Secretary shall, prior to entering into any such agreement with anyorganization for any area, inform (under regulations of the Secretary)
the doctors of medicine or osteopathy who are in active practice in
such area, of the Secretar's intention to enter into such an agromnt
with ouch orpnization.

($) If, within a reasonable period of time following the serving of
such notice, more than 10 per centum of such doctors object to the
Secretary's entering into such an agreement with such organization
on the ground that such organization is not representative of doctors
in such area, the Secreta shall conduct a poll of such doctors to deter-
mine whether or not such orgnization is representative of such doctors
in such area. If more than 50 per centum of the doctors responding to
such poll indicate that such organization is not representative of such
doctors in such arem the Secretary shall not enter into such an agree-
mert with such orgization.

Review Pending Designation of Professional Standards Review
Organization

Sec. 1153. Pending the assumption by a Professional Standards
Review Organization for any area, of full review responsibility, and
pending a demonstration of capacity for improved review effort with
respect to matters involving the provision of health care services in
such area for which payment (in whole or in part) may be made, under
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this Act, any review with respect to such services which has not boo
dei ted by th Secretary as the full responsibility of such orgaia
tion, shall be reviewed in tie manner otherwise provided for under

Trial Period for Professional Standards Review Organizations

See. 1154. (a) The Secretary shall initially designate an organize.
tion as a Professional Standards Review Organization for any area
on a conditional basis with a view to determining the capacity of such
organization to perform the duties and functions Imposed under this
part on Professional Standards Review Organizations Such designa-
tion may not be made prior to receipt from such organization and
approval by the Secretary of a formal plan for the orderly assump-
tion and implementation of the responsibilities of the Professional
Standards Review Organization under this part.

(b) During any such trial period (which may not exceed 24
months), the Secretary may require a Professional Standards Review
Organization to perform only such of the duties and functions re-
quired under this part of Professional Standards Review Organiza-
tion as he determines such organization to be capable of performing.
The number and type of such duties shall, during the trial period, be
progressively increased as the organization becomes capable of added
responsibility so that, by the end of such period, such organization
shall be considered a qualified organization only if the Secretary finds
that it is substantially carrying out in a satisfactory manner, the
activities and functions required of Professional Standards Review
Organizations under this part with respect to the review of health
care services provided or ordered by physicians and other practition-
ers and institutional and other health care facilities, agencies, and or-
ganizations. Any of such duties and functions not performed by such
organization during such period shall be performed in the manner and
to the extent otherwise provided for under law.

(c) Any agreement under which any organization is conditionally
designated as the Professional Standards Review Organization for
any area may be terminated by such organization upon 90 days notice
to the Secretary or by the Secretary upon 90 days notice to such
organization.

Dutks and Functions of Professional Standards Review
Organizations

See. 165. (a) (1) Notwithstanding any other provision of law, but
consistent with the provisions of this part, it shall (subject to the pro-
visions of subsection (g)) be the duty and function of each Profes-

SCll~k



sBc ti(a) m
slonal Stanrds Review Organization for any area to ssume, at the
earliest date practicable, responsibility for the review of the profm.
alonal activities in such area of physicians and other health care prao-
titioners and Institutional and noninstitutional providers of health
care services in the provision of health canr services and items for
which payment may be made (in whole or In part) under this Act for

~the purpose of determining whether-
(A) such services and items are or were medically necessary;
(B) the quality of such services meets profesionally recog-

nized standards of health care; and
(C) in case such services and items are proposed to be pro-

ided in a hospital or other health care facility on an inpatient
bau* such services and items could, consistent with the provision
of appropriate medical care, be effectively provided on an out.
patient basic or more 'economically In an inpatient health care
facility of a different type.

(9) Each Profesona! Standards Review Organization shall have
the authority to determine, in advance, in the case of-

* (A) any elective admission to a hospital, or'other health care
fuility, or

(B) any other health care service which will coani of
extended or costly courses of treatment,

whether such service, if provided, or if provided by a particular health
care practitioner or by a particular hospital or other health care
facility, orgaization or agency, would meet the criteria specified in
clauses (A) and (0) of paragraph (1).

(8) Each Professional Standards Review Organization shall, in
accordance with regulations of the Secretary, determine and publish,
from time to time, the types and kinds of cases (whether by type of
health care or diagnosis involved, or whether in terms of other rele.
vant criteria relating to the provision of health care services) with
respect to which such organization will, in order most effectively to
carry out the purposes of this part, exercise the authority conferred

Upon it under paragraph (2).
(4) Each Professional Standards Review Organization shall be

responsible for the arranging for the maintenance of and the regular
review of profiles of care and services received and provided with
respect to patients, utilizing to the greatest extent practicable in such
patient proles, methods of odingwhich will provide maximum con-fidentiality as to patient identity and assure objective evaluation con.
sistent with the purposes of this parC Profiles shall also be regularly
reviewe& on an ongoing basis with respect to each health care prac-
titionerq and provider to determine whether the care and services
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ordered or rendered ar consistent with the criteria specifed in luses
(A), (B),and (0) of paragraph (1).

(5) Physicians assigned responsibility for the review of hospital
care may be only those having active hospital staff privileges in at
least one of the participating hospitals in the area served by the Pro.
fessional Standards Review Organization and (except as may be other-
wise provided under subsecton (e) (1) of this section) such physicians
ordinarily should not be responsible for, but may participate in thereview of carn and services provided in any hospital in which such
physicians have active staff privileges

(8) No physician shall be permitted to review-
(A) health care services provided to a patient if he was di.

rectly or indirectly involved in providing such services, or
(B) health care services provided in or by an institution, or.

ganiation, or agency, if he or any member of his family has
directly or indirectly, any financial interest in such institution,
organization, or agency.

For purposes of this paragraph, a physician's family includes only his
spouse (other than a spouse who is legally separated from him under
a decree of divorce or separate maintenance), children (including
legally adopted children), grandchildren, parents, and grandparent&

(b) To the extent necessary or appropriate for the proper perform-
ance of its duties and functions, the Professional Standards Review
Organization serving any area is authorized in accordance with regu-
lations prescribed by the Secretary to-

(1), make arrangements to utilize the services of persona who
are practitioners of or specialists in the various areas of medicine
(including dentistry), or other types of health care, which persons
shall, to the maximum extent practicable, be individuals engaged
in the practice of their profession within the area served by such
organization;

(2) undertake such professional inquiry either before or after,
or both before and after, the provision of services with respect to
which such organization has a responsibility for review under
subsection (a) (1)

(8) examine the pertinent records of any practitioner or pro.
vider of health care services providing services with respect to
which such organization has a responsibility for review under
subsection (a) (1); and

(4) inspect the facilities li which care is rendered or services
provided (which are located in such area) of any practitioner or
provider.

(c) No Professional Standards Review Organization shall utilize
the services of any individual who is not a duly licensed 'doctor of
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medicine or osteopathy to make inal derminAtions in accordance
with its duties and functions under this part with respect to the pro-
felonad Conduct of any other duly licensed doctor of medicine or
osteopathy, or any act performed by any duly licensed doctor of
medicine or osteopathy in the exercise of his profession.'

*(d) In order to familiarize physicians with the review functions
- and activities of Professional Standards Riview Organizations and to

promote acceptance of sucA functions and activities by physicians,
patients, sad other persons, each Professional Standards Review
Organizatiou, in carrying out its review responsibilities, shall (to
the maximum extent consistent with the effective and timely perform.
ancm of its duties and functions)-.

(1) encourage all physicians practicing their profession in the
area served by such Organization to participate as reviewers in
the review activities of such Organizations;

(M) provide rotating physician membership of review com-
mittees on an extensive and continuing basis;

(8) asur that memberhip on review committees have the
broadest represntation feasible in terms of the various types of
practice in which physicians engag in the area served by such
Orgamn tion; and

(4) utiliz, whenever appropriate, medical periodicals and sim-
ila publications to publicize the functions and activities of Pro.

sional Standards Review Orpnizations.
(e) (1) Each Professional Standards Review Organization shall

utilize the services of, and accept the findings of, the review com.
mittees of a hospital or other operating health care facility or organ.nization located in the area served by such organization, but only when
and only to the extent and only for such time that such committees in
such hospital or other operating health care facility or organization
have demonstrated to the satisfaction of such organization their ca.
pacity effectively and in timely fashion to review activities in such
hospital or other operating health care facility or organization (in.
eluding the medical necessity of admissions, types and extent of
services ordered, and lengths of day) so as to aid in accomplishing
the purposes and responsibilities described in subsection (a) (I), except
where the Secretary disapproves, for good cause, such acceptance.

(2), The Secretary may prescribe regulations to carry out the pro.
visions of this subsections

(f) (1) An agreement entered into under this part between the
Secretary( and any organization under which such organization is
designated as the Professional Standards Review Organization for
any area shall provide that such organization will--.
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(A) perform such duties and functionsad assume such re-
sponsibilities and comply with such other requirements a may
be required by this part or under regulations of the Secretary pro-
mulgated to carry out the provisions of this part; and

(B) collect such data relevant to its functions nd such infor-
mation and keep and maintain such records in such form as
the Secretary my require to carry out the purposesof this part
and to permit access to and unse of 1ny such records as the Secre-
tary may require for such purposes.

(9) Any such agreement with an organization under this part shall
provide that the Secretary make payments to such organization equal
to the amount of expenses reasonably and necessarily incurred, as
determined by the Secretary, by such organization in carrying out or
preparing to carry out the duties and functions required by such
agreement

(g) Notwithstanding any other provision of this part, the respon-
sibility for review of health care services of any Professional Stand-
ards Review Orgaization shall be the review of health care sorv-
ices provided- by or in institutions, unless such Organization shall
have made a request to the Secretary that it be charged with the duty
and function of reviewing other health care services and the Secretary
shall have approved such request.

Norms of Health Care Services for Various Illnesses or Health
Condition

Se, 1156. (a) Each Professional Standards Review Organization
shall apply professionally developed norms of care, diagnosist and,
treatment based upon typical patterns of practice in its regions (in-
cluding typical lengths-of-stay for institutional care by age and diag-
nosis) as principal points of evaluation and review. The National
Professional Standards Review Council and the Secretary shall pro-
vide such technical assistance to the organization as will be helpful
in utilizing and applying such norms of care, diagnosis, and treatment.
Where the actual norms of care, diagnosis and treatment in a Profes-
sional Standards Review Organization area are significantly different
from professionally developed regional norms of care, diagnosis, and
treatment approved for comparable conditions, the Professional
Standards Review Organization concerned shall be so informed, and
in the event that appropriate consultation and discussion indicate
reasonable basis for usage of other norms in the area concerned, the
Professional Standards Review Organization may apply such norms
in such area as are approved by the National Professional Standards
Review Council.
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(b) Such norms with respe to ..tmemt for particular illeses

or health conditions shall Include (in Accordance with regulations of

(1) the types and extent of the health car services which,
taking into account differing, but acceptal, modesA of zetnWt
and umthods of organizing and delivering cas nre considered
within th6 ranp of appropriate diagosi# and treatment of such
Illness or health co.dltlon• constant with professionally recog.
nised and accepted patterns of care;

(9) the type of health care facility which is considered, con-
sstent with such stands, to be the type in which health care
services which are medically appropriate for such iWness or condi.
tion can most eonomically be provided.

(o) (1) The National Professional Standards Review Council shall
provide for the preparation and distribution, to each Professional
Standards Review Organization and to each other agency or person
performing review functions with respect to the provision of health
cre services under this Act, of appropriate materials indicating the
regional norms to be utilized pursuant to this part. Such data concern-
ing norms shall be reviewed and revised from time to time. The
approval of the National Professional Standards Review Council of
norms of care, d osis, and treatment shall be used on its analysis
of appropriate and adequate data.

(9) Each review organization, agency, or person referred to in
paragraph (1) shall utilize the norms developed under this section as
a principal point of evaluation and review for determining, with re.
spec to any health care services which have been or are proposed to be
provided, whether such care and services are consistent with the cri.
ter specified in scon 1155 (a) (1).

(4) (1) Each Proftxional Standards Review Organization shall-
(A) in acordanc with regulations of the Secretary, specify

the appropriate points in time after the admission of a patient for
inpatient care in a health care institution, at which the physician
attending such patient shall execute a certification stating that
further inpatient cam in such institution will be medically neces-
Oary effectively to meet the health care needs of such patient; and

(B) require that there be included in, any such certification
with respect to any patient such information as may be necessary
to enable sucK organization properly to evaluate the medical
necessity of the further institutional health care recommended by
the physin executing such certification. &

(2) The points in tio at which any such certcation will be
required (usually, not later than the N0th percentile of lengths-of-stay
for patients in similar age groups with similar diagnosis) shall be
consistent with and based on professionally developed norms of care
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and treatment and data developed with respect to length of stay in
health care institutions of patients having various illnss injuries,
or health conditions, and requiring various types of health care swr-
ioes or procedures.

8ubmion of Reports by Professional Standards Review
Orga tlstonsl

Sec. 1157. If, in discharging its duties and functions under this
part, any Professional Standards Review Organization determines
that any health care practitioner or any hospital, or other health care
facility, agency, or organization has violated any of the obligationsimposed by section 1160, such organization shall report the matter to
the Statewide Professional Standards Review Council for the State in
which such organization is located together with the recommendations
of such Organization as to the action which should be taken with
respect to the matter. Any Statewide Professional Standards Review
Council receiving any such report and recommendation shall review
the same and f.-omptly transmit such report aud recommendation to
the Secretary together with any additional comments or recommenda.
tons thereon as it deems appropriate The Secretary may utilize a
Professional Standards Review Organization, in lieu of a program
review team as specified in sections 1862 and 1866, for purposes of sub.
paragraph (C) of section 1862(d) (1) and subparagraph (F) of seo
tion 1866(b) (2).

Requirement of Review Approval as Condition of Payment of
Claims

Sec. 1158. (a) Except as provided for in section 1159, no Federal
funds appropriated under any title of this Act (other than title V)
for the provision of health care services or items shall be used (directly
or indirectly) for the payment, u-ider such title or any program estab-
lished pursuant thereto, of any claim for the provision of such serv-
ices or items, unless the Secretary, pursuant to regulation determines
that the claimant is without fault if-

(1) the provision of such services or items is subject to review
under this part by any Professional Standards Review Orgapiza-
tion, or other agency; and

(2)- such organization or other agency has, in the proper exer-
cise of its duties and functions under or consistent with the pur-
poses of this part, disapproved of the services or items. giving
rise to such claim, and has notified the practitioner or provider
who provided or proposed to provide such services or items and
the individual who would receLve or was proposed to receive such

4-UT5; 46.- 0 - 75 -
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services or items of its disapproval of the provision of such ervy-
ioes or items.

(b) Whenever any Professional Standards Review Orpnization,
in the discharge of its duties and functions as specified by or pursuant
to this part, disapproves of any health car services or items fished
or to be finished by any practitioner or provider, such organz-

~ tion shall, after notifying the practitioner, provider, or other organi-
" nation or agency of its disapproval in accordance with subsection (a,),

promptly notify the agency or orgamizatlon having responsibility for
acting upon claim for payment for or on account of such services or
items

Hearings and Review by Secretary

Sec. 1159. (a) Any beneficiary or recipient who is entitled to ben-
efits under this Act (other than title V) or a provider or practitioner
who is dissatisfied with a determination with respect to a claim made
by a Professional Standards Review Organization in carrying out its
responsibilities for the review of professional activities In accordance
with paragraphs (1) and (2) of section 1155(a) shall, after being
notified of such determination, be entitled to a reconsideration thereof
by the Professional Standards Review Organization and, where the
Professional Standards Review Organization reaffirms such deter.mination in a State which has established a Statewide Professional
Standards Review Council, and where the matter in controversy Is
$100 or more, such determination shall be reviewed by professional
members of such Council and, if the Council so determines, revised.

(b) Where the determination of the Statewide Professional Stand-
ards Review Council is adverse to the beneficiary or recipient (or, in-
the absence of such Council in a State and where the matter in con-
troversy is $100 or more), such beneficiary or recipient shall be entitled
to a hearing thereon by the Secretary to the same extent as is provided
in section 205(b), and, where the amount in controversy is $1,000 or
more, to judicial review of the Secretary's final decision after such
hearing as is provided in section 205(g). The Secretary will render a
decision only after appropriate professional consultation on the
master.

(c) Any review or appeals provided under this section shall ke in
lieu of any review, hearing, or appeal under this Act with respect to
the sam *iIue ........

Obligations of Health Care Practitioners and Providers of Health
Care Services; Sanctions and Penalties; Hearing and Review

Sec. 1160. (a),(1) It shall be the obligation of any health care
practitioner and any other person (including a hospital or other
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hemt ea facity" org, mzstlon, or gN) who provides hath
care services for which payment may be made (in whole or in part)
under this Act, to assure that services or Itms ordered or provided by
such practitioner or person to beneficiaries and recipients under this

~Act-
(A) will be provided only when, and to the extent, medically

necessary; and ... . A
(B) will be of a quality which meets professionally recogn*ised

standards of health care; and
(0) will be supported by evidence of such medical neessity

and quality in such form and fashion and at such time as may
reasonably be required by the Professional Standards Review
Organization in the owcse of its duties and responsibilities;

and it shall be the obligation of may health care practitioner in order*
Ing, authorizing, directing, or arraging for the provision by any
other person (including a hospital or other health care facility, organi-
zation, or agency), of health cam services for any patient of such prac-
titioner,-to exercise his professional responsibility with a view, to,
assuring (to the extent of his influence or control over such patient,
such person, or the provision of such service) that such services or
items will be provided--

(D) only when, and, to the extent, medically neceosry; and
(E) will be of a quality which meets professionally recognized

standard of health care.
(2) Each health cam practitioner, and each hospital or otWer pro-

vider of health care services, shall have an obligation, within reason-
able limits of professional discretion, not to take any action, in the
exercise of his profession (in the case of any health care practitioner),
or in the conduct of its business (in the case of any hospital or other
such-provider), which would authorize any individual to be admitted
as an inpatient in or to Qoiit'ue as an inpatient in any hospital or other
health care facility unless-

(A) inpatient care is determined by such practitioner and by
such hospital or other provider, consistent with professionally
recognized health care standards, to be medically necessary for
the proper care of such individual ; and

(B) (i) the inpatient care required by such individual can-
not, consistent with such standard be provided more economi-
cally in a health care facility of a different type; of

(ii) (in the case of a patient who requires cam which can,
consistent with such standards, be provided more economically
in a health care facility of a different type) there is, in the rea
in which such individualis loaded, no such facility or no such
facility which is available to provide care to such individual at
the time when care is needed by him.
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(b) (1) •f aer remsonable noice and opportunity for discussion
with the practitioner or provider concend any Professional Standv
ards Review Organization submits a report and recommendations to
the Secretary pursuant to section 1157 (which report and recom.
mendatlons shall be submitted through the Statewide Professional
Standard. Review Council, if such Council has been established, which
shall promptly transmit such report and recommendations together
with any additional cmments and recommendations thereon as it
deems appropriate) and if the Secretary determines that such prac-
titioner or provider, in providing health care services over which such
organization lh review responsibility and for which payment (in
whole or In paft) may be made under this Act has-

(A) by failing, In a substantial number of cases, substantially
to comply with any obligation imposed on him under subsection
(a),or

(B) by grossly and flagrantly violating any such obligation
in one or more instances,

demonstrad an unwillingness or a lack of ability substantially to
comply with such obligations, he (in addition to any other sanction
provided under law) may exclude (permanently for such period as
the Secretary may prescribe) such practitioner or provider from eli-
gibility to provide such services on a reimbursable basis

(2) A determination made by the Secretary under this subsection
shall be effective at such time and upon such reasonable notice to the
public and to the person furnishing the services involved as may be
specified in regulations. Such determination shall be effective with
respect to services furnished to an individual on or after the effective
date of such determination (except that in the case of institutional
health care services such determination shall be effective in the manner
provided in title XVIII with respect to terminations of provider
agreements), and shall remain in effect until the Secretary finds and
gives reasonable notice to the public that the basis for such determina-
tion has been removed and that there is reasonable assurance that it
will not recur.

(8) In lieu of the sanction authorized by paragraph (1), the Secre-
tary may require that (as a condition to the continued eligibility of
such practitioner or provider to provide such health care services on
a reimbursable basis) such practitioner or provider pay to the United
States, in case such acts or conduct involved the provision or ordering
by such practitioner or provider of health care services which were
medically improper or unnecessary, azi amount not in excess of the
actual or estimated cost of the medically improper or unnecessary serv-
ices so provided, or (it less) $6,00. Such amount may be deducted
from any sums owing by the United States (or any instrumentality
thereof) to the person from whom such amount is claimed.
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(4) Any person furnishing services described in paragraph (1)
who isdatised with a dtinatonmade by the Secretary under
this subsection shall be entitled to reasnable notice and opportunity
for a hearing thereon by the Secretry to the ame extent as i pro.
vided in section 2O5(b), and td'judicial review of the Secretary's final
decision after such hearing as it provided in section M05(g).

(e) It shall be the duty of each Professional Standards ReviewOrganization and each Statewide Profesoionv. Standards Review.
Council to use such authority or influence it may posses as a profess
sional organization, and to enlist the support of any other professional
or governmental organization having influence or authority over
health care practitioners and any other person (including a hospital
or other health care facility, organization, or agency) providing health
care services in the area served by such review organization, in amu-r
ing that each practitioner or provider (referred to in subsection (a))
providing health care services in such area shall comply with all obli-
gations imposed on him under subsection (a).

Notice to Practitioner or Provider

Seto 1161. Whenever any Professional Standards Review Organi-
zation takes any action or makes any dotermination-

(a) which denies any reqtjest, by a health care practitioner or
other provider of health care services, for approval of a health
care service or item proposed to be ordered or provided by such
practitioner or provider; or

(b) that any such practitioner or provider has violated any
obligation imposed on such practitioner or provider under section
1160,

such organization shall, immediately after taking such action or mak.
ing such determination, give notice to such practitioner or provider of
such determination and the basis therefor, and shall provide him with
appropriate opportunity for dicusion and review of the matter.

o Statewide Professional Standards Review Councils; Advisory
Groups to Such Councils

Sec. 1162. (a) In any State in which there are located three or more
Professional Standards Review Organizations, the Secretary shall
establish a Statewide Professional Standards Review Council.-

(b) The membership of any such Council for any State shall be
appointed by tho Secretary and shall consist of-

(1) one representative from and designated by each Profes
sional Standards Review Organization in the State;

(2) four physicians, two of whom maY be dsignated by the
State medical society and two of whom may be designated by the
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State hospital aoeiatlon of such State to serve as members on
such Pouncil; and

(8) four persons knowledgeable in heath care from such State
whom the Secreta shall have selected a representatives of the
public in such Stato (at least two of whom shall have been recom-
mended for membership on the Council by the Governor of such

00, State).
%& (o) It shall be the duty and function of the Statewide Professional

S!ta&dards Review Council for any State, in accordance with regula-
tions of the Secretary, (1) to coordinate the activities of, and dissemi-
nate information and data among the various Professional Standards
Review Organizations within such State including assisting the Secre-
tary in development of uniform data gathering procedures and operat-
ing procedures applicable to the several areas in a State (including,
where appropriate common data processing operations serving several
or all areas) to assure efficient operation and objective evaluation of
comparative performance of the several areas and, (2) to assist the
Secretary in evaluating the performance of each Professional Stand-
ards Review Organization, and (8) where the Secretary finds it neces-
sary to replace a Professional Standards Review Organization, to
assist him in developing and arranging for a qualified replacement
Professional Standards Review Organization.

(d) The Secretary is authorized to enter into an agreement with
any such Council under which the Secretary shall make payments to
such Council equal to the amount of expenses reasonably and neces-
sarily incurred, as determined by the Secretary, by such Council in
carrying out the duties and functions provided in this section.

(e) (1) The Statewide Professional Standards Review Council for
any State (or in a State which does not have such Council, the Profes-
sional Standards Review Organizations in such State which have'
agreements with the Secretary) shall be advised and assisted in carry-
ing out its functions by an advisory group (of not less than seven nor
more than eleven members) which shall be made up of representatives
of health care practitioners (other than physicians) and hospitals and
other health care facilities which provide within the State health care
services for which payment (in whole or in part) may be made under
any program established by or pursuant to this Act.

(2) The Secretary shall by regulations provide the manner in which
members of such advisory group shall be selected by the Statewide
Professional Standards Review Council (or Professional Standards
Review Organizations in States without such Councils).

(8) The expenses reasonably and necessarily incurred, as deter-
mined by the Secretary, by such group in carrying out its duties and
functions under this subsection shall be considered to be expenses nec-

ON
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wu f1y nurred by the Statewide Profeional Stadrds Review
Council served by such group.

National Professional Standards Reviow Council

Sec. 1163. (a) (1) There shall be established a National Profesional
,• Standards Review Council (hr after In this section referred to

as the "Council") which shall consist of eleven physicians, not other-
wise In the employ of the United States, appointed by the Secretary
without regard to the provisions of title 5, United States Code, govern.
ing appointments in the competitive service.

(9) Members of the Council shall be appointed for a term of three
years and shall be eligible for reappointment.

(8) The Secretary shall from time to time designate one of the
members of the Council to serve as Chairman thermof.

(b) Members of the Council shall consist of physicians of recog-
nized standing and distinction in the appraisal of medical practice.
A majority of such members shall be physicians who have been recom-
mended by the Secretary to serve on the Council by national orga.
nizations recognized by the Secretary as representing practicing
physicians. The membership of the Council shall include physicians
who have been recommended for membership on the Council by con-
umer groups and other health care intwert

(o) The Council is authorized to utilize, and the Secretary shall make
available, or arrange for, such technical and professional consulta.
tive distance as may be required to carry out its funcons, and the
Secretary shall, in addition, make available to the Council such secre-
tarial, clerical and other assistance and such pertinent data prepared
by, for, or otherwise available to, the Department of Health, Educa.
tion, and Welfare as the Council may require to carry out its functions.

(d) Members of the Council, while serving on business of the Coun.
cil, shall be entitled to receive compensation at a rate fixed by the
Secretary (but not in excess of the daily rate paid under 08-18 of
the General Schedule under section 5832 of title 6, United States
Code), including travel time; and while so serving away from their
homes or regular places of business, they may be allowed travel ex.
penses, including per diem in lieu of subsistence, as authorized by
section 5708 of title 5, United States Code, for persons in Government
service employed intermittently.

(e) It shall be the duty of the Council to-
(1) advise the Secretary in the dministration of this part;
(2) provide for the development and distribution, among

Statewide Professional Standards Review Councils and Profes-
sional Standards Review Orgasizations of information and data

W
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which will assist such review councils aud organIstlons in crry.
ing out their duties and functions;

(8) review the operations of Statewide Professional Standards
Review Councils and Professional Stadards Review Organia
tions with a view to determining the effectivenem and compara-
tive -performance of such review councils and organizations in
carrying out the purposes of this part; and

(4) ma or arrange for the making of studies and investi-
tions with a view to developing and recommending to the Secre-
tary and to the Congress measures designed more effectively to
accomplish the purposes and objectives of this part

(f) The National Professional Standards Review Council shall
from time to time, but not less often than annually, submit to the
Secretary and to the Congres a report on its activities and shall in-
clude in such report the findings of its studies and investigations
together with any recommendations it may have with respect to the
more effective accomplishment of the purposes and objectives of this
part. Such report shall also contain comparative data indicating the
results of review activities, conducted pursuant to this part, in each
State and in each of the various are thereof.

Application of This Part to Certain State Programs Receiving
Federal Financial A tce

Sec. 1164. (a) In addition to the requirements imposed by law as a
condition of approval of a State plan approved under any title of
this Act under which health care services are paid for In whole or
part, with Federal funds, there is hereby imposed the requirement
that provisions of this part shall apply to the operation of such plan
or program.

(b) The requirement imposed by subsection (a) with respect to
such State plans approved under this Act shall apply--

(1) in the case of any such plan where legislative action by
the State legislature is not necessary to meet such requirement, on
and after January 1, 1974; and

(2) in the case of any such plan where legislative action by the
State legislature is necessary to meet such requirement, which-
ever of the following is earlier-

(A) on and after July 1, 1974, or
(B) on and after the first day of the calendar month which

first commences more than ninety days after the close of the
first regular session of the legislature of such State which
begins after December 81,1978.
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Correlation of Functions Between ProfeesIonal Standards RU.
view Or tions and Administrative Instrumentalitie

Seoc 110. The Secretary shall by regulations provide for such cor-
relation of activities, such Inter of data and information, and
such other cooperation consistent with economical, e ent, coordi-

,w natod and comprehensive implementation of this part (including, but
~ not limited to, usage of existing mechanical and other data4gathering

capacity) between and among-

(a) (1) agencies and organizations which are parties to agree.
ments entered into pursuant to section 1816, (2) carriers which
are parties to contracts entered into pursuant to section 182,
and (8) any other public or private agency (other than a Profw
sional Standards Review Organization) having review or con-
trol functions, or proved relevant data-gathering procedures and
experience, and

(b) Professional Standards Review Organizations, as may be
necessary or appropriate for the effective administration of title
XVIII, or State plans approved under this Ac&

Prohibition Against Disclosure of Information

Sece 1166. (a) Any data or information acquired by any Profes.
signal Standards Review Organization, in the exercise of its duties
and functions, shall be held in confidence and shall not be disclosed
to any person except (1) to the extent that may be necessary to carry
out the purpose of this part or (2) in such cases and under such cir-
cumstances as the Secretary shall by regulations provide to assure
adequate protection of the rights and interests of patients health
cam practitioners, or providers of health care

(b) It shall be unlawful for any person to disclose any such infor-
mation other than for such purposes, and any person violating the
provisions of this section shall, upon conviction, be fined not more
than $1,000, and Imprisoned for not more than six months, or both,
together with the costs of prosecution.

Limitation on Liability for Persons Providing Information, and
for Members and Employees of Professional Standards Review
Organizations, and for Health Care Practitioners and Providers

Sec 1167. (a) Notwithstanding any other provision bf law, no
person providing information to any Professional Standards Review
Organization shall be held, by rmson of having provided such informa-
tion, to have violated any criminal law, or to be civilly liable under

•
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any law, of the United States or of any State (or political subdivision
thereof) unless-

(1) such information i' unrelated to the performance of the
duties and functions of such Organization, or

(2) such information is false and the person providing such
information knew, or had reason to believe, that such information#. ~was false. . .. .....

S (b) (1) No individual who, as a member or employee of any Pro-
fessional Standards Review Organization or who furnishes'profes-
sional counsel or services to such organization, shall be held by reason
of the performance by him of any duty, function, or activity authorized
or required of Professional Standards Review Organizations under
this part, to have violated any criminal law, or to be civilly liable
under any law, of the United Statei or of any State (or political sub-
division thereof) provided he has exercised due care.

(2) The provisions of paragraph (1) shall not apply with respect
to any action taken by any individual if such individual, in taking
such action, was motivated by malice toward any person affected by
such action.

(c) No doctor of medicine or osteopathy and no provider (includ-
ing directors, trustees, employees, or officials thereof) of health care
services shall be civilly liable to any person under any law of the
United States or of any State (or political subdivision thereof) on
account of any action taken by him in compliance with or reliance
upon professionally developed norms of care and treatment applied
by a Professional Standards Review Organization (which has been
designated in accordance with section 1152(b) (1) (A)) operating in
the area where such doctor of medicine or osteopathy or provider took
such action but only if--

(1) he takes such action (in the ease of a health care practi-
tioner) in the exercise of his profession as a doctor of medicine
or osteopathy (or in the case of a provider of health care services)
ini the exercise of his functions as a provider of health care serv-

-•' ices, and
(2) he exercised due care in all professional conduct taken or

directed by him and reasonably related to, and resulting from,
the actions taken in compliance with or reliance upon suvh pro-
fessionally accepted norms of care and treatment.

Authorization for Use of Certain Funds to Administer the
Provisions of This Part

See. 1168. Expenses incurred in the administration of this part
shall be payable from--
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(a) funds in the Federal Hospital Insurance Trust Fund;
(b) funds in the Federal Supplementary Medical Insurance

Trust Fund; and
(c) funds appropriated to carry out the health care provisions

of the several titles of this Act;
in such amounts from each of the sources of funds (referred to in sub-
Ssections (a), (b), and (a)) as the Secretary shall deem to be fair and

• equitable after talting Into consideration the costs attributable to theadministration of this part with respect to each of such plans and
program&

Technical Assistance to Organizations Desiring To Be Designated
as Profesional Standards Review Organizations

Sec. 1169. The Secretary is authorized to provide all necessary
technical and other assisace (including the preparation of prototype
plans of organization and operation) to organizations described in
section 1152(b) (1) which-

(a) express a desire to be designated as a Professional Stand-
ards Review Organization; and

(b) the Secretary determines have a potential for meeting the
requirements of a Professional Standards Review Organization;

to assist such organizations in developing a proper plan to be sub-
mitted to the Secretary and otherwise in preparing to meet the require-
ments of this part for designation as a Professional Standards Review
Organization,

Exemptions of Christian Science Sanatoriums

Sec. 1170. The provisions of this part shall not apply with respect
to a Christian Science sanatorium operated, or listed and certified, by
the First Church of Christ, Scientist, Boston, Massachusetts

Seco 1170341
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TITLE XII-ADVANCES TO STATE UNEMPLOYMENT
FUNDS

hpRo
Sem. 1201. Advance to State Unemployment Funds ---------------- 848

" See. 1202 Repaymeut by States of Advances to State Unemployment
Funds ------------------------------------ 844

Sec. 120& Advances to Federal Unemployment Account --------.... ---- 844
See. 1W04. Deinition of Governor -------... ---------- 845

Advance to State Unemployment Funds

Section 120L (a) (1) Advances shall be made to the States from
the Federal unemployment account in the Unemployment Trust
Fund as provided in this section, and shall be repayable, without in-
terest, in the manner provided in sections 901 (d) (1), 908(b) (2), and
1202. An advance to a State for the payment of compensation in any
month may be made if--

(A) the Governor of the State applies therefor no earlier than
the first day of the preceding month, and

(B) he furnishes to the Secretary of Labor his estimate of the
amount of an advance which will be required by the State for
the payment of compensation in such month.

(2) In the case of any application for an advance under this sec-
tion to any State for any month, the Secretary of Labor shall-

(A) determine the amount (if any) which he finds will be
required by such State for the payment of compensation in such
month, and

(B) certify to the Secretary eL the Treasury the amount (not
greater than the amount estimated by the Governor of the State)
determined under subparagraph (A).

The aggregate of the amounts certified by the Secretary of Labor
with respect to any month shall not exreed the amount which the

.o Secretary of the Treasury reports to the Secretary of Labor is avail-
• able in the Federal unemployment account for advances with respect

to such month.
(8) For purposes of this subsection-

(A) an application for an advance shall be made on such forms,
and shall contain such information and data (fiscal and other-

* This table does wot appear in the law.

(343)
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wise) concerning the operation and administration of the State
unemployment compensation law, as the Secretary of Labor
deems necessary or relevant to the performance of his duties
under this title,

(B) the amount required by any State for the payment of
compensation in any month shall be determined with due allow-
ance for contingencies and taking into account all other amounts
that will be available in the State's unemployment fund for the
payment of compensation in such month, and

(C) the term "compensation" means cash benefits payable to
individuals with respect to their unemployment, exclusive of ex-
penses of administration.

(b) The Secretary of the Treasury shall, prior to audit or settle-
ment by the General Accounting Office, transfer from the Federal
unemployment account to the account of the State in the Unemploy-
ment Trusi Fund the amount certified under subsection (a) by the
Secretary of Labor (but not exceeding that portion of the balance in
the Federal unemployment account at the time of the transfer which
is not restricted as to use pursuant to section 908 (b) (1)).

Repayment by States of Advances to State Unemployment Funds

See. 1202. The Governor of any State may at any time request that
funds be transferred from the account of such State to the Federal
unemployment account in repayment of part or all of that balance
of advances, made to such State under section 1201, specified in the
request. The Secretary of Labor shall certify to the Secretary of the
Treasury the amount and balance specified in the request; and the
Secretary of the Treasury shall promptly transfer such amount in
reduction of such balance.

Advances to Federal Unemployment Account

Sec. 1203. There are hereby authorized to be appropriated to the
*00 Federal unemployment account, as repayable advances (without in-

. terest), such sums as may be necessary to carry out the purposes of
this title. Whenever, after the application of sections 901(f) (3) and
902(a) with respect to the excess in the employment security admin-
istration account as of the close of any fiscal year, there remains any
portion of such excess, so much of such remainder as does not exceed
the balance of advances made pursuant to this section shall be trans.
ferred to the general fund of the Treasury and shall be credited
against, and shall operate to reduce, such balance of advances.

344 ,
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Definition of Governor

keC 1204. When used in this title, the term "Governor" includes
the Commissioners of the District of Columbia.

-TITLE XINH-RECONVERSIONL UNEMPLOYMENT
BENEFITS FOR SEAMEN

~ [This title was added by the 1946 Amendment; however, the
program provided by this title has expired.]
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TITLE XIV-GRA.NTS TO STATES FOR AID TO THE
PERMANENTLY AND) TOTALLY DISABLED 1

Pa-e
See 140L Appropriation -------------------------- 34
Set 140 State Plans for Aid to the Permanently and Totally Disabled.. 84?
See. 1406. Payments to States . ---------------------------- 840
Se. 1404. Operations of State Plans ------------------ 54
Sec, 1405. DePiltion of Aid to the Permanently and Totally Disabled .... 8M

Appropriation

Section 1401; For the: pnrpose of enabling each- State- to' furnish
financial assistance, as far as practicable under the conditions in such
State, to needy individuals eighteen years of age and older who are
permanently and totally disabled and of encouraging each State, as
far as practicable under such conditions, to furnish rehabilitation
and other services to help such individuals attain or retain capability
for self-support or self-care, there is hereby authorized to be appro-
priated for each fiscal year a sum sufficient to carry out the purposes
of this title. The sums made available under this section shall be used
for making payments to States which have submitted, and had ap-
proved by the Secretary of Health, Education, and Welfare, State
plans for aid to the permanently and totally disabled.

State Plans for Aid to the Permanently and Totally Disabled

Sec. 1402. (a) A State plan for aidto the permanently and totally
disabledd must (1) except to the extent permitted by the Secretary
with respect to services, provide that it shall be in effect in all political
subdivisions of the State, and, if administered by them, be mandatory

00 upon them; (2) provide for financial participation by the State; (3)
either provide for the establishment or designation of a single State
agency to administer the plan, or provide for the establishment or
designation of a single State agency to supervise the administration
of the plan; (4) provide (A) for granting an opportunity for a fair
hearing before the State agency to any individual whose claim for aid
to the permanently and totally disabled is denied or is not acted upon
with reasonable promptness, and (B) that if the State plan is admin-

'P.1. 92-403, sea. 380, repealed title XIV effective Jauary it 19T4, but such repeal
doe0 not apply to Puerto Rico, Gum$, and the Virgin Islands.

' This table of contents does not appear Is the law.

(847)
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iwtoe in each of the political subdivisions of the State by a local
agency and such local agency provides a hearing at which evidence
may be presented prior to a hearing before the State agency, such
local agency may put into effect immediately upon isuane its d66-
Sion upon the matter considered at such hearing; (5) provide (A)
such methods of administration (including methods relating to the
establishment and maintenance of personnel standards on a merit basis
except that the Seretary shall exercise no authority with respect to
the selection, tenure of office, and compensation of any individual em-
ployed in accordance with such methods) as are found by the Secre-
tary to be necessary for the proper and efficient operation of the plan,
and (B) for the training and effective use of paid subprofessional staff,
with particular emphasis on the full-time or part-time employment
of recipients and other persons of low Income, as community service
aides in the administration of the plan and for the use of-nonpaid or
partially paid volunteers in a social service' volunteer program in
providing services to applicants and recipients and in assisting any
advisory committees established by the State agency; (6) provide that
the State agency will make such reports, in such form and containing
such information, as the Secretary may from time to time require, and
comply with such provisions as the Secretary may from time to time
find necessary to assure the correctness and verification of such re-
ports; (7) provide that no aid will be furnished any individual under
the plan with respect to any period with respect to which he is receiv-
ing old-age assistance under the State, plan approved under section 2
of this Act, aid to families with dependent children under the State

* plan approved under section 402 of this Act, or aid to the blind
under the State plan approved under section 100I of this Act;
(8) provide that the State agency shall, in determining need, take into
consideration any other income and resources of an individual cain-_
ing aid to the permanently and totally disabled, as well as any ex-
penses reasonably attributable to the earning of any such income;
except that, In making such determination, (A) the State agency

•. may disregard not more than $7.50 of any income, (B) of the first
$80 per month of additional income which is earned the State agency
may disregard not more than the first $20 thereof plus one-half of
the remainder, and (C) the State agency may, for a period not in
excess of 86 months, disregard such additional amounts of other in-
come and resources, in the case of an individual who has a plan for
achieving self-support approved by the State agency, as may be neces-
sary for the fulfillment of such plan, but only with respect to the part
or parts of such period during substantially all of which he is actually
undergoing vocational rehabilitation; (9) provide safeguards which
permit the use or disclosure of information concerning applicants or
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recipients only (A) to public oflcials who require such information
in connection with their official duties, or (B) to, other persons for
purposes directly connected with the administration of the State
plan; (10) provide that all individuals wishing to make applicae
tion for aid to the permanently and totally disabled shall have oppor-
tunity to do so, and that aid to the permanently and totally disabled
shall be furnished with reasonable promptness to all eligible indi-
viduals; (11) effective July 1,1958, provide, if the plan includes pay-
ments to individuals in private or public institutions, for the establish-
ment or designation of a State authority or authorities which shall be
responsible for establishing and maintaining standards for such in-
stitutions; and (12) provide a description of the services (if any)
which the State agency makes available (using whatever internal orga-
nizational arrangement it finds appropriate for this purpose) to appli-
canto for and recipients of aid to the permanently and totally disabled
to help them attain self-support or self-care, including a description
of the steps taken to assure, in the provision of such services, maxi-
mum utilization of other agencies providing similar or related
services.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid to the perma-
nently and totally disabled under the plan-

(1) Any residence requirement which excludes any resident of
the State who has resided therein five years during the nine years
immediately preceding the application for aid to the permanently
and totally disabled and has resided therein continuously for one
year immediately preceding the application;

(2) Any citizenship requirement which excludes any citizen of
the United States. At the option of the State, the plan may provide
that manuals and other policy issuance will be furnished to per.
sons without charge for the reasonable cost of such materials, but
such provision shall not be required by the Secretary as a condi-
tion for the approval of such plan under this title.

Payments to States
Sec. 1403. (a) From the sums appropriated therefor, the Secretary

of the Treasury shall pay to each State which has an approved plan
for aid to the permanently and totally disabled, for each quarter, be-
ginning with the quarter commencing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter

30
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as aid to the permanently and totally disabled under the Stlte
plan (including bxpenditures for premiums under part B bi title
XVMI for individuals who are recipients of money payments un-
der such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)-

(A) 3%f of such expenditures, not counting so much of
any expenditure with- respect to any month as exceeds the
product of $87 multiplied by the total number of recipients of
aid to the permanently and totally disabled for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals who received aid to the perma-
nently and totally disabled in the form of money payments
for such month, plus (Hi) the number of other individuals
with respect to whom expenditures were made in such month
as aid to the permanently and totally disabled in the form of
medical or any other type of remedial care) ; plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $75 mul-
tiplied by the total number of such recipients of aid to the
permanently and totally disabled for such month; and

(2) in the case of Puerto Rico, and Virgin Islands, and Guam, an
amount equal to one-half of the total of the sms expended during
such quarter as aid to the permanently and totally disabled under the
State plan (including expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments under
such plan and other insurance premiums for medical or any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $8.50 multiplied by
the total number of recipients of aid to the permanently and totally
disabled for such months; and

(3) in the case of any State whose State plan approved under section
1402 meets the requirements of subsection (c) (1), an amount equal to
the sum of the following proportions of the total amounts expended
during such quarter as found necessary by the Secretary of Health,
Education, and Welfare for the proper and efficient administration of
the State plan-

(A) 70 per centum of so much of such expenditures as are for-
($ services which are prescribed pursuant to subsection

(c) (1) and am provided (in accordance with the next sen-
tence) to applicants for or recipients of aid to the permanently
and totally disabled to help them attain or retain capability
of self-support or self-care, or

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

(iii) any of the services prescribed pursuant to subsction
(o)(1), and of the services specified as provided in cus
(00), which the Secretary may specify as appropriate for in.
dividuals who, within such period or periods as the Secretary
may prescribe, have been or are likely to become applicant.
for or recipient. of aid to the permanently and totally dis-
abled, if such services are requested by such individuals and
are provided to such individuals in ccordance with the next
sentence, or

(iv) the training (including both short.- and long-term
training at educational institutions through grant. to such
institutions or by direct financial asistance to students en-
rolled in such institutions) of personnel employed or prepar.
ing for employment by the State agency or by the local agency
administering the plan in the political subdivision; plus

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

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

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

(B) Under conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
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reaonably available to Individuals In need of them, and
which are provided pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved

• under the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies),;

except that services described in clause (iy) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for administra-
tion of the State plan to which subparagraph (A) applies and the
portion thereof to which subparagraphs (B) and (C) apply shall
be determined in accordance with such' methods and procedures
as may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under
section 1402 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the t.ite plan, including
services referred to in paragraph (8) and provided in accordance
with the provisions of such paragraph.

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

(1) The Secretary of Health) Education, and Welfare shall,
prior-to- the -beginning of' each-quarter, estimate the amount to
be paid to the State for such quarter under the provisions of sub-
section (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such suisection,
and stating the amount appropriated or made available by the
State and its political subdivisions for such expenditures in such
quarter, and if such amount is less than the State's proportionate
share of the total sum of such estimated expenditures$ the source
or sources from which the difference is expected to be derived,
(B) records showing the number of permanently and totally dis-
abled individuals in the State, and (C) such other investigation
as the Secretary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which
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the Secretary of Health, Ed ton, and Welfare finds that his
simate for any prior quarter was greater or los than the amount

which should have been paid to the State under subsection (a)
for such quarter, and (B) reduced by a sum equivalent to the
pro rata share to which the United States is equitably entitled
as determined by the Secretary of Health, Education, and Wel-
fare of the net amount recovered during a prior quarter by the
State of any political subdivision thereof with respect to aid to
the permanently and totally disabled furnished under the State
plan; except that such increases or reductions shall not be made
to the extent that such sums have been applied to make the amount
certified for any prior quarter greater or low than the amount
estimated by the Secretary of Health, Education, and Welfare for
such prior quarter: Providsd, That any part of the amount re
covered from the estate of a deceased recipient which is not in
excess of the amount expended by the State or any political sub-
division thereof for the funeral expenses of the deceased shall not
be considered as a basis for reduction under clause (B) of this
paragraph.

(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, paid to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(e) (1) In order for a State to qualify for payments under para.
graph (8) of subsection (a), its State plan approved under section
1402 must provide that the State apnoy shall make available to appli
cants for or recipients of aid toth• per;nanently and totally disabled
at least those services to help them attain or retain capability for self.
support or self-care which are prescribed by the Secretary.

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

(A) the provision hag been so changed that it no longer com-
plies with the requirements of paragraph'(1)) or

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

the Secretary shall notify such State agency that further payments
wil not be made to the State under paragraph (8) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied fuher payments with
respect to the administration of such State plan shall not be made

MW- under paragraph (8) of subsection (a) but shall nsthad be made,
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subject to the other provisions of this titles under paragraph (4) of
such' subsetion ,

Operation of State Plans

Se.. 1404. In the case of any State plan for aid to the permanently
and totally disabled which has been approved by the Secretary of

•. Health, Education, and Welf areo if the Secretary after reasonable
notice and opportunity for hearing to the Stats agency administering
or supervising the administration of such plan, findp-

(1) that the plan has been so changed as to impose any resi-
deuce or citizenship requirements prohibited by section 1402(b),
or that in the administration of the plan any such prohibited re-
quirement is imposed, with the knowledge of such State agency, in
a substantial number of cases; or

(9) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 1409
(a) to be included in the plan;

the Secretary shall notify such State agency for further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected by
such failure) until he is satisfied that such prohibited requirement
is no longer so imposed and that there is no longer any such failure to
comply. Until he is so satisfied he shall make no further payments to
such State (or shall limit payments to categories under or parts of the
Stat. plan not affected by such failure).

Definition

See. 1405. For the purposes'ol this title, the term "aid to the per-
manently and totally disabled" means money payments to, or (if pro-
vided in or after the third month before the month in which the
rp~ipient makes application for aid) medical care in behalf of, or any
type of remedial care recognized under State law in behalf of, needy
individuals eighteen years of age or older who are permanently and
totally disabled, but does not include any such payments to or care in
behalf of any individual who is an inmate of a public institution
(except as a patient in a medical institution) or any individual who
is a patient in an institution for tuberculosis or mental diseases. Such
term also includes payments which are not included within the mean.
ing of such term under the preceing sentence, but which would be
so included except that they are made on behalf of suqh needy indi,-
vidual to another individual who (as determined in aceiodance with
standards prescribed by the Secretary) is interested in or concerned
with the welfare of such needy individual, but only with respect to a
State whose Stat plan approved under section 1402 includes provision

- for- I
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(1) determination b7 the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is neceuary to pro.
vide such aid through payments described in'this sentence;

(2) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the perma-
nently and totally disabled to be paid (and in conjunction with
other income mnd resources), meet all the need of the individuals
with respect to whom such payments are made;

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

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

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

At the option of a State (if its plan approved under this title so
provides), such term (I) need not include money payments to an
individual who has been absent from such State for a period in excess
of ninety consecutive days (regardless of whether he has maintained
his residence in such State during such period) until he has been
present in such State for thirty consecutive days in the case of such
an individual who has maintained his residence in such State during
such period or ninety consecutive days in the case of any other such
individual, and (ii) may include rent payments made directly to a
public housing agency on behalf of a recipient or a group or groups
of recipients of aid under such plan.

TITLE XV-UNEMPLOYMENT COMPENSATION FOR FED-
ERAL EMPLOYEES AND THE EX-SERVICEMEN'S UN-
EMPLOYMENT COMPENSATION PROGRAM

[P.L. 89-4, 80 Stat. 378. approved September 6, 1966, repealed
title XV of the Social Security Act (68 Stat. 1130; 72 Stat. 1087),
and codified the provisions thereof as chapter 85 of title 5 of the
United States Code.]



7

1~~

4',I



TITLE XVI-GRANTS TO STATES FOR AID TO THE AGED,
BLIND, OR DISABLED, OR FOR SUCH AID AND' MEDI.
CAL ASSISTANCE FOR THE AGED,
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Appropriation

Section 1601. For the purpose (a) of enabling each State, as far as
practicable under the conditions in such State, to furnish financial
assistae to needy individuals who are 65 years of age or over, are
blind, or are 18 years of age or over and permanently and totally
disabled, (b) of enabling each State, a far as practicable under the
conditions in such State, to furnish medical assistance on behalf of
individuals who are 65 years of age or over and who are not recipients
of aid to the aged, blind, or.disabled but whose income and resources
are insufficient to meet the costs of necessary medical services, and (c)
of encouraging each State, as far as practicable under the conditions
in such State, to furnish rehabilitation and other services to help
individuals referred to in clause (a) or (b) to attain or rtain capa-
bility for self-support or self-care# there is hereby authorized to be
appropriated for each fiscal year a sum sufficient to carry out the pur-
poses of this title. The sums made available under this section shall
bo used for making payments to States which have submitted, and
had approved by the Secretary of Health, Education, and Welfare,
State plans for aid to the aged, blind, or disabled, or for aid to the
aged, blind, or disabled and medical asistance for the aged.

State Plans for Aid to the Aged, Blind, or Disabled, or for Such
Aid and Medical Assistance for the Aged

See. 1602. (a) A State plan for aid to the aged, blind, or dis-
abled, or for aid to the aged, blind, or disabled and medical assistance
for the aged, mustd--

t P.L. 92-w08, section 801, amended title XVI is Its entirety under the title "Supple,
mental Security Income for t1e Aged, Blind, and Disabled," effective January 1, 1974, but
pursuant to P.. 92-603. sew. 803(b),'such amendment does not apply to Puerto Rico,
Guam, and the Virgin Islands. The amended title starts 04 page 878, this volume.

'This table of contents does not appear in the law.
(357)
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(1) except to the extent permitted by the Secretary with rm-
spet to services provide that it shall be in effect in all politiecd
subdivisions of the State, and if administered by them, be manda.
tory upon them;

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

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

(4) (A) provide for granting an opportunity for a fair hear.
ing before the State agency to any individual whose claim for aid
or assistance under the plan is denied or is not acted upon with
reasonable promptness, and (B) that if the State plan is admin-
istered in each of the political subdivisions of the State by a local
agency and such local agency provides a hearing at which evi.
dence may be presented prior to a hearing before the State agency,
such local agency may put into effect immediately upon issuance
its decision upon the matter considered at such hearing;

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

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

(7) provide safeguards which permit the use or disclosure of
information concerning applicants or recipients only (A) to pub-
lic officials who require such information in connection with their
official duties, or (B) to other persons for purposes directly con-
nected with the administration of the State plan;
-- (8) provide thatiall-individuals-wishing to make application
for aid or assistance under the plan shall have opportunity to



do so, and that such aid or c ce shall be furnished with
reasonable promptness to all eligible individuaIcq

(9) provide, if the plan includes aid or ýs ce to or on be.
half of individuals in private or public institutions, for the estab-
lishment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for;

(10) provide a description of the services (if any) which the
State agency makes available (using whatever internal organiza-
tional arrangement it finds appropriate for this purpose)ý to ap-
plicants for or recipients of aid or assistance under the plan to
help them attain self-support or self-care, including a description
of the steps taken to assure, in the provision of such services, maxi-
mum utilization of other agencies providing similar or related
services;

(11) provide that no aid or assistance will be furnished any
individual under the plan with respect to any period with respect
to which he is receiving assistance under the State plan approved
under title I or aid under the State plan approved under part A
of title IV or under title X or XIV;

(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the indi-
vidual may select;

(18) include reasonable standards$ consistent with the objec-
tives of this title, for determining eligibility for and the extent
of aid or assistance under the plan;

(14) provide that the State agency shall, in determining need
for aid to the aged, blind, or disabled, take into consideration
any other income and resources of an individual claiming such
aid as well as any expenses reasonably attributable to the earn-
ing of any such income; except that, in making such determina-
tion with respect to any individual-

(A) if such individual is blind, the State agency (i) shall
disregard the first $85 per month of earned income plus one-
half of earned income in excess of $85 per month, and (1i)
shall, for a period not in excess of 12 months, and may, for
a period not in excess of AM months, disregard such additional
amounts of other income and resources, in the case of any
such individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the
fulfillment of such plan,

(B) if such individual is not blind but is permanently and
totally disabled, (i) of the first $80 per month of earned
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income, the State agency may disregard not more than the
first $20 thereof plus one-half of the remainder, and (ii) the
State agency may, for a period not in excess of 86 months,
disregard such additional amounts of other income and re-
sources, in the case of any such individual who has a plan
for achieving self-support approved by the State agency,
as may be necessary for the fulfillment of such plan, but only
with respect to the part or parts of such period during sub.
stantially all of which he is actually undergoing vocational
rehabilitation,

(C) if such individual has attained age 65 and is neither
blind nor permanently and totally disabled, of the first $80
per month of earned income the State agency may disregard
not more than the first $20 thereof plus one-half of the
remainder, and

(D) the State agency may, before disregarding the
amounts referred to above in this paragraph (14), disregard
not more than $7.60 of any income;

(15) if the State plan includes medical assistance for the aged-
(A) provide for inclusion of some institutional and some

noninstitutional care and services;
(B) provide that no enrollment fee, premium, or similar

charge will be imposed as a condition of any individual's
eligibility for medical assistance for the aged under the plan;

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

(D) provide that no lien may be imposed against the
property of any individual prior to his death on account of
medical assistance for the aged paid or to be paid on his be-
half under the plan (except pursuant to the judgment of a
court on account of benefits incorrectly paid on behalf of
such individual), and that there shall be no adjustment or
,recovery (except, after the death of such individual and his
surviving spouse, if any, from such individual's estate) of
any medical assistance for the aged correctly paid on behalf
of such individual under the plan;

(16) it the State plan includes aid or assistance to or in behalf
of individuals 65 years of age or older who are patients in institu-
tions for mental diseases-t

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

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

(C) provide for the development of alternate plans of
care, making maximum utilization of available resources, for
recipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical
treatment and other aid or assistance; for services referred
to in section 1608(a) (4) (A) (i) and (ii) which are appro-
priate for such recipients and for such patients; and for
methods of administration necessary to assure that the re-
sponsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; and

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

(17) if the State plan includes aid or assistance to or in behalf
of individuals 65 yeard of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a
comprehensive mental health program, including provision for
utilization of community mental health centers, nursing homes,
and other, alternatives to care in -public•institutions -for-mental.
diseases;

Notwithstanding paragraph (8), if on January 1, 1962, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X was different from
the State agency which administered or supervised the administration
of the plan of such State approved under title I and the State agency
which administered or supervised the administration of the plan
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of such Start approved under title XIV, the State agency whichadministered or supervised the administration of ouch plan approved
under title X may be designated to administer or supervise the adminn-
istration of the portion of the State plan for aid to the aged, blind,
or disabled (or for aid to the aged, blind, or disabled and medical
assistance-for the aged) which relates to blind individuals and a

6 separate State agency may be established or designated to administer
or supervise the administration of the rest of such plan; and in such
cae the part of the plan which each such agency administers, or the
administration of which each such agency supervises, shallbe ra edg.a.d
as a separate plan for purposes of this title.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid or assistance
under the plan-

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

cants for aid to the aged, blind, or disabled excludes any resident
of the State who has resided therein five years during the nine
years immediately preceding the application for such aid and has
resided therein continuously for one year immediately preceding
the application, and (B) in the case of applicants for medical
aistnce for the aged, excludes any individual who resides in
the State; or

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

At the option of the State, the plan may provide that manuals and
other policy issuances will be furnished to persons without charge for
the reasonable cost of such materials, but such provision shall not be
required by the Secretary as a condition for the approvalof such plan
under this title. In the case of any State to which the provisions of
section 844 of the Social Security Act Amendments of 1950 were

Applicable on January 1, 1962, and to which the sentence of section
1002(b) following paragraph (2) thereof is applicable on the date on
which its State plan for aid to the aged, blind or disabled (or for aid

---to the aged, blindi or disabled and medical assistance for the aged)
was submitted for approval under this title, the Secretary shall ap-
prove the plan of such State for aid to the aged, blind, or disabled
(or for aid to the aged, blind, or disabled and medical assistance for
the aged) for purposes of this title, even though it does not meet the
requirements of paragraph (14) of subsection (a) if it meets all other
requirements of this title for an approved plan for aid to the aged,
blind, or disabled (or for aid to the aged, blind, or disabled and med-
ical assistance for the aged); but payments under section 1603 shall
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be made, in the case of any such plan, only with respect to expendi-
tures thereunder which would be included as expenditures for the
purposes of section 1608 under a plan approved under this section
without regard to the provisions of this sentence.

(c), Subject to the last sentence of subsection (a), nothing in this
title shall be construed to permit a State to have in effect with respect

•. to any period more than one State plan approved under this title.

Payments to Stat."

See. 1603. (a) From the sums appropriated therefor, the Sec.
rotary shall pay to each State which has a plan approved under this
title, for each quarter, beginning with the quarter commencing October
1,1962--

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during each month of
such quarters to the aged, blind, or disabled under the State plan
(including expenditures for premiums under Part B of title
XVIII for individuals who are recipients of money payments
under such plan and other insurance premiums for medical or
any other type of remedial care or the cost thereof)-

(A) 3%7 of such expenditures, not counting so much of
any expenditure with- respect to such month as exceeds the
product of $87 multiplied by the total number of recipients of
such aid for such month (which total number, for purposes

-of4his-usection 'anXA7Qte-numb .of4ndividunlswho. ......
received such aid in the form of money payments for such
month, plus (ii) the number of other individuals with re-
spect to whom expenditures were made in such month as aid
to the aged, blind, or disabled in the form of medical or any
other type of remedial care) ; plus

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

1101 (a) (8)) of the amount by which such expenditures
exceed the amount which may be counted under clause
(A), not counting so much of such excess with respect
to such month as exceeds the product of $88 multiplied
by the total number of recipients of aid to the aged, blind,
or disabled for such month, plus (II) 15 per centumn of
the total expended during such month as aid to the aged,
blind, or disabled under the State plan in the form of
medical or any other type of remedial care, not counting
so much of such expenditure with respect to such month

4"3618 46-U4 0 - 76 - 21
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as exceeds the product of $15 multiplied by the total
number of recipients of aid to the aged, blind, or disabled
for such month, or

(ii) (1) the Federal medical percentage (as defined
in section 6(c)) of the amount by which such expendi-
tures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditure
with respect to such month as exceeds (a) the product of
$52 multiplied by the total number of such recipients of
aid to the aged, blind, or disabled for such month, or (b)
if smaller, the total expended as aid to the aged, blind, or
disabled in the form of medical or any other type of
remedial care with respect to such month plus the prod-
uct of $87 multiplied by such total number of such re-
cipients plus (II) the Federal percentage of the amount
by which the total expended during such month as aid to
the aged, blind, or disabled under the State plan exceeds
the amount which may be counted under clause (A) and
the preceding provisions of this clause (B) (ii), not

... .counting so much of such excess with respect to such
' month as exceeds the product of $88 multiplied by the
total number of such recipients of aid to the aged, blind,
or disabled for such month;

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

(A) one-half of the total of the sums expended during such

plan (including expenditures for premiums under part B of
title XVIII for individuals who are recipients of money pay-
ments under such plan and other insurance premiums for
medical or any other type of remedial care or the cost there.
of), not counting so much of any expenditure with respect to
any month as exceeds $87•5• multiplied by the total number
of recipients of aid to the aged, blind, or disabled for such
month; plus

(B) the larger of the following amounts: (i) one-half of
the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so
much of any expenditure with respect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of aid to the aged, blind, or disabled for
such month, or (II) if smaller, the total expended as aid to
the aged, blind, or disabled in the form of medical or any
other type of remedial care with respect to such month plus

3"4
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the product of $O7.50 multiplied by the total number of such
recipients, or (ii) 15 per centum of the toalof the sums ex-
pended during such quarter as aid to the aged, blind, or dis.
abled under the State plan in the form of medical or any
other type of remedial care, not counting so much of any ex.
penditure with respect to any month as exceeds the product
of $7.60 multi plied by the total number of such recipients of
aid to the aged, blind, or disabled for such month;

(8) in the cam of any State, an amount equal to the Federal
medical percentage (as defined in section 81(a)) of the total
amounts expended during such quarter as medical assistance for
the aged undor the State plan (including expenditures for in-
surance premiums for medical or any other type of remedial care
or the cost thereof) ; and

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

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

(i) services which are prescribed pursuant to subsec-
tion (o) (1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid or
distance under the plant help them attain or retain

.... Capa-fty for W•support or self-care, or
(ii) other services, specified by the Secretary as likely

to prevent or reduce dependency, so provided to such
applicants or recipients, or

(i i i) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as ap.

-o , propriate for individuals who, within such period or pe-
riods as the Secretary may prescribe, have been or are
likely to become applicants for or recipients of aid or
aistence under the plan if such services are requested
by such individuals and are provided to such individuals
in accordance with the next sentence, or

(iv) the training (including both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial distance to stu-
dents enrolled in such institutions) of personnel employed
or preparing for employment by the State agency or by

agurOw
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the local agency administering the plan in the political
mibdvision; plus

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

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

(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the polit-
........ i iVisi ProviddejTlftO'f nt ttuthaed-uluder
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (I) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State..
agency or agencies administering or supervising the adminis-
tmtjon of the. State plan- approvy.d under such Act are able
and willing to provide If reimbursed for the cost thereof pur-
sulmt to agreement under subparagraph (H), if provided by
such staff, and

(B) under -conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or au effectively provided-by-the
staff of such- State ori!ocal. agency and. are not.otherwise-.
reasonably available to individuals in need of them, and
which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its s(40 or by contract with public
(local) or nonprofit private agencies) ;.'.

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services,
so approved. The portion of the amount expended for adminiWra-



tion of the State plan to which subparagraph (A) applies and tho
portion thereof to which subparagraphs (B) and (C) apply shall
be determined in accordance with such methods and procedures as
may be permitted by the Secretary; and

(5) in the case of any State whose State plan approved under
section 1602 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the suusexpended dur-
1ng such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, Including
services referred to in paragraph (4) and provided in accordance
with the provksons of such paragraph.

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be baned on (A) a report filed
by the State containing its estimate of the total sun to be expended in

.-?-such quarter in aceordance-with-the-provisions of such subsctionurand•---
atating the amount appropriated or made available by the State and
its political Pubdivisions for such expenditures in such quarter, and
if such amount is less than the State's proportionate share of the total
sum of such estimated expenditures, the source or sources from which
the difference is expected to be derived, and (B) such other investiga-
tion as the secretary may Ondnecessary.

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

(8) The pro rata share to which the United States is equitably
entitled, as determined by the Secretary, of the net amount recovered
during any quarter by the State or any political subdivision thereof
with respect to aid or assistance furnished under the State plan,'but
excluding any amount of such aid or assistance recovered from the
estate of a deceased recipient which is not in excess of the amount
expended by the State or any political subdivision thereof for the
funeral expenses of the deceased, shall be considered an overpayment
to be adjusted under this subsection.

(4) Upon the Inaking of any estimate by the Secretary under this
subsection, any appropriations available for payments under this seer
tion shall be deemed obligated.

(c) (1) In order for kll.tate to qualify for payments under pars-
graph (4) of subsection (at), its State plan approved under eetion
1602 must provide that the State agency shall make available to
applicants for or recipients of aid to the aged, blind, or disabled under
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such State plan at least those services toiheIptheiif attain-6i" reMiUM
capability for self-support or' self-care which are prescribed by the
Secretary.

(2) In the case of any State whose State plan Included a provision
meeting-the requirements of -paragraph (1), but with- respect to
which the Secretary finds, after reasonable notice and opportunity

<, for hearing to thl State agency, 'administering or supervising the
administration of such plan, thjt--

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

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

the Swcretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be an' such failure to

- i-....ii] iit the Secretary••yis ssao Sfis t-her pymcntwithr
spect to the administration of such State plan shall not be made under

"-paKagrptp(4)-vf subsectimr(w)-but shall, instead be -made, subject
to the other provisions of this title, under paragraph (5) of such
subsection,

(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any. State-fort-any ..
quarter- which is attributable to. expenditures' with respect to indi-viduals 85 years of age. or older who are patients in institutions for

mental diseases shall be paid only to the extent that the State makes
a showing satisfactory to the Secretary that total expenditures in the
State from Federal, State, and local sources for mental health serv-
ices- (including payments to or in behalf of individuals with mental
health problems) under State and local public health and public
welfare programs for such quarter exceed the average of-thV total
expenditures in the State from such sources for such services under
such programs fox' each 4 quarter 6f the fiscal year ending June 80,

v' 1965. For purposes of this subsection, expenditures for such services
•'• for each quarter in the fiscal year ending June 30, 1965, in the case

of any State shall be determined on the basiL of the latest data, satis-
factory to the Secretary, available to him at the time of the first
determination by him under this subsection for such State; and ex-
penditures for such services for any quPrter beginning after Decem-
ber 81,1965, in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at
the tite' of the determination under this subsection for such State
for such quarter; and determinations so made shall be conclusive for
purposes of this subsection.
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See.. t6O" It the Scretary, afte" reasonable notice and opportunity
tor hearing to the odminis g or supervision g the ad-

. miniartlon of the AS plan approved under this title, finds-
(i) that the plan has been so changed that it no longer com-

plies with the p vionsofsection 102; or
(2) that in the administration of the plan there is i failure to

comply substantially with any such provision;
the Secretary shall notify such Stat. Wacy that further payments
will not be made to the State (or, in his discretion$ that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is po satisfied he shall
make no further payments to such State (or shall limit payments to

ner-oer tire ps •I 4 pS Kew"l Oy af-ecwd iI
failure).

Definitions

Sec. 1N5. (a) For purposes of this title, the term -"aid- to the
aged, blind, or disabled" means money payments to, or (if provided
in 6P after the third Month before the month in which the recipient
makes application for aid) medical care in behalf of or any type of
remedial care recognized under State~law in behalf ofA needy Individ-
uals who are 65 years of age or older, are blind, or are 18 years of age
or over and permanently and totally disabled, but such term does not
include--; (1) any such payments to or care in behalf.,of any individual

who is an inmate of a public institution (except as a patient in a
medical institution); or

(2)o any such payments to or care. no bohall of •a•y individual
who has not attained 65 years of age and who is a patient in an
institution for tuberculosis or mental diseases.

Such term also includes payments which are not included within the
meaning of such term under the preceding sentence, but which would
bd so included except that they are made& on behalf of such a needy
individual to another individual who (as determined in accordance
with standards prescribed by the Secretary) is interested in or con-
cerne4- with the welfare of such needy individual; but only with re-
spect'to a State whos State plan approved under section 60I2includes
provision for--

(A) determination by the State agency that such needy indi-
viOWua has, by reason of his physical or mental condition, such



inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described ifi this sentence;

(B) makmin such payments only incases in which such pay-
monts will, under the iMdes otherwise applicable under the State
plan for determining need and the amount of aid to the aged,

__ • blind, or disabled to be paid (and in conjunction with other in-
come and resources), meet all the need of the individuals with
respect to whom such payments are made;

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

(D) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditionsJustify such do-

" , termination still exist with provision for termination of such
payments if they do-not and• bor-seekoing juiiiciall Oappointinent of
a guardian or other legal representative, as described in section
1111, if and when it appears that such action will best serve the
interests of such needy individual; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in, clause (A) for any' individual
with respect to whom it is made.

At-thekoptiomtof a Stot. (if itsR planpplroyed under this title so Pro:
vides), such term (i) need not include money payments to an individ-
ual who has been absent from such State for a period in excess of ninety
consecutive days (regardless of whether he has maintained his resi-
dence in such State during such period) until he has been present in
such State for thirty consecutive days in the case of such an individual

__ . hou l itab'ed-hji riw ncQ in L Pd Bte ttA ring ou*•box•.p•rI
ninety consecutive days in the case of any other such, individual, and

. (ii)-may--include rent .payments made directly to. a public housing
Vagowynbehao reciniaaa t i o&gzvp.oi grmilp f friVpAnts of .

ald under such plan,
-• •(b) For purposes of this title, the term "medical assistance for the
" aged" means payment of part or all of 'the cost of the following care

and services (if provided in or after the third month before the month
in which the recipient makes application for assistance) for individ-
uals who are sixty-five years of age or older and who are not recipients
of. id to tlhe aged, blind, or disabled (except, for any month, for recipi-
ents of aid to the aged, blind, or disabled who are admitted to or dis-
charged from a medical institution during such month) but whose
income and resources are insufficient td meet all of such cost-

(1) inpatient hospital services -

(2) skilled nursing-home services;

$7MWlOM(b)
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(8) physicians' services;
(4) outpatient hospit or clinic services;
(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) dental services;
(9) laboratory and Xray services;
(10) prescribed drugs, eyeglasses, dentures, and prosthetic do-

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

State Iaw;
- except that such term does not include any such payments with respect

to care or services for any individual who is an inmate of a public
institution" (exEpta a ient a medical itituton .. .

~& ~
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Purpose; Appropriations
Section 1601. For the purpose-of establishing a national program to

provide supplemental security income to individuals who have attained
age 65 or are blind or disabled, there are authorized to be appropriated
sums sufficient to carry out"his title.

Basic Eligibility for Benefits
Section 1602. Every aged, blind4 or-disabled individual who is deter.

mined under' part A to be eligible on the basis 'of his income and
resources shall, in accordance with and subject to the provisions of
this title, be paid benefits by the Secretary of Health, Education, and
Welfare.

Part A-Determination' of, Benefits
Eligibility for and Amount of Benefits

Definition of Eligible Individual
See. 1611. (a) (1) Each aged; blind, or disabled ifidividuel who does

not have an eligible spouse and-. 'This table of contents does not appear in the law.



See. 1611(b)

(A) whoe income, other than income excluded pursuant to
section 1612 (b), is at a rate of not more than $1,759 (or, if greater, W
the amount determined under section 1617) I for the calendar year
1974 or any calendar year thereafter, and

(B) whose resources, other than resources excluded pursuant
to section 1618(a), are not more than (I) in case such Individual
has a spouse with whom he is living, $2W0, or f cl• case such
individual has no spouee with *homhe-iiwirng-,$1,500,

shall be an eligible individual for purposes of this title,
(9) Each apt, blind, or disabled individual who has an eligible

spouse and -- I .I............. ......
(A) whose income (together with the income of such spouse),

other than income excluded prsuant to section 1812}b)Li a a,

r.. e ofnot more-tha$2i greater, the amount teter
mined under section 1617)' for the calendar year 1074, or any
calendar yearo thereafter, and

(B) whose resources (together with the resources of such
spouse), other than resources excluded pursuant to section 1818
(a), are not more than $2,20,

shall be an eligible individual for purposes of this title.

.. AmoUusot Denents
(b) (1) The benefit under this title for an individual who does not

have an eligible spouse shall be payable at the rate of $1,752 (or, if
greater, the amount determined under section 1817)1 for the calendar
year 1974 and any calendar year thereafter, reduced by the amount
of income, not excluded pursuant to section 1612(b), of such
individual.

(2) The benefit under this title for an individual who has an
eligible spouse shall be payable at the rate of $2,628 (or, if greater, the
amount determined under section 1617)' for the calendar year 1974 and
any calendar year thereafter, reduced by the amount of income, not
excluded pursuant to section 1612(b), of such individual and spouse.

Period for Detmnuinatlon of Benelts
:(c) (1)- Anindividual's eligibility for benefits under this title and

the amount of such benefits shall bedetermined for each quarter of a
calendar year-xcept that, if theinitial application foi benefits is filed
in the second or third month of a calendar quarter, such determina-
tions shall be made for each month in such quarter. Eligibility for and
the amount of such benefits for any quarter shall be redetermined at
such time or times as may be provided by the Secretary.p F~or~p~u o~~ t~hijs s ul~tion an apjIica4ton shall be con.

- 0 $1892440 e9ectIve 3ul(, 1978 F 222.)
* $1889.20 et44ve l, . (0 . .)
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O.- sidered to be effective asoftthe flrstday oftheamonth-inh hicIhtwu...-

Spit UUmit o Gros O" loom
(d) Theo Secretary may prescribe the circumstances under which

consistently with the purposes of this title; the gross income from a
trade or business (including farming) will be considered sufficiently

m large to Iiako an individual Ineligible for benefits under this title. For
purple :ofo this subsection, the term "gross income" has the same
meaning as when used in chapter 1 of the Internal Revenue Code of
1954.

Liiadtiton on •Ujgjgty qf V•i~ JaInd ual

(e) (1) (A) Except as provided hi subparagraph (B), no person
7 . halhl_., ligibl I dvidual or.eligible pouse-for-purpos-of-this.

title with respect to any month if throughout such month he is an
inmate of t public institution.

(B) In any case where an eligible individual or his eligible spouse
(if any), is, throughout any month, in a hospital, extended care
facility, nursing home, or intermediate care facility receiving pay-
ments (with respect to such individual or spouse) under a State plan
approved under title XIX, the benefit under this title for such indi.

-vidual for such month shall-be payable-. -- .
(i) at a rate not in excess of 3M per year (reduced by the

amount of eny income not excluded pursuant to section 1612(b))
in the case of an individual who does not have an eligible spouse;

(iH) at a rate not in excess of the sum of the applicable rate
specified in subsection (b) (1) and the rate of $800 per year
(reduced by the amount of any income not excluded pursuant to
section 1612(b)) in the case of an individual who has an eligible
spouse, it only one of them is in such a hospital, home, or facility
throughout such month; and

~.J~iI)'At IL xMtd ULUt reaci of "M0 .f y rm -h~jp'r hyUlii:
amount of any income not excluded pursuant to section 1612(b))
in the case of an individual who has an eligible spouse, if botliof
them are in such a--hospital, -home, or- facility throughout such

-month; -

(2) No person shall be an eligible individual or eligible spouse for
purposes of this title if, after notice to such person by the Secre-
tary that it is likely that such person is eligible for any payments of
the type enumerated -in section 1612(a) (2) (B), such person fails
within 80 days to take all appropriate steps to apply for and (if
eligible) obtain any such payments.

(8) (A) No person who is an aged, blind, or disabled individual
solely by reason of disability (as dLeter4ineqe o.



" ()y)"shatl bei. an eligible-ndividualoreligiblespouse-jorpupoesof-
this Otle with respect to any month if such individual is medically
determined to be a drug addict or an alcoholic unless such individual
.i Undergoing any treatment that may be appropriate for his condition
as a drug addict or alcoholic (as the case may be)'at an institution
or facility approved for purposes of this paragraph by the Secretary
(0o long as such treatment is available) and demonstrates that he is
complying with' th terms, conditions, and requirements of such treat-
i-.nt and With requirements imposed by the Secretary under subpara-
graph (B).

(B) The Secretaryoshall provide for the, monitoring and testing
of all individuals who are receiving benefits under this title and who
,as-i condition of such benefits are required to be undergoing treat-
ment and complying with the terms, conditions, and requirements
thereof as described in subparagraph (A), in order to assure such
compliance and to determine the extent to which the imposition of
such requirement is contributing to the achievement of the purposes -
of this title. The Secretary shall annually submit to the Congress a
full and complete report on his activities under this paragraph.

Suspension of Payments to Individuals Who Are Outside the United States
... -(t) Notwithstanding' any other provision-0fthis-title;-•no-indi.

vidual shall be considered an eligible individual for purposes of this
title for any month during all of which such individual is outside the
United States (and no person shall be considered the eligible spouse
of an individual for purposes of this title with respect to any month
during all of which such person is outside the United States). For
purposes of the preceding sentence, after an individual has been outside
the United States for any period of 80 consecutive days, he shall be
treated as remaining outside the United States until he has been in
the United States for a period of 80 consecutive days.

Certain Individuals Deemed To *eefge~ources Test

(as the case may be) who-
'^(1) received aid or assistance for December 1978 under a plan

of a State approved under title I, X, XIV, or XVI,
(2) has, since D•eember 81, 1978, continuotsly resided in the

State under the plan of which he or they reeived such aid or
assistance for December 1978, and

(8) has, since December 81,1978, continuously been (except for
periods not in excess of six consecutive. months) an eligible
individual or eligible spouse with respect to whom supplemental
secu!ritytneome benefits are payaby le



n- L thrresouretof sct i aloouch ind ividual and his spouse (as
mthe cme may b) shall be deemed e the mount speoile in

sections 1011(a) (1) (B) and lOUl(a) (9) (B) during any period that
the resources of such individual or individuals andhis spouse (as the
case may be) does not exceed the maximum amount of resources speci-
fled in the State plan, as in effect for October 1972, under which he or

•'•.they received such aid or assistance for December 1978.

(h) In determining eligibility for, and the amount of, benefits
pAyable under.this section In the case of any individual or any indi-.
vidualandhisepouso (as the cas may be) who--I

(1) received aid or assistance for-December 1978utder a plan
of a State approved under title X or XVI,

(2) is blind under the definition of that term in the plan, as
in effect for October 1972, under which he or they received such
aid or assistance for December 1978,

(8) has, since December 81, 1978, continuously resided in the
State under the plan of which he or they received such aid or
amisne for December 1978, and

(4) has, since December 81, 1978, continuously• en (k e .
foriwer-dbt 1Wi ekoessof siico.nacutitv months) an eligible,
individual or an eligible spouse with respect to whom supple-
mental security income benefit. are payable,,

there shall be disregarded an amount equal to the greater of (A) the
maximum amount of any earned or unearned income which could have
been disregarded under the State plan, as in effect for October 1972,
under which he or they received such aid or asistace for December
1978, and (B) the amount which would be required to be disregarded
under section 1612 without application of this substioz,

... Pome
MU0840 of herunua

0'- Se* 1612M(a'roFi purposes of this title, income means both earned
income and unearned income; and-

(1) earned income mexnsqnly-
(A) wages as determined under section 208(f) (5) (C) ; and
(B) net earnings from self-employment, as defined in sec-

tion 211 (without the application of the second and third
sentences following subsection (a) (10), and the lPA pua.
graph of subsection (4)), including earnings for services
described in paragraphs (4), (5), and (6) of subsection (c);
and

' (2) unearned Income means all other income, including-w

- -A



(A)' support and maintenance furnished iii cashor kind;
except at (i) in the cae of any individual ý(and his eligible
spouse, if tiny) living in &Aother, person's, household and
receiving support and maintenance in kind from suce sonl,,
the dollar amounts otherwise applicable to such individual
(and spouse) as specified in subsections (a) and (b) of sec-
tion 1611 shall be reduced by 88% percent in lieu of Including
such support and maintenance in the unearned income of
such individual (and spouse) as otherwise required by this
subparagraph and (ii) in the casen of any individual or his
eligible spouse wh6 resides in a nonprofit retirement hbime or
similar nonprofit institution, supprt and maintenance shall
not be included to the extent that it is furnished tb'such in.
dividual or such spouse without such institutloli receiving
payment therefore (unless such institution has expressly
undertaken an obligation to furnish full support and main-
tenance to such individual or spouse vithout any current or
future payment therefor) or payment therefore is made by
another nonprofit organization;,

(B) any payments received as an annuity, pensionretire.
ment, or disability.bwielVf, including veterans' compensation-
and. pensions, workmen's compensation payments, old-age,
survivors, and disability insurance$ benefits, railroad retire-
ment anntuities and pensions, and unemployment insurance
benefits;

(C) prizesand awards;
(D), thLproceeds of any life Ins-uinco policy't-the-exteit-

that they exceed the amount expended by the beneficiary for
purposes of the insui*d individual'o last illness and burial
or $1,•0, whichever is less;

(E) gifts (cash or otherwise), support and aliniony pay-
ments, and inheritances; and

(F) rents, dividends, interest, and royalties.

(b) In determining the income of an individual- (and his eligible
spouse) there shall be excluded-

(1) subject to limitations (as to amount or otherwise) pre-
scribed by the Secretary, if such individual is a child who is, as
determined by the Secretary, a student regularly attending a
school, college, de uiiiversity,'or (6odrse of vocational or technical
training designed to prepare him for gainful employment, the
earned income of such individual t
-()the first $240per year (orproportionatelysmaller amounts -

for shorter periods) of income (whether earned or unearned)
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other than income which is paid on the basis of the need of the
eligible individual;

(8) (A) the total unearned income of such individual (and
such spouse, if any) in a calendar quarter which, as determined iin1
accordance with criteria prescribed by the Secretary, is received
too infrequently or irregularly to be included, if such income so
received does not exceed $60 in such quarter, and (B) the total
earned income of such individual (and such spouse, if any) in a
calendar quarter which, as deteswdeomrdaneswith-such-•--
criteria, is received too infrequently or irregularly to be included,
if such income so received does not exceed $80 in such quarter;

(4) (A) if such individual (or such spouse) is blind (and has
not attained age 65, or received benefits under this title (or aid
under a State plan approved under section 1002 or 1602) for the
month before the month in which he attained age 65), (1) the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof,
(ii) an amount equal to any expenses reasonably attributable to
the earning of any income, and (ifi) suah additional.owmounts, of
other•t•,-he, where stuh individual has a plan for achieving
self-support approved by the Secretary, as may be necessary for
the fulfillment of such plan,

(B) if such individual (or such spouse) is disabled but not
blind (and has not attained age 65, or received benefits under this
title (outid unsier &,State.plan approved under section 1402or
1602) for the month before the month in which he attained age
65), (1) the first $780 per year (or proportionately smaller
amounts for shorter periods) of earned income not excluded by
tho preceding paragraphs of this subsection, plus oe,-half of the
remainder thereof; and (ii) such additional amounts of Qther In.
come, where such individual has a plan for achieving self-support
approved by the Secretary, as may be necessary for the fulfillment
of su9h plan, or -

(C) if such individual (or such spouse) has attained age 65
and is not included'under subparagraph (A') or (B)1e first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not. excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof;

(5) :ny amount received from any public agency as a return
or refund of taxes paid on real property or on food purchased
by such individual (or such spouse) ;

44.2S1~ U-SN Q' IS * 2,
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(6) assistance described in section 1616(a) which is based on
need and furnished by any State or political subdivision of a
State;

(7) any portion of any grant,' scholarship, or fellowship
received for use in paying the cost of tuition and fees at any edu-
cational (including technical or vocational education) institution;

(8) home produce of such individual (or spouse) utilized by the
household for its own consumption;

(9) if such individual is a child, one-third of any payment for
his support received from an absent parent; and

(10) any amounts received for the foster care of a child who
is not an eligible individual but who is living in the same home
as such individual and was placed in such home by a public or
nonprofit private child-placement or child-care agency.

Resources

EXluSlioM From Reours

Sec. 1613. (a) In determining the resources of an individual (and
his eligible spouse, if any) there shall be excluded-

(1) the home (including the land that appertains thereto), to
the extent that its value does not exceed such amount as the Secre-
tary determines to be reasonable;

(2) household goods, personal effects, and an automobile, to
the extent that their total value does not exceed such amount as
the Secretary determines to be reasonable;

(3) other property which, as determined in accordance with
and subject to limitations prescribed by the Secretary, is so essen.
tial to the means of self-support of such individual (and such
spouse) as to warrant its exclusion;

(4) such resources of an individual who is blind or disabled
and who has a plan for achieving self-support approved blv the
Secretary, as may be necessary for the fulfillment of such plan;
and

(5) in the case of Natives of Alaska, shares of stock held in a
Regional or a Village Corporation, during the period of twenty
years in which such stock is inalienable, as provided in section
7(h) and ssetion 8(c) of the Alaska Native Claims Settlement
Act.

In determining the resources of an individual (or eligible spouse) an
insurance policy shall be taken into account only to the extent of its
cash surrender value; except that if the total face value of all life
insurance policies on any person is $1,500 or less, no part of the value
of any such policy shall be taken into account.
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Disposatlo d Reaoures

(b) The Secretary shall prescribe the period or periods of time
within which, and the manner in which, various kinds of property
must be disposed of in order not to be included in determining an indi-
vidual's eligibility for benefits. Any portion of the individual's bene-
fits paid for any such period shall be conditioned upon such disposal;

•-,. and any benefits so paid shall (at the time of the disposal) be con-
sidered overpayments to the extent they would not, have been paid
had the disposal occurred at the beginning of the period for which
such benefits were paid.

Meaning of Terms

AgeBlind, or Disabled Individual
See. 1614. (a) (1) For purposes of this title, the term "aged, blind,

or disabled individual" means an individual who-
(A) is 65 years of age or older, is blind (as determined under

paragraph (2)), or is disabled (as determined under paragraph
(8)), and

(B) is a resident of the United States, and is either (i) a
citizen or (ii) an alien lawfully admitted for permanent residence
or otherwise permanently residing in the United States under
color of law (including any alien who is lawfully present in the
United States as a result. of the application of the provisions of
section 208(a) (7) or section 212(d) (5) of the Immigration and
Nationality Act).

(2) An individual shall be considered to be blind for purposes
of this title if he has central visual acuity of 20/200 or less in the
better eye with the use of a correcting lens. An eye which is accom-
panied by a limitation in the field of vision such that the widest diam-
eter of the visual field subtends an angle no greater than 20 degrees
shall be considered for purposes of the first sentence of this sub-
section as having a central visual acuity of 20/200 or less. An individ-
ual shall also be considered to be blind for purposes of this title if
he is blind as defined under a State plan approved under title X or
XVI as in effect for October 1972 and received aid under such plan
(on the basis of blindness) for December 1978, so long as he is con-
tinuously blind as so defined.

(8) (A) An individual shall be considered to be disabled for pur-
poses of this title if he is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental
impairment which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less

001
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than twelve months (or, in the case of a child under the age of 18,
if he suffers from any medically determinable physical or mental
impairment of comparable severity).

(B) For purposes of subparagraph (A), an individual shall be
determined to be under a disability only if hii physical or mental
impairment or impairments are of such severity that he is not only

• unable to do his previous work but cannot, considering his age, educa-
tion, and work experience, engage in any other kind of substantial
gainful work which exists in the national economy, regardless of
whether such work exists in the immediate area in which he lives, or
whether a specific job vacancy exists for him, or whether he would
be hired if he applied for work. For purposes of the preceding sen-
tence (with respect to any individual), "work which exists in the
national economy" means work which exists in significant numbers
either in the region where such individual lives or in several regions
of the country.

(C) For purposes of this paragraph, a physical or mental impair-
ment is an impairment that results from anatomical, physiological, or
psychological abnormalities which are demonstrable by medically ac-
ceptable clinical and laboratory diagnostic techniques.

(D) The Secretary shall by regulations prescribe the criteria for
determining when services performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful activity. Notwithstanding the provisions of subparagraph (B), an
individual whose services or earnings meet such criteria, except for
purposes of paragraph (4), shall be found not to be disabled.

(E) Notwithstanding the provisions of subparagraphs (A)
through (D), an individual shall also be considered to be disabled
for purposes of this title if he is permanently and totally disabled
as defined under a State plan approved under title XIV or XVI
as in effect for October 1972 and received aid under such plan (on
the basis of disability) for December 1978 (and for at least one month
prior to July 1978), so long as he is continuously disabled as so
defined.

(4) (A) For purposes of this title, any services rendered during a
period of trial work (as defined in subparagraph (B)) by an indi-
vidual who is an aged, blind, or disabled individual solely by reason
of disability (as determined under paragraph (8) of this subsection)
shall be deemed not to hlve been rendered by such individual in de-
termining whether his disability has ceased in a month during such
period. As used in this paragraph, the term "services" means activity
which is performed for remuneration or gain or is determined by the
Secretary to be of a type normally performed for remuneration or
gain.

(B) The term "period of trial work", with respect to an individual

E38
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who is an aged, blind, or disabled individual solely by reason of dis-
ability (as determined under paragraph (8) of this subsection), means
a period of months beginning and ending as provided in subpara-
graphs (C) and (D).

(C) A period of trial work for any individual shall begin with the
month in which he becomes eligible for benefits under this title on the
basis of his disability; but no such period may begin for an individual
who is eligible for benefits under this title on the basis of a disability
if he has had a previous period of trial work while eligible for benefits
on the basis of the same disability.

(D) A period of trial work for any individual shall end with the
close of whichever of the following months is the earlier:

(i) the ninth month, beginning on or after the first day of
such period, in which the individual renders services (whether
or not such nine months are consecutive) ; or

(ii) the month in which his disability (as determined under
paragraph (8) of this subsection) ceases (as determined after
the application of subparagraph (A) of this paragraph).

Eligible Spouse

(b) For purposes of this title, the tarm "eligible spouse" means an
aged, blind, or disabled individual who is the husband or wife of
another aged, blind, or disabled individual and who has not been
living apart from such other aged, blind, or disabled individual for
more than six months. If two aged, blind, or disabled individuals are
husband and wife as described in the preceding sentence, only one of
them mae be an "eligible individual" within the meaning of section
1611(a).

DemAtion of Child

(c) For purposes of this title, the term "child" means an individual
who is neither married nor (as.determined by the Secretary) the head
of a household, and who is (1) under the age of eighteen, or (2) under
the age of twenty-two and (as determined by the Secretary) a student
regularly attending a school, college, or university, or a course of
vocational or technical training designed to prepare him for gainful
employment.

Determination of Marital Relationships

(d) In determining whether two individuals are husband and wife
for purposes of this title, appropriate State law shall be applied;
except that,-

(1) if a man and woman have been determined to be husband
and wife under section 216(h) (1) for purposes of title iI they
shall be considered (from and after the date of such determina-
tion or the date of their application for benefits under this title,

oatSPOU
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whichever is later) to be husband and wife for purposes of this
title, or

(2) if a man and woman am found to be holding themselves
out to the community in which they reside as husband and wife,
they shall be so considered for purpose. of this title notwith-
standing any other provision of this section.

United States
(e) For purpose of this title, the term "United States", when used

in a geographical sense, means the 50 States and the District of
Columbia.
Income and Resources of Individuals Other Than Eligible Individuals and

Eligible Spouses
(f) (1) For purposes of determining eligibility for and the amount

of benefits for any individual who is married and whose spouse is liv-
ing with him in the same household but is not an eligible spouse, such
individual's income and resources shall be deemed to include any
income and resources of such spouse, whether or not available to
such individual, except to the extent determined by the Secretary to
be inequitable under the circumstances.

(2) For purposes of determining eligibility for and the amount of
benefits for any individual who is a child under age 21, such indi.
vidual's income and resources shall be deemed to include any income
and resources of a parent of such individual (or the spouse of such a
parent) who is living in the same household as such individual,
whether or not available to such individual, except to the extent de-
termined by the Secretary to be inequitable under the circumstances.

Rehabilitation Services for Blind and Disabled Individuals

See. 1615. (a) In the case of any blind or disabled individual who-
(1) has not attained age 65, and
(2) is receiving benefits (or with respect to whom benefits are

paid) under this title,
the Secretary shall make provision for referral of such individual to
the appropriate State agency administering the State plan for voca-
tional rehabilitation services approved under the Vocational Rehabili-
tation Act, and (except in such cases as he may determine) for a re-
view not less often than quarterly of such individual's blindness or
disability and his need for and utilization of the rehabilitation services
made available to him under such plan.

(b) Every individual with respect to whom the Secretary is
required to make provision for referral under subsection (a) shall
accept such rehabilitation services as are made available to him under
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the State plan for vocational rehabilitation services approved under
the Vocational Rehabilitation Act; and the Secretary is authorized
to pay to the State agency administering or supervising the adminis-
tration of such State plan the costs incurred in the provision of such
services to individuals so referred.

(o) No individual shall be an eligible individual or eligible spouse
for purposes of this title if he refuses without good cause to accept
vocational rehabilitation services for which he is referred under sub-
section (a).

Optional State Supplementation

See. 1616. (a) Any cash payments which' are made by a State
(or political subdivision thereof) on a regular basis to individuals
who are receiving benefits under this title or who would but for their
income be eligible to receive benefits under this title, as assistance
based on need in supplementation of such benefits (as determined
by the Secretary), shall be excluded under section 1612(b) (8) in do-
termining the income of such individuals for purposes of this title
and the Secretary and such State may enter into an agreement which
satisfies subsection (b) under which the Secretary will, on behalf of
such State (or subdivision) make such supplementary payments to all
such individuals.

(b) Any agreement between the Secretary and a State entered into
under subsection (a) shall provide-

(1) that such payments will be made (subject to subsection
(c)) to all individuals residing in such State (or subdivision) who
are receiving benefits under this title, and

(2) such other rules with respect to eligibility for or amount
of the supplementary payments, and such procedural or other gen.
eral administrative provisions, as the Secretary finds necessary
(subject to subsection (c) i to achieve efficient and effective admin-
istration of both the program which he conducts under this title
and the optional State .upplementation.

(c) (1) Any State (or political subdivision) making supplementary
payments described in subsection (a) may at its option impose as a
condition of eligibility for such payments, and include in the States's
agreement with the Secretary under such subsection, a residence re-
quirement which excludes individuals who have resided in the State
(or political subdivision) for less than a minimum period prior to
application for such payments.

(2) Any State (or political subdivision), in determining the eligi-
bility of any individual for supplementary payments described in sub.
section (a), may disregard amounts of earned and unearned income in
addition to other amounts which it is required or permitted to dis-
regard under this section in determining such eligibility, and shall in-
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elude a provision specifying the amount of any such income that will
be disregarded, if any.

(d) Any State which has entered into an agreement with the See-
retary under this section which provides that the Secretary will, on
behalf of the State (or political subdivision), make the supplemen-
tary payments to individuals who are receiving benefits under this title
(or who would but for their income be eligible to receive such bene-
fits), shall, at such times and in such installments as may be agreed
upon between the Secretary and such State, pay to the Secretary an
amount equal to the expenditures made by the Secretary as such sup-
plementary payments.

(a) Payments made under this title with respect to an individual
shall be reduced by an amount equal to the amount of any supplemen-
tary payment (as described in subsection (a)) or other payment made
by a State (or political subdivision thereof) which is made for or on
account of any medical or any other type of remedial care provided by
an institution to such individual as an inpatient of such institution in
the case of any State which has a plan approved under title XIX of
this Act if such care is (or could be) provided under a State plan
approved under title XIX of this Act by an institution certified under
such title XIX.

Cost-of-Living Adjustments In Benefits

See. 1617. Whenever benefit amounts under title II are increased
by any percentage effective with any month as a result of determina-
tion made under section 215(i), each of the dollar amounts in effect
for such month under subsections (a)(1)(A), (a)(2)(A), (b)(1),
(b) (2) of section 1611, and subsection (a) (1) (A) of section 211 of
Public Law 93-66, as specified in such subsections or as previously
increased under this section, shall be increased by the same percentage
(and rounded, when not a multiple of $1.20, to the next higher multi-
ple of $1.20), effective with respect to benefits for months after such
month; and such dollar amounts as so increased shall be published in
the Federal Register together with, and at the same time as, the mate-
rial required by section 215(i) (2) (D) to be published therein by
ruson of such determination.

Part B--Procedural and General Provisions

Payments and Procedures

Pamuent of Denults
Sem. 1631. (a) (1) Benefits under this title shall be paid at such

time or times and in such installments as will best effectuate the pur-
., poses of this title, as determined under regulations (and may in any
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can be paid less frequently than monthly whore the amount of the
monthly benefit would not exceed $10).

(2) Payments of the benefit of any individual may be made to any
such individual or to his eligible spouse (if any) or partly to each, or,
if the Secretary deems it appropriate to any other person (including
an appropriate public or private agency) who is interested in or con-
cerned with the welfare of such individual (or spouse). Notwith-
standing the provisions of the preceding sentence, in the case of any
individual or eligible spouse referred to in section 1611 (e) (8) (A), the
Secretary shall provide for making payments of the benefit to any
other person (including an appropriate public or private agency) who
is interested in or concerned with the welfare of such individual (or
spouse).

(8) The Secretary may by regulation establish ranges of incomes
within which a single amount of benefits under this title shall apply.

(4) The Secretary-
(A) may make to any individual initially applying for bene-

fits under this title who is presumptively eligible for such benefits
and who is faced with financial emergency a cash advance against
such benefits in an amount not exceeding $100; and

(B) may pay benefits under this title to an individual apply-
ing for such benefits on the basis of disability for a period not
exceeding 8 months prior to the determination of such individual's
disability, if such individual is presumptively disabled and is
determined to be otherwise eligible for such benefits, and any
benefits so paid prior to such determination shall in no event be
considered overpayments for purposes of subsection (b) solely be.
cause such individual is determined not to be disabled.

(5) Payment of the benefit of any individual who is an aged, blind,
or disabled individual solely by reason of blindness (as determined
under section 1614(a) (2)) or disability (as determined under section
1614(a) (8)), and who ceases to be blind or to be under such disability,
shall continue (so long as such individual is otherwise eligible)
through the second month following the month in which such blind-
ness or disability ceases.

Overpayments and Underpayments
(b) Whenever the Secretary finds that more or less than the correct

amount of benefits has been paid with respect to any individual, proper
adjustment or recovery shall, subject to the succeeding provisions of
this subsection, be made by appropriate adjustments in future pay-
ments to such individual or by recovery from or payment to such indi-
vidual or his eligible spouse (or by recovery from the estate of either).
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The Secretary shall make such provision as he finds appropriate in
the case of payment of more than the correct amount of benefits with
respect to an individual with a view to avoiding penalizing such indi-
vidual or his eligible spouse who was without fault in connection with
the overpayment, if adjustment or recovery on account of such over-
payment in such case would defeat the purposes of this title, or be

•, against equity or good conscience, or (because of the small amount
involved) impede efficient or effective administration of this title.

Hearings and Review

(c) (1) The Secretary shall provide reasonable notice and oppor-
tunity for a hearing to any individual who is or claims to be an eligible
individual or eligible spouse and is in disagreement with any deter-
mination under this title with respect to eligibility of such individual
for benefits, or the amount of such individual's benefits, if such indi-
vidual requests a hearing on the matter in disagreement within thirty
days after notice of such determination is received.

(2) Determination on the basis of such hearing, except to the extent
that the matter in disagreement involves the existence of a disability
(within the meaning of section 1614(a) (8)), shall be made within
ninety days after the individual requests the hearing as provided in
paragraph (1).

(3) rhe final determination of the Secretary after a hearing under
paragraph (1) shall be subject to judicial review as provided in sec-
tion 205 (g) to the same extent as the Secretary's final determinations
under section 205; except that the determination of the Secretary after
such hearing as to any fact shall be final and conclusive and not subject
to review by any court.

Procedures; Prohibitions of Ausipgments; Represntation of Claimants

(d) (1) The provisions of section 207 and subsections (a), (d),
(e), and (f) of section 205 shall apply with respect to this part to the
same extent as they apply in the case of title IL

(2) To the extent the Secretary finds it will promote the achieve-
ment of the objectives of this title, qualified persons may be appointed
to serve as hearing examiners in hearings under subsection (c) with-
out meeting the specific standards prescribed for hearing examiners
by or under subchapter II of chapter 5 of title 5, United States Code.

(8) The Secretary may prescribe rules and regulations governing
the recognition of agents or other persons, other than attorneys, as
hereinafter provided, representing claimants before the Secretary
under this title, and may require of such agents or other persons, before
being recognized as representatives of claimants, that they shall show
that they are of good character and in good repute, possessed of the
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necessary qualifications to enable them to render such claimants valu-
able service, and otherwise competent to advise and assist such claim-
ants in the presentation of their cases An attorney in good standing
who is admitted to practice before the highest court of the State,
Territory, District, or insular possession of his residence or before the
Supreme Court of the United States or the inferior Federal courts,
shall be entitled to represent claimants before the Secretary. The Sec-
retary may, after due notice and opportunity for hearing, suspend or
prohibit from further practice before him any such person agent, or
attorney who refuses to comply with the Secretary's rules and regula-
tions or who violates any provision of this paragraph for which a
penalty is prescribed. The Secretary may, by rule and regulation,
prescribe the maximum fees which may be charged for services per-
formed in connection with any claim before the Secretary under this
title, and any agreement in violation of such rules and regulations
shall be void. Any person who shall, with intent to defraud, in any
manner willfully and knowingly deceive, mislead, or threaten any
claimant, or prospective claimant or beneficiary under this title by
word, circular, )otter, or advertisement, or who shall knowingly charge
or collect directly or indirectly any fee in excess of the maximum fee,
or make any agreement directly or indirectly to charge or collect any
fee in excess of the maximum fee, prescribed by the Secretary, shall be
deemed guilty of a misdemeanor and, upon conviction thereof, shall
for each offense be punished by a fine not exceeding $500 or by im-
prisonment not exceeding one year, or both.

Applications and Furnishing of Information

(e) (1) (A) The Secretary shall, subject to subparagraph (B), pre-
scribe such requirements with respect to the filing of applications,
the suspension or termination of assistance, the furnishing of other
data and material, and the reporting of events and changes in circum-
stances, as may be necessary for the effective and efficient administra-
tion of this title.

(B) The requirements, prescribed by the Secretary pursuant to,
subparagraph (A) shall require that eligibility for benefits under this
title will not be determined solely on the basis of declarations by the
applicant concerning eligibility factors or other relevant facts, and
that relevant information will be verified from independent or col-
lateral sources and additional information obtained as necessary in
order to assure that such benefits are only provided to eligible indi-
viduals (or eligible spouses) and that the amounts of such benefits are
correct,

(2) In case of the failure by any individual to submit a report of
events and changes in circumstances relevant to eligibility for or
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amount of benefits under this title as required by the Secretary under
paragraph (1), or delay by any individual in submitting a report as
so required, the Secretary (in addition to taking any other action he
may consider appropriate under paragraph (1)) shall reduce any
benefits which may subsequently become payable to such individual

___ under this title by-
(A) $25 in the cam of the first such failure or delay,
(B) $50 in the case of the second such failure or delay, and
(C) $100 in the case of the third or a subsequent such failure

or delay,
except where the individual was without fault or good cause for such
failure or delay existed.

Furnishing of Information by Other Agencies

(f) The head of any Federal agency shall provide such informa-
tion as the Secretary needs for purposes of determining eligibility for
or amount of benefits, or verifying other information with respect
thereto.

Reimbursement to States for Interim Assistance Payments
(g) (1) Notwithstanding subsection (d) (1) and subsection (b) as

it relates to the payment of less than the correct amount of benefits,
the Secretary may, upon written authorization by an individual, with-
hold benefits due with respect to that individual and may pay to a
State (or a political subdivision thereof if agreed to by the Secretary
and the State) from the benefits withheld an amount sufficient to reim-
burse the State (or political subdivision) for interim assistance
furnished on behalf of the individual by the State (or political
subdivision).

(2) For purposes of this subsection, the term "benefits" with respect
to any individual means supplemental security income benefits under
this title, and any State supplementary payments under section 1616
or under section 212 of Public Law 98-60 which the Secretary makes
on behalf of a State (or political subdivision thereof), that the Secre-
tary has determined to be due with respect to the individual at the
time the Secretary makes the first payment of benefits. A cash advance
made pursuant to subsection (a) (4) (A) shall not be considered as the
first payment of benefits for purposes of the preceding sentence.

(8) For purposes of this subsection, the term "interim assistance"
with respect to any individual means assistance financed from State
or local funds and furnished for meeting basic needs during the period,
beginning with the month in which the individual filed an application
for benefits (as defined in paragraph (2)), for which he was eligible
for such benefits.
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(4) In order for a State to receive reimbursement under the pro,

visions of paragraph (1), the State shall have in effect an agreement
with the Secretary which shall provide-

(A) that if the Secretary makes payment to the State (or a
political subdivision of the State as provided for under the agree-
ment) in reimbursement for interim a ce (a defined in
paragraph (8)) for any individual in an amount greater than
the reimbursable amount authorized by paragraph (I), the State
(or political subdivision) shall pay to the individual the balance
of such payment in excess of the reimbursabl6 amount as expedi-
tiously as possible, but in any event within ten working days or
a shorter period specified in the agreement; and

(B) that the State will comply with such other rules as the
Secretary finds necessary to achieve efficient and effective admin.
istration of this subsection and to carry out the purposes of the
program established by this title, including protection of hearing
rights for any individual aggrieved by action taken by the State
(or political subdivision) pursuant to this subsection.

(5) The provisions of subsection (o) shall not be applicable to any
disagreement concerning payment by the Secretary to a State pur-
suant to the preceding provisions of this subsection nor the amount
retained by the State (or political subdivision).

(6) The provisions of this sulbsection shall expire on June 80,1976.
At least sixty days prior to such expiration date, the Secretary shall
submit to Congress a report asessing the effeats of actions taken pur-
suant to this subsection, including the adequacy of interim assistance
provided and the efficiency and effectiveness of the administration of
such provisions. Such report may include such recommendations as the
Secretary deems appropriate.

Penalties for Fraud

See. 1632. Whoever-
(1) knowingly and willfully makes or causes to be made any

false statement or representation of a material fact in any appli-
cation for any benefit under this title,

(2) at any time knowingly and willfully makes or causes to be
made any false statement or representation of a material fact for
use in determining rights to any such benefit,

(8) having knowledge of the occurrence of any event affecting
(A) his initial or continued right to any such benefit, or (B) the
initial or continued right to any such benefit of any other indi-
vidual in whose behalf he has applied for or is receiving such
benefit, conceals or fails to disclose such event with an intent
fraudulently to secure such benefit either in a greater amount or
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quantity than is due or when no such benefit is authorized, or-
(4) having made application to receive any such benefit for

the use and benefit of another and having received it, knowingly
and willfully converts such benefit or any part thereof to a use
other than for the use and benefit of such other person,

shall be guilty of a misdemeanor and upon conviction thereof shall
_. be fined not more than $1,000 or imprisoned for not more than one

year, or both.
Administration

Sec. 1633. (a) Subject to sulbection (b), the Secretary may make
such administrative and other arrangements (including arrvaments
for the determination of blindness and disability under section 1614 (a)
(2) and (8) in the same manner and subject to the sam conditions as
provided with respect to disability determinations under section 221)
as may be necessary or appropriate to carry out his functions under
this title

(b) In determining, for purposes of this title, whether an individual
is blind, there shall be an examination of such individual by a physi-
cian skilled in the diseases of the eye or by an optometrist, whichever
the individual may select.

Determinations of Medicaid Eligibility

Sec. 1634. The Secretary may enter into an agreement with any
State which wishes to do su under which he will determine eligibility
for medical assistance in the case of aged, blind, or disabled individ-
uals un'er such State's plan approved under title XIX. Any such
agreement shall provide for payments by the State, for use by the
Secretary in carrying out the agreement, of an amount equal to one-
half of the cost of carrying out the agreement, but in computing such
cost with respect to individuals eligible for benefits under this title,
the Secretary shall include only those costs which are additional to
the costs incurred in carrying out this title.



TITLE XVI--GRANTS FOR PLANNING COMPREHENSIVE
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Authorization of Appropriations

Section 1701. For the purpose of assisting the States (including the
District of Columbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa) to plan for and take other steps
leading to comprehensive State and community action to combat
mental retardation, there is authorized to be appropriated the sum
of $2,200,000. There are also authorized to be appropriated, for amist-
ing such States in initiating the implementation and carrying out of
planning and other steps to combat mental retardation, $2,750,000 for
the fiscal year ending June 80, 196, and $2,750,000 for the fiscal year
ending June 80,1967.

Grants to States

Sec. 1702. The sums appropriated pursuant to the first sentence
of section 1701 shall be available for grants to States by the Secretary
during the fiscal year ending June 80, 1964, and the succeeding fiscal
year; and the sums appropriated pursuant to the second sentence of
such section for the fiscal year ending June 80,1966, shall be available
for such grants during such year and the next two fiscal years, and
sums appropriated pursuant thereto for the fiscal year ending June 80,
1982, shall be available for such grants during such year and the suc-
ceeding fiscal year. Any such grant to a State, which shall not ex-
ceed 75 per centum of the cost of the planning and related activities

oo- involved, may be used by it to-determine what action is needed to
combat mental retardation in the State and the resources available for
this purpose, to develop public awareness of the mental retardation
problem and of the need for combating it, to coordinate State and lo-
cal activities relating to the various aspects of mental retardation and
its prevention, treatment, or amelioration, and to plan other activities
leading to comprehensive State and community action to combat men-
tal retardation.
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Applications

Sec. 1703. In order to be eligible for a grant under section 170% a
State must submit an application therefor which-

(1) dsignats or establishes a single State agency, which may
be an interdepartmental agency, s the sole agency for carrying
out the purposes of this title;

(2) indicates the manner in which provision will be made to
assure full consideration of all aspects of services essential to plan-
infor comprehensive State and community action to combat

mental retardation, including services in the fields of education,
employment, rehabilitation, welfare, health, and the law, and
services provided through community programs for and institu-
tions for the mentally retarded;

(8) sets forth its plan for expenditure of such grant, which
planm provide reasonable assurance of carrying out the purposes
of this title;

(4) provides for submission of a final report of the activities
of the State agency in carrying out the purposes of this title, and
for submission of such other reports, in such form and containing
such information, as the Secretary may from time to time find
necessary for carrying out the purposes of this title and for keep-
Ing such records and affording such access thereto as he may find
necessary to assure the correctness and verification of such re
ports; and

(5) provides for such fiscal control and fund accounting pro-
cedures as may be necessary to assure proper disbursement of and
accounting for funds paid to the State under this title.

Payments
Sec. 1704. Payment of grants under this title may be made (after

necessary adjustment on account of previously made underpayments
or overpayments) in advance or by way of reimbursement, and in such
installments and on such conditions, as the Secretary may determine.

894



TITLE XVIII-HEALTH INSURANCE FOR THR AGED AND
DISABLED

Sec. 1801. Prohibition Against, Any Federal Interference ......... 397
Se& 1802. Free Choice bY Patient Guaranteed . . .......... . 397
Sem 1803. Option to Individuals To Obtain Other 1feadth Insuranc Pro.

section ................ 897
PAr A-HoarrAL Isvwcu Balams Pon iUs Aoun amw DhAsuLn

Sm 811. o........o.o ....... .. 39?
Sm1812. Soope o Benefits .................. . .

(a) Services Included ................................ 397
(b) Service E excluded ................................ 308
(o) Limitation on Psychiatric Hosp1tal Service .......... 398
(d) limitation on Pset-Hospital Home Health Services... M98
(e) Service Not Taken Into Account for Purposes of Limit.-

t l on....................... 399
( Term Defined in Set inon 181 ..................... 399

Sem, 1813. Deductibles and am"" ---....... 399
(a) Reduction for Inpatient Hospital Deductible and Co.

Insurance Amounts ....................... 390
(b) Amount of Inpatient Hospital Deductible ............ 400

Sec. 1814. Conditions of and Limitations on Payment for Services ....... 400
(I Requirement of Requests and Certifications .......... 400

Amount Paid to Providers ......................... 403
No Payments to Federal Providers of 8ervioe ........ 403
Payments for Emergeny Hospital Service.........404
Payment for Inpatient Hoospitil Services Prior to Notifl.

cation of Nonegibily .................... 405
()Payment for Certan InpatentHsia Services Fur-

nishe Outside tise United States..............--- 405
(g) Pyment for Servces of a Physician Rendered In a

Tealkong Hospital ............................. 406
() Payment for Posthospital Extended Care Services..... 406
(I) Payment for Posthosptal Home Health Services ...... 407

Set 1815. Payment to Providers of Servioes. -------- 408
a isle.11. Use of Public Agencies or Private Organistions To Facilite

Payment to Prob ldes of Services ......................... 408
Seo. 1817. Fedea Hospital Insurance Trust Fund ..................... 410
Se. 1818. Hospital lsuranoe Benefits for Uninsured Individuals Not

O rwie Eigible ---------- f414

PAs? B-SU'•uLMnMART MaDicAL INsuRAmC BxNaurm Pon 13s
o Aou AMO Dis~unmn

Sec 1831. EstablIshment of Supplementary Medical Insurance Program
for the Aged and the Disabled. - ................ 415

Sec 1882. Scope of Benefits .................. ........... 416
Se 1833. Payment of Bqnefits .................. 416

em 1834. Limitation on Home Health Services ..... 419
Sec. 1835. Procedure for Payment of Claims of Providers of Wvloe..... 419
Se 1836. El;Wible Individuals ............................. 422
Sec. 1837. Enrollment Periods. ........................... 422
Sm. 1838. Coverg Period ............................... 424
Sec. 1839. Amounts of Premiums ......................... 426
Seo. 1840. Payment of Premiums ........................... 429

The8 table ot contents does not spear ts the law.
(395)

44--.7 *-IN4 0 - TS - U



89"

Secr 1841. Federal Supplementary Medical Insurance Trust Fund .......
em 1842. Use of CarWers for Administration Of Benefits ...............

Sec. 1843. State Agreements for Coveras of Eligible Indlivduals Who Are
Receiving Money Payments Under Public Assistance Pro.
grams (or Are ElVlble for Medical Assistance)...... -

Sec. 1844. AproriationsTo Cover Government Contributions andonatunmeor Reserve -----------------------------------

PART C-MsaBuANCzous PROVISIONS
Se& 1861. Definition of Services, Institutions, etc... ...........

(a~ of Ilnewss-----------------------------1 S p e U o . . . ." 
" ; " . . . .

(blnpatient Hospital Services.. . ............
Inpatient _Pychiatric Hospital Services .............
Inpatient Tuberculosis Hospital Services. ...........

(e Hospital ............................
Psychistric I rpital. .......... .......11r618 Hospital ............................

I E x t e n d e d C ar e S ta r d o . . .------------- . . . . . . . . . . ..-
) Post-Hospital Extended Care Services ..............

Skilled Nursing Facility ..........................
) Utilisatlon Review ..................

0) AgVements for Transfer Between Skilled Nursing
Facllitles and Hospitals ........................im) Home Health Services ...................

n) Post-Hospltal Home Health Services ...............
(o Home Hudth Aenoy ................

Outpatient Phsycal Therapy Services..........q. Physcia s ...ervce.....................Physicians... ..................

Medical and Other Health Services ................
(t Drugs and Biologicals.. ...............
u Provider of Services ..............................
1v Reasonable Cost .................................
(w) Arrangement. for Certain Servioes ...........
(x State and United States ------------------

Post.Hospital Extended Care In Christian Science
Skilled Nursing Facilities.. ............

(s) Institutional Planing. .. ..............
Sec. 1862. Exclusions From Coverage-..................
Sec. 1863. Consultation With State Agencies and Other Organizations To

Develop Conditions of Participation for Providers of Services.
Sec. 1864. Use of State Agencies To Determine Compliance by Providers

of Services With Conditions of ParticipaUon --------------
See. 1865. Effect of Accreditation.........................
Sec. 1866. Agreements With Providers of Services ......................
Sec. 1867. Health Insurance Benefits Advisory Council ..................See, 1863. WR~epealed.)

t. 1869. Determinations; Ap als.W - --------
Sec. 1q70. Overpayment. on half of Individuals and Settlement of

Claims for Benefits on Behalf of Deceased Individuals .......
See. 1871. Regulations ...............................
Sec. 1872. Application of Certain Provisions of Title II ------------
Sec. 1873. Designation of Organisation or Publication by Name-------
Sec. 1874. Administration ------------------------------
Sec. 1875. Studies and Recommendations --------------------
Sec. 1876. Payments to Health Maintenance Organizations ........
Sec. 1977. Penalties..................................
Sec. 1878. Provider Reimbursement Review Board...........
Sec. 1879. Limitation on Liability of Beneficiary Where Medicare Claims

Are Disallowed ----------------------------

431
438

438

441

442
442
442
4"3
443
443
"45
446
447
447
448
450

451
452
453
453
454
455
455
4568
458
458
458
462
483

483
484
484

488

488
470
411
475

478

477
4W
480
481
481
481
482
491
492

494



Sec. 1812(s)

Prohibition Against Any Federal Interference

Section 1801. Nothing in this title shall be construed to authorize any
Federal officer or employee to exercise any supervision or control over
the practice of medicine or the manner in which medical services are
provided, or over the selection, tenure, or compensation of any officer

__ or employee of any institution, agency, or person providing health
services; or to exercise any supervision or control over the administra-
tion or operation of any such institution, agency, or person.

Free Choice by Patient Guaranteed

Sec. 1802. Any individual entitled to insurance benefits under this
title may obtain health services from any institution, agency, or per-
son qualified to participate under this title if such institution, agency,
or person undertakes to provide him such services.

Option to Individuals To Obtain Other Health Insurance
Protection

Sec. 1803. Nothing contained in this title shall be construed to
preclude any State from providing, or any individual from purchas-
ing or otherwise securing, protection against the cost of any health
services.

Part A-Hospital Insurance Benefits for the Aged and Disabled
Description of Program

Sec. 1811. The insurance program for which entitlement is estab-
lished by section 22M provides basic protection against the costs of
hospital and related post-hospital services in accordance with this part
for (1) individuals who are age 65 or over and are entitled to retire-
ment benefits under title II of this Act or under the railroad retire-
ment system and (2) individuals under age 65 who have been en-
titled for not less than 24 consecutive months to benefits under title
II of this Act or under the railroad retirement system on the basis of
a disability.

Scope of Benefits

Sec. 1812 (a) The benefits provided to an individual by the insur-
ance program under this part shall consist of entitlement to have pay-
ment made on his behalf or, in the case of payments referred to in
section 1814(d) (2) to him (subject to the provisions of this part)
for-

(1) inpatient hospital services for up to 150 days during any
spell of illness minus one day for each day of inpatient hospital



services in excess of 90 received during any preceding spell of ill-
news (if such individual was entitled to have payment for such
services made under this part unless he specifies in accordance
with regulations of the Secretary that he does not desire to have,
such payment made);

(9) post-hospital extended care services for up to 100 days
during any spell of illness; and

(8) post-hospital home health services for up to 100 visits (dur.
ing the one-year period described in section 1861(n)) after the
beginning of one spell of illness and before the beginning of the
next.

(b) Payment under this part for services furnished an individual
during a spell of illness may not (subject to subsection (c)) be made
for-

(1) inpatient hospital services furnished to him during such
spell after such services have been furnished to him for 150 days
during such spell minus I day for each day of inpatient hospital
services in excess of 90 received during any preceding spell of
illness (if such individual was entitled to have payment for such
services made under this part unless he specifies in accordance
with regulations of the Secretary that he does not desire to have
such payment made);

(2) post-hospital extended care services furnished to him dur-
ing such spell after such services have been furnished to him for
100 days during such spell; or -,

(8) inpatient psychiatric hospital services furnished to him
after such services have been furnished to him for a total of 190
days during his lifetime.

(c) If an individual is an inpatient of a psychiatric hospital on the
first day of the first month for which he is entitled to benefits under
this part, the days on which he was an inpatient of such a hospital in
the 150-day period immediately before such first day shall be included
in determining the number of days limit under subsection (b) (1) in-
sofar as such limit applies to (1) inpatient psychiatric hospital serv-
ices, or (2) inpatient hospital services for an individual who is an
inpatient primarily for the diagnosis or treatment of mental illness
(but shall not be included in determining such number of days limit
insofar as it applies to other inpatient hospital services or in deter-
mining the 190-day limit under subsection (b) (8)).

(d) Payment under this part may be made for post-hospital home
health services furnished an individual only during the one-year
period described in section 1861(n) following his most recent hospital
discharge which meets the requirements of such section, and only for
the first 100 visits in such period. The number of visits to be charged
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for purposes of the limitation in th. preceding sentence, in connection
with items or services described in section 1881(m), shall be deter-
mined in accordance with regulations

(e) For purposes of subsections (b), (c), and (d), inpatient hos-
pital services, Inpatient psychiatric hospital services, post-hospital ex-
tended care services, and posto-hospital home health services shall be
taken into account only if payment is or would be, except for this sec-
tion or the failure to comply with the request and certification require.
ments of or under section 1814(a), made with respect to such services
under this part

(f) For definition of "spell of illness", and for definitions of other
terms used In this part, see section 1861.

Deductibles and Coinsurance

See. 1813 (a) (1) The amount payable for inpatient hospital services
furnished an individual during any spell of Illness shall be reduced
by a deduction equal to the inpatient hospital deductible or, if less,
the charges imposed with respect to such individual for such services,
except that, if the customary charges for such services are greater
than the charges so imposed, such customary charges shall be con-
sidered to be the charges so imposed. Such amount shall be further
reduced by a coinsurance amount equal to-

(A) one-fourth of the inpatient hospital deductible for each day
(before the 91st day) on which such individual is furnished such
services during such spell of illness after such services have been
furnished to him for 60 days during such spell; and

(B) one-half of the inpatient hospital deductible for each day
(before the day following the last day for which such individual
is entitled under section 1812(a) (1) to have payment made on
his behalf for inpatient hospital services during such spell of
illness) on which such individual is furnished such services dur-
ing such spell of illness after such services have been furnished
to him for 90 days during such spell;

except that the reduction under this sentence for any day shall not ex-
ceed the charges imposed for that day with respect to such individual
for such services (and for this purpose, if the customary charges for
such services are greater than the charges so imposed, such custonmry
charges shall be considered to be the charges so imposed).

(2) The amount payable to any provider of services under this part
for services furnished an individual during any spell of illness shall
be further reduced by a deduction equal to the cost of the first three
pints of whole blood (or equivalent quantities of packed red blood
cells, as defined under regulations) furnished to him as part of such
services during such spell of illness.
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(8) The amount payable for post-hospital extended care services
furnished an individual during any spell of illness shall be reduced by
a coinsurance amount equal to one-eighth of the inpatient hospital
deductible for each day (before the 101st day) on which he is fur-
nished such services after such services have been furnished to him for
20 days during such spell.

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

(2) The Secretary shallbetween July 1 and October 1 of 1968, and
of each year thereafter, determine and promulgate the inpatient hos-
pital deductible which shall be applicable for the purposes of subsec-
tion (a) in the cam of any spell of illness beginning during the suc-
ceeding calendar year. Such inpatient hospital deductible shall be equal
to $40 multiplied by the ratio of (A) the current average per diem rate
for inpatient hospital services for the calendar year preceding the
promulgation, to (B) the current average per diem rate for such serv-
ices for 1986. Any amount determined under the preceding sentence
which is not a multiple of $4 shall be rounded to the nearest multiple
of $4 (or, if it is midway between two multiples of $4, to the next
higher multiple of $4). The current average per diem rate for any
year shall be determined by the Secretary on the basis of the best in-
formation available to him (at the time the determination is made) as
to the amounts paid under this part on account of inpatient hospital
services furnished during such year, by hospitals which have agree-
ments in effect under section 1866, to individuals who are entitled to
hospital insurance benefits under section 226, plus the amount which
would have been so paid but for subsection (a) (1) of this section.

Conditions of and Limitations on Payment for Services

Requirement of Requests and Certifatlons

Sec. 1814. (a) Except as provided in subsections (d) and (g) and
in section 1876, payment for services furnished an individual may be
made only to providers of services which are eligible therefor under
section 1866 and only if-

(1) written request, signed by such individual, except in cases
in which the Secretary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner,
and by such person or persons as the Secretary may by regulation
prescribe, no later than the close of the period of 8 calendar years
following the year in which such services are furnished (deem-
ing any services furnished in the last 8 calendar months of any
calendar year to have been furnished in the succeeding calendar
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year) except that where the Secretary deems tha efficient admin-
istration so requires, such period may be reduced to not les than
calendar year;

(2) physician certifies and recertiflee, where such services
ar furnished over a period of time, in such cases, with such fre-
quency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulations,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th
day of such period) that-

(A) in the case of inpatient psychiatric hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
psychiatric treatment of an individual; and (i) such treat-
ment can or could reasonably be expected to improve the
condition for which such treatment is or was necessary or
(Hi) inpatient diagnostic study is or was medically required
and such services are or were necessary for such purposes;

(B) in the case of inpatient tuberculosis hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the treat.
ment of an individual for tuberculosis; and such treatment
can or could reasonably be expected to (I) improve the con-
dition for which such treatment is or was necessary or (ii)
render the condition noncommunicable;

(C) in the case of post-hospital extended care services,
such services are or were required to be given because the
individual needs or needed on a daily basis skilled nursing
care (provided directly by or requiring the supervision of
skilled nursing personnel) or other skilled rehabilitation
services, which as a practical matter canwonly be provided in
a skilled nursing facility on an inpatient basis, for any of
the conditions with respect to which he was receiving in-
patient hospital services (or services which would constitute
inpatient hospital services if the institution met the require-
ments of paragraphs (6) and (9) of section 1861(a)) prior
to transfer to the skilled nursing facility or for a condition
requiring such extended care services which arose after such
transfer and while he was still in the facility for treatment
of the condition or conditions for which he was receiving such
inpatient hospital services;

(D) in the case of post-hospital home health services, such
services are or were required because the individual is or was
conflnel to his home (except when receiving items and serv-
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ices referred to in section 1861(m)( M) and needed skilled
nursing care on an intermittent basis, or physical or speech
therapy, for any of the conditions with respect to which he
was receiving inpatient hospital services (or services which
would constitute inpatient hospital services if the institution
met the requirements of paragraphs (6) and (9) of section
1861 (a)) or post-hospital extended care services; a plan for
furnishing such services to such individual has been estab-
lished and is periodically reviewed by a physician; and such
services are or were furnished while the individual was under
the care of a physician; or

(H) in the case of inpatient hospital services in connection
with the care, treatment, filling, removal, or replacement of
teeth or structures directly supporting teeth, the individual,
because of his underlying medical condition and clinical
status, requires hospitalization in connection with the provi.
sion of such dental services;

(8) with respect to inpatient hospital services (other than in.
patient psychiatric hospital services and inpatient tuberculosis
hospital services) which are furnished over a period of time, a
physician certifies that such services are required to be given on
an inpqtient basis for such individual's medical treatment, or that
inpatient diagnostic study is medically required and such services
are necessary for such purpose, except that (A) such certification
shall be furnished only in such cases, with such frequency, and
accompanied by such supporting material, appropriate to the
cases involved, as may be provided by regulations, and (B) the
first such certification required in accordance with clause (A)
shall be furnished no later than the 20th day of such period;

(4) in the case of inpatient psychiatric hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
(A) intensive treatment services, (B) admission and related serv-
ices necessary for a diagnostic study, or (C) equivalent services;

(5) in the case of inpatient tuberculosis hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
treatment which could reasonably be expected to (A) improve his
condition or (B) render it noncommunicable;

(6) with respect to inpatient hospital services furnished such
individual after the 20th day of a continuous period of such serv-
ices and with respect to post-hospital extended care services fur-
nished after such day of a continuous period of such services as
may be prescribed in or pursuant to regulations, there was not in
effect, at the time of admission of such individual to the hospital
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or skilled nursing facility, as the can may be, a decision under
section 1868(d) (based on a finding that ti "liation review of
long-stay cases is not being made in such hospital or facility);
and

(7) with respect to inpatient hospital services or post-hospital
extended care services furnished such Individual during a oon.
tinuous period, a finding has not been made (by the physician
members of the committee or group, as described in section
1861(k) (4), including any finding made in the course of a ample
or other review of admissions to the institution) pursuant to the
system of utilization to review that further inpatient hospital
services or further post-hospital extended care services, as the
case may be, are not medically necesary; except that, if such a
finding has been made, payment may be made for such services
furnished before the 4th day after the day on which the hospital
or skilled nursing facility, as the case may be, received notice of
such finding.

To the extent provided by regulations, the certification and recertifica.
tion requirement. of paragraph (9) shall be deemed satisfied where,
at a later dat, a physician makes certification of the kind provided in
subparagraph (A), (B), (C1), (D), or (E) of paragraph (B) (which-
ever would have applied), but only where such certification is acom-
panied by such medical and other evidence u may be required by such
regulations.

Ausst PaM to ftvikr

(b) (1) The amount paid to any provider of services with respect
to services for which payment may be made under this part shall,
subject to the provisions of section 1818, be-

(1) the lower of (A) the reasonable cost of such services as
determined under section 1861(v), or (B) the customary charges
with respect to such services; or

(2) if such services are furnished by a public provider of
services free of charge or at nominal charges to the public, the
amount determined on the basis of those items (specified in regu-
lations prescribed by the Secretary) included in the determination
of such reasonable cost which the Secretary finds will provide
fair compenation to such provider for such services.

No PYmeNtS to Fedead P"ml6" of Srwlae
(c) No payment may be made under this part (except under subsec-

tion (d)) to any Federal provider of services, except a provider of
services which the Secretary determines is providing services to the
public generally as a community institution or agency; and no such
payment may be made to any provider of services for any item or
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service which such provider is obligated by a law of, or a contract with,
the United State to render at public expense.

Pqets tot f mor gs HIpta 8.ics
(d) (1) Payments shall also be made to any hospital for inpatient

hospital services furnished in a calendar year by the hospital or
under arrangements (as defined in section 1861(w)) with it, to an indi-

•- vidual entitled to hospital insurance benefits under section 2 even
though such hospital does not have an agreement in effect under this
title if (A) such services were emergency services, (B) the Secretary
would be required to make such payment if the hospital had such an
agreement in effect and otherwise met the conditions of payment here-
under, and (C) such hospital has elected to claim payments for all
such inpatient emergency services and for the emergency outpatient
services referred to in section 188I(b) furnished during such year.
Such payments shall be made only in the amounts provided under sub-
section (b) and then only if such hospital agrees to comply, with
respect to the emergency services provided, with the provisions of
section 1866(a).

(2) Payment may be made on the basis of an itemized bill to an
individual entitled to hospital insurance benefits under section 226 for
services described in paragraph (1) which are emergency services if
(A) payment cannot be made under paragraph (1) solely because the
hospital does not elect. to claim such payment, and (B) such individual
files application (submitted within such time and in such form and
manner and by such person, and containing and supported by such
information as the Secretary shall by regulations prescribe) for
reimbursement.

(3) The amounts payable under the preceding paragraph with re-
spect to services described therein shall, subject to the provisions of
section 1818, be equal to 60 percent of the hospital's reasonable charges
for routine services furnished in the accommodations occupied by the
individual or in semiprivate accommodations (as defined in section
1861(v) (4)), whichever is less, plus 80 percent of the hospital's rea-
sonable charges for ancillary services. If separate charges for routine
and ancillary services are not made by the hospital, reimbursement
may be based on two-thirds of the hospital's reasonable charges for the
services received but not to exceed the charges which would have been
made if the patient had occupied semiprivate accommodations. For
purposes of the preceding provisions of this paragraph, the term "rou-
tine services" shall mean the regular room, dietary and nursing serv-
ices, minor medical and surgical supplies, and the use of equipment and
facilities for which a separate charge is not customarily made; the
term "ancillary services" shall mean those special services for which
charges are customarily made in addition to routine services.
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Nyet oW Ihmptient Hosital Sw Prior to Notileati of Nomalgibt7
(e) Notwithstanding that an indiivdual is not entitled to have pay-

ment made under this part for inpatient hospital services furnished
by any hospital, payment shall be made to such hospital (unleo it
elects not to receive such payment or, if payment has already been
made by or on behalf of such individual, fails to refund such payment
within the time specified by the Secretary) for such services which
are furnished to the individual prior to notification to such hospital
from the Secretary of his lack of entitlement, if such payments are
precluded only by reason of section 1812 and If such hospital complies
with the requirements of and regulations under this title with respect
to such payments, has acted in good faith and without knowledge of
such lack of entitlement, and has acted reasonably in assuming entitle-
ment cxia . Payment under the preceding sentence may not be made
for the services furnished an individual pursuant to any admi*on
after the Oth elapsed day (not including as an elapsed day Saturday,
Sunday, or legal holiday) after the day on which such admiuaon
occurred.

Psqueut for Certain Inlutent HOspital Servim Furnshed Outside the
United States

(f) (1) Payment shall be made for inpatient hospital services fur-
nished to an individual entitled to hospital insurance benefits under
section 22 by a hospital located outside the United States, or under
arrangements (as defined in section 1861(w)) with It, if-

(A) such individual is a resident of the United States, and
(B) such hospital was closer to, or substantially more acces.

sible from, the residence of such individual than the nearest hos-
pital within the United States which was adequately equipped
to deal with, and was available for the treatment of, such indi.
vidual's illness or injury.

(2) Payment may also be made for emergency inpatient hospital
services finished to an individual entitled to hospital insurance bene.

. fits under section 228 by a hospital located outside the United States

(A) such individual was physically present-
(i) in a place within the United States; or
(ii) at a place within Canada while traveling without un-

reasonable delay by the most direct route (as determined by
the Secretary) between Alaska and another State;

at the time the emergency which necessitated such inpatient hos-
pital services occurred, and

(B) such hospital was closer to, or substantially more acces-
sible from, such place than the nearest hospital within the United



States which was adequately equipped to deal with, and was avail-
able for the treatment of, such individual's illnsm or Injury.

(8) Payment shall be made in the amount provided under sub-
section (b) to any hospital for the inpatient hospital services de-
scribed in paragraph (1) or (9) furnished to an individual by the
hospital or under arrangements (as defined in section 1801(w)) with

J- it if (A) the Secretary would be required to make such payment if
•- the hospital had an agreement in effect under this title and otherwise

met the conditions of payment hereunder, (B) such hospital elects
to claim such payment, and (C) such hospital agrees to comply, with
respect to such services, with the provisions of section 1866(a).

(4) Payment for the inpatient hospital services described in para-
graph (1) or (2) furnished to an individual entitled to hospital insur-
ance benefits under section 226 may be made on the basis of an itemized
bill to stch individual if (A) payment for such services cannot be
made under paragraph (8) solely because the hospital does not elect
to claim such payment, and (B) such individual files application
(submitted within such time and in such form and manner and by
such person, and continuing and supported by such information as
the Secretary shall by regulations prescribe) for reimbursement. The
amount payable with respect to such services shall, subject to the
provisions of section 1818, be equal to the amount which would be
payable under subsection (d) (8).

Payment for Services of a Phylcian Rendered in a Teaching Hospital
(g) For purposes of services for which the reasonable cost thereof

is determined under section 1861(v) (1) (D), payment under this part
shall be made to such fund as may be designated by the organized
medical staff of the hospital in which such services were furnished or,
if such services were furnished in such hospital by the faculty of a
medical school, to such fund as may be designated by such faculty,
but only if-

(1) such hospital has an agreement with the Secretary tinder
section 1866, and

(2) the Secretary has received written assurances that (A)
such payment will be used by such fund solely for the improve-
ment of care of hospital patients or for educational or charitable
purposes and (B) the individuals who were furnished such serv-
ices or any other persons will not be charged for such services (or
if charged, provision will be made for return of any moneys
incorrectly collected).

Payment for Poethospital Extended Care Servies
(h) (1) An individual shall be presumed to require the care spec-

ified in subsection (a) (2) (C) of this section for purposes of making
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payment to an extended care facility (subject to the provisions of
section 1812) for posthospital extended care services which are fur-
nished by such facility to such individual if-

(A) the certification referred to in subsection (a) (2) (0) of
this section is submitted prior to or at the time of admission of
such individual to such extended care facility,

(B) such certification states that the medical condition of the
~individual is a condition designated in regulations,

(0) such certification is accompanied by a plan of treatment
for providing such services, and

(D) there is compliance with such other requirements and pro-
cedures as may be specified in regulations,

but only for services furnished during such limited periods of time
with respect to such conditions of the individual as may be prescribed
in regulations by the Secretary, taking into account the medical se-
verity of such conditions, the degree of incapacity, and the minimum
length of stay in an institution generally needed for such conditions,
and such other factors affecting the type of cam to be provided as
the Secretary deenms pertinent.

(9) If the Secretary determines with respect to a physician that
such physician is submitting with some frequency (A) erroneous cer-
tifications that individuals have conditions designated in regulations
as provided in this subsection or (B) plans for providing services
which are inappropriate, the provisions of paragraph (1) shall not
apply, after the effective date of such determination, in any case in
which such physician submits a certification or plan referred to in sub-
paragraph (A), (B),or (C) of paragraph (1).

Payment ior Posthospital Home Health Services
(i) (1) An individual shall be presumed to require the services

specified in subsection (a) (2) (D) of this section for purposes of mak-ing payment to a home health agency (subject to the provisions of
section 1812) for posthospita) home health services furnished by such

.. agency to such individual if-
(A) the certification and plan referred to in subsection (a) (2)

(D) of this section are submitted in timely fashion prior to the
first visit by such agency,

(B) such certification states that the medical condition of the
individual is a condition designated in regulations, and

(C) there is compliance with such other requirements and
procedures may be specified in regulations,

but only for services furnished during such limited numbers of visits
with respect to such conditions of the individual as may be prescribed
in regulations by the Secretary, taking into account the medical sever-



ity of such conditions, the degree of incapacity, and the minimum
period of home confinement generally needed for such conditions, and
such other factors affecting the type of care to be provided as the
Secretary deems pertinent.

(R) If the Secretary determines with respect to a physician that
such physician is submitting with some frequency (A) erroneous cer-
tifications that individuals have conditions designated in regulations
as provided in this subsection or (B) plans for providing services
which are inappropriate, the provisions of paragraph (1) shall not
apply after the effective date of such determination, in any cam in
which such physician submits a certification or plan referred to in
subparagraph (A) or (B) of paragraph (1).

Payment to Providers of Services

See. 1815. The Secretary shall periodically determine the amount
which should be paid under this part to each provider of services with
respect to the services furnished by it, and the provider of services
shall be paid, at such time or times as the Secretary believes appro-
priate (but not less often titan monthly) and prior to audit or settle-
ment by the General Accounting Office, from the Federal Hospital
Tnsurance Trust Fund, the amounts so determined, with necessary ad-
justments on account of previously made overpayyments or underpay.
ments; except that no such payments shall be made to any provider
unless it has furnished such information as the Secretary may request
in order to determine the amounts due such provider under this part
for the period with respect to which the amounts are being paid or
any prior period.

Use of Public Agencies or Private Organizations To Facilitate
Payment to Providers of Services

See. 1816. (a) If any group or association of providers of services
wishes to have payments under this part to such providers made
through a national, State, or other public or private agency or orga-
nization and nominates such agency or organization for this purpose,
the Secretary is authorized to enter into an agreement with such
agency or organization providing for the determination by such
agency or organization (subject to the provisions of section 1878 and
to such review by the Secretary as may be provided for by the agree-
ment) of the amount of the payments required pursuant to this part
to be made to such providers, and for the making of such payments
by such agency or organization to such providers. Such agreement
may also include provision for the agency or organization to do all
or any part of the following: (1) to provide consultative services to
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institutions or agencies to enable them to establish and maintain ficca
records necessary for purposes of this part and otherwise to qualify
as hospitals extended care facilities, or home health agencies, and (B)
with respect to the providers of services which are to receive payments
through it (A) to serve as a center for, and communicate to provide,
any information or Instructions furnished to it by the Secretary, and

. serve as a channel of communication from providers to the Secretary;
*""(B) to make such audits of the records of providers as may be neces.

sary to insure that proper payments are made under this part; and
(0) to perform such other functions as are necessary to carry out this
subsection

(b) The Secretary shall not enter into an agreement with any
agency or organization under this section unless (1) he finds (A) that
to do so is consistent with the effective and efficient administration of
this part, and (B) that such agency or organization is willing and able
to assist the providers to which payments are made through it under
this part in the application of safeguards against unnecessary utili3a-
tion of services furnished by them to individuals entitled to hospital
insurance benefits under section 22•, and the agreement provides for
such assistance, and (2) such agency or organization agrees to furnish
to the Secretary such of the information acquired by it in carrying out
its agreement under this section as the Secretary may find necessary
in performing his functions under this part.

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

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

(1) by the agency or organization which entered Into such
agreement at such time and upon such notice to the Secretary,
to the public, and to the provider as may be provided in regula.
tions, or

(9) by the Secretary at such time and upon such notice to the
agency or organization, to the providers which have nominated it
for purposes of this section, and to the public, as may be provided
in regulations, but only if he finds, after reasonable notice and
opportunity for hearing to the agency or organization, that (A)
the agency or organization has failed substantially to carry out
the agreement, or (B) the continuation of some or all of the func-
tions provided for in the agreement with the agency or organiza-
tion is disadvantageous or is inconsistent with the efficient
administration of this part.

(f) An agreement with an agency or organization under this section
may require any of its officers or employees certifying payments or
disbursing funds pursuant to the agreement, or otherwise participating
in carrying out the agreement, to give surety bond to thIe United States
in such amount as the Secretary may deem appropriate.

(g) (1) No individual designated pursuant to an agreement under
this section as a certifying officer shall, in the absence of gross negli-
gence or intent to defraud the United States, be liable with respect to
any payments certified by him inder this section.

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

(8) No such agency or organization shall be liable to the United
States for any payments referred to in paragraph (1) or (2).

Federal Hospital Insurance Trust Fund

See. 1817. (a) There is hereby created on the books of the Treasury
of the United States a trust fund to be kiown as the "Federal los.
pital Insurance Trust Fund" (hereinafter in this section referred to as
the "Trust Fund"). The Trust Fund shall consist of such gifts and
bequests as may be made as provided in section 201(i) (1), and such
amounts as may be deposited in, or appropriated to, such fund as
provided in this part. There are hereby appropriated to the Trust
Fund for the fiscal year ending June 30, 1966, and for each fiscal year
thereafter, out of any moneys in the Treasuryv not otherwise appro.
printed, amounts equivalent to 100 per centum of--
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(1) the taxes Imposed by section 8101(b) and $111(b) of the

Internal Revenue Code of 1954 with respect to wages reported
to the Secretary of the Treasury or his delegate pursuant to sub-
title V of such Code after December 81, 195, as demined by
the Secretary of the Treasury by applying the applicable rates of
tax under such sections to such wages, which wages shall be car
tiffed by the Secretary of Health, Education, and Welfare on the
basis of records of wages established and maintained by the Sec-
retary of Health, Education, and Welfare in accordance with such
reports; and

(2) the taxes imposed by section 1401(b) of the Internal Rev-
enue Code of 1954 with respect to self-employment income re-
ported to the Secretary of the Treasury or his delegate on tax
returns under subtitle F of stuch Code, as determined by the Secre-
tary of the Treasury by applying the applicable rate of tax under
such section to such self-emplorment income, which self-employ.
meat income shall be certified by the Secretary of Health, Edu-
cation, and Welfare on the basis of records of self-employment
established and maintained by the Secretary of Health, Educa-
tion, and Welfare in accordance with such returns.

The amounts appropriated by the precding sentence shall be trans-
ferred from time to time from the general fund in the Treasury to the
Trust Fund, such amounts to be determined on the basis of estimates
by the Secretary of the Treasury of the taxes, specified in the preceding
sentence, paid to or deposited into the Treasury; and proper adjust-
meats shall be made in amounts subsequently transferred to the extent
prior i were in excess of or were less than the taxes specified
in such sentence.

(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the "Board of Trustees") composed of the
Secretary of the Treasury, the Secretary of Labor, and the Secretary
of Health, Education and Welfare, all ex officio. The Secretary of
the Treasury shall be the Managing Trustee of the Board of Trstees
(hereinafter in this section referred to as the "Manging Trustee").
The Commismioner of Social Security shall serve as the Secretary of
the Board of Trustees. The Board of Trustees shall meet not less fre.
quently than once each calendar year. It shall be the duty of the Board
of Trutees to-

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

of each year on the operation and status of the Trust Fund dur-
ing the preceding fiscal year and on its expected operation and
status during the current fiscal year and the next 2 fiscal years;
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(8) Report myto the Congrem whenever the oar
is of the opinion that the amount of the Trust Fund Is unduly
small; and

(4) Review the general policies followed in m the Trust
Fund, and recommend changes in such policies, including neew.
sary changes in the provisions of law which govern the way in
which the Trust Fund ias to be managed.

The report provided for in paragraph (2) shall include a statement of
the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income
to, and disbursements to be made fron, the Trust Fund during the
current fiscal year and each of the next 2 fiscal years, and a statement
of the actuarial status of the Trust Fund. Such report shall be printed
a a House document of the session of the Congress to which the report
is made.

(o) It shall be the duty of the Managing Tusteb to invest such por.
tion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the issue
price, or (2) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby
extended to authorize the issuance at par of public-debt obligations for
purchase by the Tnrst Fund. Such obligations issued for purchase by
the Trust Fund shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the basis
of market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obliga-
tions of the United States then forming a part of the public debt
which are not due or callable until after the expiration of 4 years from
the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centum, the rate
of interest on such obligations shall be the multiple of one-eighth of 1
per centum nearest such market yield. The managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest.

(d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold by
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the MAnag Trustee at the market price, and such publio-delt obli-
gations may be redeemed at par plus accrued intereeL

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

(f) (1) The Managing Tnstes is directed to pay from time to time
from the Trust Fund into the Treasury the amount estimated by him
as taxes imposed under section 8101(b) which are subject to refund
under section 6418(c) of the Internal Revenue Code of 19O with
respect to wages paid after December 81, 1985. Such taxes shall be
determined on the basis of the records of wages established and main-
tained by the Secretary of Health, Education, and Welfare in accord-
ance with the wages reported to the Secretary of the Treasury or his
delegate pursuant to subtitle F of the Internal Revenue Code of 195
and the Secretary of Health, Education, and Welfare shall furnish the
Managing Tnutee such information as may be required by the Manag-
ing Trustee for such purpose. The payments by the Mana Trustee
shall be covered into the Treasury as repayments to the account for
refunding internal revenue collections.

(2) Repayments made under paragraph (1) shall not be available
for expenditures but shall be carried to the surplus fund of the Treas-
ury. If it subsequently appears that tie estimates under such para-
graph in any particular period were too high or too low, appropriate
adjustments shall be made by the Trustee in future
payments,

(g) There shall be transferred periodically (but not leas often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not previ-
ously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts
so certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transferred periodically (but not
less often than once each fiscal year) to the Trust Fund from the
Railroad Retirement Account amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870(b) of this Act.

(h) The Managing Trustee shall also pay from time to time from
the Trust Fund such amounts as the Secretary of Health, Education,
and Welfare certifies are necessary to make the payments provided
for by this part, and the payments with respect to administrative
expenses in accordance with section 201(g) (1).
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Hospital Insurance Benefits for Uniure4 Individuals Not

Otherwise Elgble
Se. 181M (a) Every individual who-

(1) has attained the age of 65,
(9) is enrolled under part B of this title,
(8) Is a resident of the United States, and is either (A) a

citizen or (B) an alien lawfully admitted for permanent residence
who has resided in the United Staes continuously during the 5
years Immediately preceding the month in which he applies for
enrollment under this section, and

(4) is not otherwise entitled to benefits under this part,
shall be eligible to enroll in the insurance program established by this

(b) An individual may enroll under this section only in such man-
ner and form as may be prescribed in regulations, and only during
an enrollment period prescribed in or under this section.

(o) The provisions of section 1837 (except subsection (f) thereof).
section 1888, subsection (c) of section 1889, and subsections (f) and
(h) of section 1840 shall apply to persons authorized to enroll under
this section except that-

(1) individuals who meet the conditions of subsection (a) (1),
(8), and (4) on or before the last day of the seventh month after
the month in which this section is enacted may enroll under this
part and (if not already so enrolled) may also enroll under part
B during an initial general enrollment period which shall begin
on the first day of the second month which begins after the date
on which this section is enacted and shall end on the last day of
the tenth month after the month in which this Act is enacted;

(2) in the case of an individual who first meets the conditions
of eligibility under this section on or after the first day of the
eighth month after the month in which this section is enacted, the
initial enrollment period shall begin on the first day of the third
month before the month in which he first becomes eligible and
shall end 7 months later;

(8) in the case of an individual who enrolls pursuant to para-
graph (1) of this subsection, entitlement to benefits shall begin
on-

(A) the first day of the second month after the month in
which he enrolls,

(B) July i1 1978, or
(C) the first day of the first month in which he meets the

requirements of subsection (a),
whichever is the latest;

(4) termination of coverage under this section by the filing of
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notice that the individual no longer wishes to participate in the
hospital insurance program shall take effect at the close of the
month following the month in which such notice is filed;

(5) an individual's entitlement under this section shall tqu-
na with the month before the first month in which hebec•ai
eligible for hospital isurnce benefits under section 226 of this
Act or section 108 of the Social Security Amendments of 1985;
and upon such temination, such individual shall be deemedA
solely for purposes of hospital insurance entitlement, to have filed
In such irst month the application required to establish such
entitlement; aud

(6) termination of coverage for supplementary medical insur-
ance shall result in simultaneous termination of hospital insur-
ance benefits for uninsured individuals who are not otherwise
entitled to benefits under this AoL

(d) (1) The monthly premium of each individual for each month
in his coverage period before July 1974 shall be $88.

(2) The Secretary shall, during the last calendar quarter of each
year, beginning in 1978, determine and promulgate the dollar amount
(whether or not such dollar amount was applicable for premiums for
any prior month) which shall be applicable for premiums for months
occurring in the 1-month period commencing July 1 of the next year.
Such amount shall be equal to $88, multiplied by the ratio of (A)
the inpatient hospital deductible for such next year, as promulgated
under section 1818(b) (2), to (B) such deductible promulgated for
1978. Any amount determined under the preceding sentence which is
not a multiple of $1 shall be rounded to the nearest multiple of $1, or
if midway between multiples of $1 to the next higher multiple of $1.

(e) Payment of the monthly pramniums on behalf of any individual
who meets the conditions of subsection (a) may be made by any pub-
lic or private agency or organization under a contract or other
arrangement entered into between it and the Secretary if the Secre-
tary determines that payment of such premiums under such contract

x or arrangement is administratively feasible.
(f) Amounts paid to the Secretary for coverage under this section

shall be deposited in the Treasury to the credit of the Federal Hos
pital Insurance Trust Fund.

Part B-Supplementary Medical Insurance Benefits for the Aged
and Disabled

Establishment of Supplementary Medical Insurance Program for
the Aged and the Disabled

Seo& 1831. There is hereby established a voluntary insurance pro-
gram to provide medical insurance benefits in accordance with the pro-
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visious of t"is part for apd and disabled individuals who e to
enroll under such program, to be financed from premium payments
by enrollees together with contributions from funds appropriate by
the Federal Government.

Scope of Benets

&ec. 1832. (a) The benefits provided to an individual by the lnmr.
ance program established by this part shall consist of-

(1) entitlement to have payment made to him or on his behalf
(subject to the provisions of this part) for medical and other
health services, except those described in paragraph (9) (B) ; and

(B) entitlement to have payment made on his behalf (subject to
the provisions of this par) for-

(A) home health services for up to 100 visits during a
calendar year;

(B) medical and other health services furnished by a
provider of services or by others under arrangement with
them made by a provider of services, excluding--

(i) physician services except where furnished by--
(I) a resident or intern of a hospital, or
(II) a physician td a patient in a hospital which

has a teaching program approved as specified in
paragraph (6) of section 1861(b) (including serv-
ices in conjunction with the teaching programs of
such hospital whether or not such patient is an in-
patient of such hospital), unless either clause (A)
or (B) of paragraph (7) of such section is met, and

(ii) services for which payment may be made pur-
suant to section 1885(b) (9) ; and

(C) outpatient physical therapy services, other than serv-
ices to which the next to lat sentence of section 1861(p)
applies.

(b) For definitions of "spell of illness, "medical and other health
services", and other terms used in this part, see section 1861.

Payment of Benefits
Se. 183. (a) Except as provided in section 1876, and subject to

the succeeding provisions of this section, there shall be paid from the
Federal Supplementary Medical Insurance Trust Fund, in the case of
each individual who is covered under the insurance program estab.
lashed by this part and incurs expenses for services with respect to
which benefits are payable under this part, amounts equal to-

(1) in the case of services described in section 1882(a) (1)-
80 percent of the reasonable charges for the services; except that
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(A) an organisaion which provides medical and other health
services (or auages for their availability) on a prepayme nt
basis may elect to be paid 80 percent of the reasonable cost of
services for which payment may be made under this part on
be of individuals enrolled in such organization in lieu of 80
pmernt of the reaanabl charges for such eMrvices if the org-
nisation undertakes to charge such individuals no more than 90
percent of such reasonable cost plus any amounts payable by them
as a result of subsection (b),ý (B) with respect to expenses In-
curred for radiological or pathological services for which pay-
ment may be made under this part, furnished to an Inpatient of
a hospital by a physician in the field of radiology or pathology,
the amounts paid shall be equal to 100 percent of the reasonable
charges for such services, (C) with respect to expenses incurred
for those physicians' services for which payment may be made un-
der this part that are described in section 1862(a) (4), the amounts
paid shall be subject to such limitations as may be prescdbed by
regulations, and (D) with respect to diagnostic tests performed
in a laboratory for which payment is made under this part to the
laboratory, the amounts paid shall be equal to 100 percent of the
negotiated rate for such tests (as determined pursuant to subsec-
tion (g) of this section), and

(9) in the cas of services described in section 1882(a) (9)-
with respect to home health services, 100 percent, and with respect
to other services, 80 parent of-

(A) the lesIer of (I) the reasonable cost of such services, as
determined under section 1881(v), or (ii) the customary
charges with respect to such services; or

(B) if such services are furnished by a public provider of
services free of charge or at nominal charges to the public,
the amount detained in accordance with section
1814(b) (9); or

(C) if such services are services to which the net to 104
sentence of section 1881(p) applies, the reasonable charges
for such services.

(b) Before applying subsection (a) with respect to expenses in-
curred by an individual during any calendar year, the total amount
of the expenses incurred by such individual during such year (which
would, except for this subsection, constitute incurred expenses from
which benefits payable under subsection (a) are determinable) shall
be reduced by a deductible of $60; except that (1) the amount of
the deductible for such calendar year as so detemined shall first be
reduced by the amount of any expenses incurred by such Individual
in the last three months of the preceding calendar year and applied
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toward such individual's deductible under this section for such prem
ceding year, and (2) such total amount shall not include expenses
incurred for radiologial or pathological services furnished to such
individual as an inpatient of a hospital by a physician in the field of
radiology or pathology. The total amount of the expenses incurrd by
an individual as determined under the preceding sentence s after
the reduction specified in such sentence, be further reduced by an
amount equal to the expense incurred for the first three pints of
whole blood (or equivalent quantities of packed red blood cells, as
defined under regulations) furnished to the individual during the
calendar year, except that such deductible for such blood shall in
acoordmce with regulations be appropriately reduced to the extent
that there has been a replacement of such blood (or equivalent quan-
tities of packed red blood cells, a so defined); and for such purposes
blood (or equivalent quantities of packed red'blood cells, as so defined)
furnished such individual shall be deemed replaced when the lnstitu.
tion or other person furnishing such blood (or such equivalent quanti-
ties of packed red blood cells, as so defined) is given one pint of blood
for each pint of blood (or equivalent quantities of packed red blood
cells, s so defined) furnished such individual with respect to which
a deduction is made under this sentence.

(o) Notwithstanding any other provision of this part, with respect
to expenses incurred in any calendar year in connection with the treat-
ment of mental, psychoneurotic, and personality disorders of an indi.
vidual who is not an inpatient of a hospital at the time such expenses
are incurred, there shall be considered as incurred expenses for pur-
poses of subsections (a) and (b) only whichever of the following
amounts is the smaller:

(1) 81&5O, or
(2) 62% percent of such expenses

(d) No payment may be made under this part with respect to any
services furnished an individual to the extent that such individual is
entitled (or would be entitled except for section 1818) to have pay-

• meat made with respect to such services under part A.
(e) No payment shall be made to any provider of services or other

person under this part unless there has been furnished such informa-
tion as may be necessary in order to determine the amounts due iuch
provider or other person under this part for the period with respect to
which the amounts are being paid or for any prior period.

(f) (1) In the cas of the purchase of durable medical equipment in-
cluded under section 1861 (s) (6), by or on behalf of an individual, pay-
ment shall be made in such amounts as the Secretary determines to be
equivalent to payments that would have been made under this part had
such equipment been rented and over such period of time as the Secre
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tary finds such equipment would be used for such Individual% medical
treatment, except that (A) payment may be made in a lump sum
if the Secretary finds that such method of payment is lees costly or
more practical than periodic payments, and (B) with respect to pur-
chases of used equipment the Secretary is authorized to waive the 90
percent coinsurance amount applicable under subsection (a) whenever
the purchase price of such equipment is at least 25 percent less than
the reasonable charge for comparable new equipment.

(2) In the can of rental of durable medical equipment, the Secrem
tary may, pursuant to agreements made with suppliers of such equip-
ment, establish any reimbursement procedures (including payment on
a lump sum basis in lieu of prolonged rental payments) which he finds
to be equitable, economical, and feasible.

(g) With respect to diagnostic tests performed in a laboratory for
which payment is made under this part to the laboratory, the SeoM
tary Is authorized to establish a payment rate which is acceptable to
the labomtory, and which would be considered the full charge for such
test Such negotiated rate shall be limited to an amount not in excess
of the total payment that would have been made for the services in the
absence of such a rate,

(g) In the cas of services described In the next to last sentence
of section 1861(p), with respect to expenses incurred in any calendar
year, no more than $100 shall be considered as incurred expenses for
purposes of subsections (a) and (b).

Limitation on Home Health Services

Seo. 1834. (a) Payment under this part may be made for home
health services furnished an individual during any calendar year only
for 100 visits during such year. The number of visits to be charged for
purposes of the limitation in tfid preceding sentence, in connection
with items and services described in section 1861(m), shall be deter.
mined in accordance with regulations.

(b) For purposes of subsection (a), home health services shall be
taken into account only if payment under this part is or would be,
except for this section or the failure to comply with the request and
certification requirements of or under section 1835(a), made with
respect to such services

Procedure for Payment of Claims of Providers of Services

Sec. 1835. (a) Except as provided in subsections (b), (c), and (e),
payment for services described in section 1882(a) (2) furnished an
individual may be made only to providers of services which are eligible
therefor under section 1866(a), and only if-
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(1) written request, signed by such individual, except in cases

in which the Secetary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner
and by such person or personsas the Secretary may by regula.
tion prescribe, no later than the close of the period of 8 calendar
years following .the year in which such services are funished
(deeming any services furnished in the lat 8 calendar months
of any calendar year to have been furnished in the succeeding
calendar year) except tht where the Secretary deem that eM-
cleit iaistration so require such period may be reduced to
not lees than 1 caendar year; and

(9) i physician certifies (and recertifles, where such services are
furnished over a period of time, in such case, with such frequency,
and accompanied by such supporting material, appropriate to the
case involved, as may be provided by regulations) that-

(A) in the case of home health services (I) such services
are or were required because the individual is or wu confined
to his home (except when receiving items and services referred
to in section 1861(m) (7)) and needed skilled nursing care on
an intermittent basis, or physical or speech therapy, (ii) a
plan for furnishing such services to such individual has been
established and is periodically reviewed by a physician, and
(Hi) such services are or were furnished while the individual
is or was under the care of a physician;

(B) In the case of medical and other health services except
services described in subparagraphs (B), (C), and (D) of
section 1861(s) (2), such services are or were medically re-
quired; and

(C) in the case of outpatient physical therapy services,
(i) such services are or were required because the individual
needed physical therapy services, (HI) a plan for furnishing
such services has been establiAsed and is periodically re-
viewed by a physician, and (iii) such services are or were
furnished while the individual is or was under the care of a
physician;

(D) in the case of outpatient speech pathology services, (i)
such services are or were required because the individual
needed speech pathology services, (ii) a plan for furnishing
such services has beeo established and is periodically reviewed
by a physician, and (ill) such services are or were furnished
while the individual is or was under the care of a physician.

To the extent provided by regulations, the certification and re-
certification requirements of paragraph (2) shall be deemed satisfied
where at a later date, a physician makes a certification of the kind
provided in subparagraph (A) or (B) of paragraph (2) (which-
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ever would have applied), but only where such certification is
accompanied by such medical and other evidence as may be required
by such regulations. For purposes of this section, the term "provider
of services" shal include a clinic, rehabilitation agency, or public
health agency if, in the cas of a clinic or rehabilitation agency, such
clinic or agency meets the requirements of section 1861(p) (4) (A),
or if, in the case of a public health agency, such agency meets the
requirements of section 1861(p) (4) (B), but only with respect to the
furnishing of outpatient physical therapy services (as therein
defined).

(b) (1) Payment may also be made to any hospital for services
described in section 1861(s) furnished as an outpatient service by a
hospital or by others tinder arrangements made by it to an individual
entitled to benefits under this part even though such hospital does
not have an agreement in effect under this title if (A) such services
were emergency services, (B) the Secretary would be required to
make such payment if the hospital had such an agreement in effect
and otherwise met the conditions of payment hereunder, and (C)
such hospital has made an election pursuant to section 1814(d) (1) (C)
with respect to the calendar year, in which such emergency services
are provided. Such payments shall be made only in the amounts pro.
vided under section 1888(a) (2) and then only if such hospital agrees
to comply, with respect to the emergency services provided, with the
provisions of section 1886(a).

(2) Payment may also be made on the basis of an itemized bill to
an individual for services described in paragraph (1) of this sub.
section if (A) payment cannot be made mnder such paragraph (1)
solely because the hospital does not elect, in accordance with section
1814(d) (1) (C), to claim such payments and (B) such individual files
application (submitted within such time and in such form and man-
ner, and containing and supported by such information as the Secre-
tary shall by regulations prescribe) for reimbursment. The amounts
payable under this paragraph shall, subject to the provisions of sec-

e-V tion 1888, be equal to 80 percent of the hospital's reasonable chargesA* for such services.
(c) Notwithstanding the provisions of this section and sections

1882, 1883, and 1866(a) (1) (A), a hospital may, subject to such limi-
tations as may be prescribed by regulations, collect from an individual
the customary charges for services specified in secton 1861(s) and
furnished to him by such hospital as an outpatient, but only if such
charges for such services do not exceed the applicable supplementary
medical insurance deductible, and such customary charges shall be
regarded as expenses incurred by such individual with respect to which
benefits are payable in accordance with section 1888(a) (1). Payments
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under this title to hospitals which have elected to make collections
from individuals in accordance with the preceding sentence shall be
adjusted periodically to place the hospital in the ame position it
would have been had it instead been reimbursed in accordance with
action 8M8(a) (2).

, • (d) No payment may be made under this part to any Federal pro-
vider of services or other Federal agency, except a provider of services
which the Secretary determines is providing services to the public
generally as a community institution or agency; and no such payment
may be made to any provider of services or other person for any item
or service which such provider or person is obligated by a law of, or
a contract with, the United States to render at public expenm.

(e) For purposes of services (1) which are inpatient hospital
services by reason of paragraph (7) of section 1861(b) or for which
entitlement exists by reason of clause (I1) of section 1882(a) (2) (B)
(I), and (2) for which the reasonable cost thereof is determined under
section 1861(v) (1) (D), payment under this part shall be made to
such fund as may be designated by the organized medical staff of
the hospital in which such services were furnished or, if such services
were furnished in such hospital by the faculty of a medical school,
to such fund as may be designated by such faculty, but only if--.

(1) such hospital has an agreement with the Secretary under
section 1868, and

(2) the Secretary has received written assurances that such
payment will be used by such fund solely for the improvement
of care to patients in such hospital or for educational or chari.
table purposes and (B) the individuals who were furnished such
services or any other persons will not be charged for such services
(or if charged provision will be made for return for any moneys
incorrectly collected).

Eligible Individuals

Sec. 183&. Every individual who-
(1) is entitled to hospital insurance benefits under part A, or
(2) has attained age 65 and is a resident of the United States,

and is either (A) a citizen or (B) an alien lawfully admitted for
permanent residence who has resided in the United States continu.
ously during the 5 years immediately preceding the month in
which he applied for enrollment under this part,

is eligible to enroll in the insurance program established by this part.

Enrollment Periods

Sec. 1837. (a) An individual may enroll in the insurance program
established by this part only in such manner and form as may be pre.

42Pee. 18M(d)



scribed by regulations and only during an enrollment period pre-
scribed in or under this section.

(b) No individual may enroll under this part more than twice.
(o) In the case of individuals who first satisfy paragraph (1) or

(2) of section 183 before March 1, 196, the initial general enroll-
ment period shall begin on the first day of the second month which
begins after the date of enactment of this title and shall end on May 81,
1968W For purposes of this subsection and subsection (d), an in.
dividual who has attained age 65 and who satisfies paragraph (1) of
section 1888 but not paragraph (9) of such section shall be treated
as satisfying such paragraph (1) on the first day on which he is (or
on filing application would have been) entitled to hospital insurance
benefits under part A.

(d) In the case of an Individual who first satisfies paragraph (1)
or (2) of section 1888 on or after March 1, 196, his initial enroll.
ment period shall begin on the first day of the third month before the
month in which he first satisfies such paragraphs and shall end seven
months later. Where the Secretary finds that an hidividual who has
attained age 65 failed to enroll under this part during his initial en.
rollment period (based on a determination by the Secretary of the
month in which such individual attained age 65), because such in-
dividual (relying on documentary evidence) was mistaken as to his
correct date of birth, the Secretary shall establish for such individual
an initial enrollment period based on his attaining age 65 at the time
shown in such documentary evidence (with a coverage period deter.
mined under section 1888 as though he had attained such age at that
time).

(e) There shall be a general enrollment period, after the period
described in subsection (c), during the period beginning on January 1
and ending on March 81 of each year beginning with 1969.

(f) Any individual-
(1) who is eligible under section 1886 to enroll in the medical

insurance program by reason of entitlement to hospital insurance
benefits as described in paragraph (1) of such section, and

(2) whose initial enrollment period under subsection (d)
begins after March 81,1978, and

(8) who is residing in the United States, exclusive of Puerto
Rico,

shall be deemed to have enrolled in the medical insurance program
estab2hed by this part.

(g) All of the provisions of this section shall apply to individuals
satisfying suWection (f), except that-

(1) in the case of an individual who satisfies subsection (f)
by reason of entitlement to disability insurance benefits-described
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in ton 22M(a) (2) (B), his Initial enrollment period sA
begin on the first day of the later of (A) April 1978 or (B)
the third month before the 25th consecutive month of such entitle.
meant, and shall reoccur with each continuous period of eligibility
(as defined in section 1889 (e)) and upon attainment of ap 85;

(2) (A) in the ceas of an individual who is entitled to monthly
benefits under section 2 or 22 on the first day of his initial
enrollment period or becomes entitled to monthly benefits under
section M03 during the first 8 months of such period, his enroll.
ment shall be deemed to have occurred in the third month of his
initial enrollment period, and

(B) In the case of an individual who is not entitled to bow
fits under section 203 on the first day of his Initial enrollment
period and does not become so entitled during the first 8 months
of such period, his enrollment shall be deemed to have occurred in
the month in which he files the application establishing his entitle-
ment to hospital insurance benefits provided such filing occurs
during the last 4 months of his initial enrollment period; aud

(8) in the case of an individual who would otherwise satisfy
subsection (f) but does not establish his entitlement to hospital
insurance benefits until after the last day of his initial enroll.
ment period (as defined in subsection (d) of this section), his
enrollment shall be deemed to have occurred on the first day of
the earlier of the then current or immediately succeeding general
enrollment period (as defined in subsection (e) of this section).

(h) In any case where the Secretary finds that an individual's
enrollment or nonenrollment in the insurance program established by
this part or part A pursuant to section 1818 is unintentional, inad-
vertent, or erroneous and is the result of the error, misrepresentation,
or inaction of an officer, employee, or agent of the Federal Govern.
meant, or its instrumentalities, the Secretary may take such action (in.
eluding the designation for such individual of a special initial or sub-
sequent enrollment period, with a coverage period determined on the
basis thereof and with appropriate adjustments of premiums) as may
be necesary to correct or eliminate the effects of such error, misrep-
resentation, or inaction.

Coverage Period

Sec. 1838. (a) Tie period during which an individual is entitled to
benefits under the insurance program established by this part (herein.
after referred to as his "coverage period") shall begin on whichever
of the following is the latest:
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(1) July 1, 1986 or (in the cue of a disabled individual who
has not attained age 65) July 1, 19M8,or

(2) (A) in the cae of an individual who enrolls putsuant to
subsection (d) of section 1881 before the month in which he first
satisfies paragraph (1) or (9) of section 1886, the first day of
such month, or

(B) in the case of an individual who enrolls pursuant to such
subsection (d) in the month in which he first satisfies such para-
graph, the first day of the month following the month in which
he so enrolls, or

(C) in the cas of an individual who enrolls pursuant to such
subsection (d) in the month following the month in which he first
satisfies such paragraph, the first day of the second month follow-
ing the month in which he so enrolls, or

(D) in the case of an individual who enrolls pursuant to such
subsection (d) more than one month following the month in which
he satisfies such paragraph, the first day of the third month fol-
lowing the month in which he so enrolls, or

(B) in the case of an individual who enrolls pursuant to sub-
section (e) of section 1887, the July 1 following the month in
which he so enrolls; or

(8) (A) in the case of an individual who is deemed to have
enrolled on or before the last day of the third month of his initial
enrollment period, the first day of the month in which he first
meets the applicable requirements of section 1836 or July 1,1978,
whichever is later, or

(B) in the case of an individual who is deemed to have enrolled
on or after the first day of the fourth month of his initial enroll-
ment period, as prescribed under subparagraphs (B), (C), (D),
and (E) of paragraph (2) of this subsection.

(b) An individual's coverage period shall continue until his enroll.
inent has been terminated--

(1) by the filing of notice that the individual no longer wishes
to participate in the insurance program established by this part,
or

(2) for nonpayment of premium.
The termination of a coverage period under paragraph (1) shall take
effect at the close of the calendar quarter following the calendar quar-
ter in which the notice is filed. The termination of a coverage period
under paragraph (2) shall take effect on a date determined under regu-
lations, which may be determined so as to provide a grace period in
which overdue premiums may be paid and coverage continued. The
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grace period determined under the preceding ntence shall not exceed
90 days; except thd it may be extended to not to exceed 180 days in
any case where the Secretary detemines that there was good cause for
failure to pay the overdue premiunm within such 90-day period.

Where an individual who is deemed to hae enrolled for medical
insurance pursuant to section 1887(f) files a notice before the first day
of the month in which his coverage period begins advising that he
doe nus wish to be so enrolled, the termination of the coverage period
resulting from such deemed enrollment shall take effect with the first
day of the month the coverage would have beon effective and such
notice shall not be considered a disenrollment for the purposes of
section 1887(b). Where an individual who is deemed enrolled for medi.
cal insurance benefits pursuant to section 1887 (f) files a notice request-ing termina'onof his deemed coverage in or after the month in which
such coverage becomes effective, the termination of such coverage
shall take effect at the close of the calendar quarter following the calen.
dar quarter in which the notice is filed.

(c) In the case of an individual satisfying paragraph (1) of section
1886 whose entitlement to hospital insurance benefits under part A
is based on a disability rather than on his having attained the age of
65, his coverage period (and his enrollment under this part) shall be
terminated as of the close of the last month for which he Is entitled to
hospital insurance benefits.

(d) No payments may be made under this part with respect to the
expenses of an individual unless such expenses were incurred by such
individual during a period which, with respect to him, is a coverage
period.

Amounts of Premiums

Se&. 1839. (a) The monthly premium of each individual enrolled
under this part for each month before 198 shall be $8.

(b) (1) The monthly premium of each individual enrolled under
this part for each month after 1967 and before July 1, 1978, shall be
the amount determined under paragraph (2).

(2) The Secretary shall, during December 1988 and of each year
ending on or before December 81,1971, determine and promulgate the
dollar amount (whether or not such dollar amount was applicable for
premiums for any prior month) which shall be applicable for pre-
miums for months occurring in the 12-month period commencing
July 1 in each succeeding year. Such dollar amount shall be such
amounts as the Secretary estimates to be necessary so that the aggregate
premiums for such 12-month period will equal one-half of the total of
the benefits and administrative costs which he estimates will be pay.
able from the Federal Supplementary Medical Insurance Trust Fund
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for such 13-month period. In estimate aggregate benefits payable for
any period, the Secretary shall include an appropriate amount for a
otingey marg. Whenever the Secretary, pursuant to the preced-

ing sentence, promulgates the dollar amount which shall be applicable
for premiums for any period, he shall, at the time such promulgation
is announced, issue a public statment setting forth the actuarial aW-

o sumptions and bases employed by him in arriving at the amount of
premiums so promulgated.

(c) (1) The Secretary shall, during DePýuber of 1979 and of each
year thereafter, determine the monthly actuarial rate for enrollees age
65 and over which shall be applicable for the 19-month period com-
mencing July 1 in the succeeding year. Such actuarial rate shall be the
amount the Secretary estimates to be necesary so that the aggregate
amount for such 19-month period with respect to those enrollees age 65
and over will equal one-half of the total of the benefits and administra-
tive costs which he estimates will be payable from the Federal Supple.
inentary Medical Insurance Trut Fund for services performed and
related administrative costs incurred in such 12-month period. In cal.
culating the monthly actuarial rate, the Secretary s4all include an
appropriate amount for a contingency margin,

(9) The monthly premium of each individual enrolled under this
part for each month after June 1978 shall, except as provided in sub-
section (d), be the amount determined under paragraph (8).

(8) The Secretary shall, during December of 1979 and of each year
thereafter, determine and promulgate the monthly premium applicable
for the individuals enrolled under this part for the 12-month periodcommencing July 1 in the succeeding year. The monthly premium shall
be equal to the smaller of-

(A) the monthly actuarial rate for enrollees age 65 and over,
determined according to paragraph (1) of this subsection, for that
12-month period, or

(B) the monthly premium rate most recently promulgated by
the Secretary under this paragraph or, in the case of the deter-
mination made in December 1971, such rate promulgated under
subsection (b) (2) multiplied by the ratio of (i) the amount in
column IV of the table which, by reason of the law in effect at
the time the promulgation is made, will be in effect as of June 1
next following such determination appears (or is deemed to ap-
pear) in section 215(a) on the line which includes the figure "750
in column MI of such table to (ii) the amount in colun;A IV of
the table which appeared (or was deemed to appear) in section
215(a) on the line which Included the figure "750" in column MI
as of June I of the year in which ouch determination is made
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Whenever the Secretary promulgates the dollar amount which shall
be applicable as the monthly premium for any period, he shall, at the
time such promulgation is announced, issue a public statement setting
forth the actuarial assumptions and bamw employed by him in arriving
at the amount of an adequate actuarial rate for enrollees age (5 and
over as provided in paragraph (1) and the derivation of the dollar
amounts specified in this paragraph.

(4) The Secretary shall also, during December of 1972 and of each
year thereafter, determine the monthly actuarial rate for disabled en-
rollees under age 65 which shall be applicable for the 12-month period
commencing July 1 in the succeeding year. Such actuarial rate shall
be the amount the Secretary estimates to be necessary so that the ag-
gregate amount for such 12-month period with respect to disabled en-
rollees under age 65 will equal one-half of the total of the benefits and
administrative costs which he estimates will be incurred in the
Federal Supplementary Medical Insurance Trust Fund for such 12-
month period with respect to such enrollees In calculating the
monthly actuarial rate under this paragraph, the Secretary shall in-
clude an appropriate amount for a contingency margin.

(d) In the case of an individual whose coverage period began pur-
suant to an enrollnment after his initial enrollment period (determined
pursuant to subsection (c) or (d) of section 1887), the monthly pre.
mium determined under subsection (b) or (c) shall be increased by
10 percent of the monthly premium so.determined for each full 12
months (in the same continuous period of eligibility) in which he
could have been but was not enrolled. For purposes of the preceding
sentence, there shall be taken into account (1) the months which
elapsed between the close of his initial enrollment period and the close
of the enrollment period in which lie enrolled, plus (in the case of an
individual who enrolls for a second time) (2) the months which
elapsed between the date of the termination of his first coverage period
and the close of the enrollment period in which he enrolled for the sec-
ond time. Any increase in an individual's monthly premium under the

•!.' first sentence of this subsection with respect to a particular con-
tinuous period of eligibility shall not be applicable with respect to any
other continuous period of eligibility which such individual may have.

(e) If any monthly premium determined under the foregoing pro-
visions of this section is not a multiple of 10 cents, such premium shall
be rounded to the nearest multiple of 10 cents.

(f) For purposes of subsection (c) (and section 1887 (g) (1)), an
individual's "continuous period of eligibility" is the period beginning
with the first dcay on which he is eligible to enroll under section 1886
and ending with his death; except that any period during all of which
an individual satisfied paragraph (1) of section 1836 and which termi-
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nod in or before the mouth preceding the month in which he attaod
age 65 shall be a separate "continuous period of eligibility" with re
spect to such individual (and each such period which terminates shall
be deemed not to have existed for purposes of subsequently applying
this secton),

Payment of Premiums

Se. 1640. (a)(1) In the cae of an individual who w1 entitled to
monthly benefits under section 202 or 28, his monthly premiums
under this part shall (except as provided in subsections (b) (1) and
(o)) be collected by deducting the amount thereof from the amount
of such monthly benefits. Such deduction shall be made in such manner
and at such times as the Secretary shall by regulation prescribe.

(2) The Secretary of the Treaury shall, from time to time, transfer
from the Federal Old-Age and Survivors Insurance Trust Fund or the
Federal Disability Insurance Trust Fund to the Federal Supplemen-
tary Medical Insurance Trust Fund the aggregate amount deducted
under paragraph (1) for the period to which such transfer relates
from benefits under section 202 or 28 which are payable from such
Trust Fund. Such transfer shall be made on the basis of a certification
by the Secretary of Health, Education, and Welfare and shall be
appropriately adjusted to the extent that prior transfers were too
great or too small.

(b) (1) In the case of an individual who is entitled to receive for a
month an annuity under the Railroad Retirement Act of 1974
(whether or not such individual is also entitled for such month to a
monthly insurance benefit under section M2), his monthly premiums
under this part shall (except as provided in subsection (c)) be col.
lected by deducting the amount thereof from such annuity or pension.
Such deduction shall be made in such manner and at such times as
the Secretary shall by regulations prescribe. Such regulations shall
be prescribed only after consultation with the Railroad Retirement
Board.

(2) The Secretary of the Treasury shall, from time to time, trans.
fer from the Railroad Retirement Account to the Federal Supplemen-
tary Medical Insurance Trust Fund the aggregate amount deducted
under paragraph (1) for the period to which, such transfer re-
lates. Such transfers shall be made on the basis of a certification by
the Railroad Retirement Board and shall be appropriately adjusted
to the extent that prior transfers were too great or too small.

(c) If an individual to whom subsection (a) or (b) applies esti.
mates that tho amount which will be available for deduction under
such subsection for any premium payment period will be less than
the amount of the monthly premiums for such period, he may (under
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regulations) pay to tb# Secretary such portion of the monthly pro-
miums for such period ma he deres.

(d) (1) In the cans of an individual receiving an annuity under
subchapter MII of chapter 88 of title 5, United States Code, or say
other law administered by the Civil Service Commission providing
retirement or survivorship protection, to whom neither subsection (a)
nor subsection (b) applies, his monthly premiums under this part
(and the monthly premiums of the spouse of such individual under
this part if neither subsection (a) nor subsection (b) applies to such
spouse and if such Individual agrees) shall, upon notice from the Seo.
rotary of Health, Education, and Welfare to the Civil Service Com.mission, be collected by deducting the amount thereof from each
Installment of such annuity. Such deduction shall be made in such
manner and at such times as the Civil Service Commission may deter.
mine. The Civil Service Commission shall furnish such Information
as the Secretary of Health, Education, and Welfare may reasonably
request in order to carry out his functions under this part with respect
to individuals to whom this subsection applies. A plan described in
section 8908 of title 5, United States Code, may reimburse each an.
nuitant enrolled in such plan an amount equal to the premiums paid
by him under this part if such reimbursement is paid entirely from
funds of such plan which are derived from sources other than the
contributions described in section 8906 of such title.

(2) The Secretary of the Treasury shall, from time to time, but not
less often than quarterly, transfer from the Civil Service Retirement
and Disability Fund, or the account (if any) applicable in the case
of such other law administered by the Civil Service Commission, to
the Federal Supplementary Medical Insurance Trust Fund, the aggre-
gate amount deducted under paragraph (1) for the period to which
such transfer relates. Such transfer shall be made on the basis of a
certification by the Civil Service Commission and shall be appropri-
ately adjusted to the extent that prior transfers were too great or too
small.

(e) In the case of an individual who participates in the insurance
program established by this part but with respect to whom none of
the preceding provisions of this section applies, or with respect to
whom subsection (c) applies, the premiums shall be paid to the Sec.
rotary at such times, and in such manner, as the Secretary shall by
regulations prescribe.

(f) Amounts paid to the Secretary under subsection (c) or (e) shall
be deposited in the Treasury to the credit of the Federal Supplemen-
tary Medical Insurance Trust Fund.

(g) In the case of an individual who participates in the insurance
program established by this part, premiums shall be payable for the
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period commence with the first month of his coverage period and
ending with the month in which he dim or, if earlier, in which his
coverage under such program terminates.

(h) In the came of an individual who is enrolled under the program
e-tabolised by this part as a member of a coverage group to which an

S•agreement with a State entered into purMMt to section 1848 is
'%1 applicable, subeton (a), (b), (c), qand (d) of this section shall not

apply to his monthly premium for any month in his coverage period
which is determined under section 1868(d).

Federal Supplementary Medial Insurano Trust Fund

* Soc184L (a) The is hereby created on the books of th.Treasury
of the United States a trust fund to be known as the "Federal Supple.
mentary Medical Insurnce Trust Fund" (hereinafter in this section
referred to as the "Trust Fund"). The Trust Fund shall consist of
such gifts and bequests as may be made as provided in setion 901
(i) (1), and such amounts as may be deposited Ing or appropriated
to, such fund as provided in this part.

(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (he a
in this section referred to as the "Board of Trustees") composed of the
Sertary of the Tres~ury, the Secretary of Labr and the Secretary
of Health, Education, and Welfare, all ea officio, The Secretary of the
Treasury shall be the Managiing Thuse of the Board of Trustee

•(iee tr in this setion referred to as the agingg Trustee").
The mmissioner of Social Security shall serve as the Secretary of
the Board of Trutee The Board of Trustees shall meet not less
frequently than once each calendar year. It shall be the duty of the
Board of Trustees to-

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

of each year on the operation and status of the Trust Fund during
the preceding fiscal year and on its expected operation and status
during the current fiscal year and the next 2 fiAl years;

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

(4) Review the general policies followed in m the
Trust Fund, and recommend changes in such policies, including
necesary changes in the provisions of law which govern the way
in which the Trust Fund is to be MnapMc

Tho report provided for in paragraph (9) shall include a s ent
of the asets of, and the disburements made from, the Trust Fund

481 SWOMUW



I**. WHO) 3
during the proeding fiscal year, an estimate of the expected income
t6, and disbursements to be made from, the Trust Fund during the
omwent fiscal year and each of the next 9 fiscal years, and a statement
of the atuarial status of the Trust Fund. Such report shall be printed
as a House document of the seion of the Congress to which the report
ismads

(o) It shall be the duty of the ManaingTrustee to invest such por.
tion of the Trust Fund as in not, M his judgment, required to meet
current withdrawals. Such investments may be maile only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur.
powe such obligations may be acquired (1) on original issue at the issue
price, or (9) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
sued under the Second Liberty Bond Act, as amended, are hereby ex.
tended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Fund. Such obligations issued for purchase by
the Trust Fund shall bave maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on tlhe
basis of market quotations as of the end of the calendar month next
preceding the date of such issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public
debt which are not due or callable until after the expiration of 4 years
from the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centum, the rate
of interest on such obligations shall be the multiple of one-eighth of
I per centum nearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest

(d) Any obligations acquired by the Trust Fund (except public
debt obligations issued exclusively to the Trust Fund) may be sold by
the Managg Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

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

(f) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not pre-
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viously so transferred which the Secretary of Health, Educaton, and
Welfare shall have certified as overpayments (other than amounts so
certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transferred periodically (but not
less often than once each fiscal year) to the Trust Fund from the Rail-
road Retirement Account amounts equivalent to the amounts not pre-

o' viously so transferred which the Secretary of Health, Selucation, and
h.. Welfare shall have certified as overpayments to the PFilroad Retire.

meant Board pursuant to section 1870(b) of this Act..
(g) The Managing Trustee shall pay from time to time from the

Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies am necessary to make the payments provided for
by this part, and the payments with respect to administrative expenses
in accordance with section 201 (g) (1).

(h) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to pay the costs incurred by the Civil
Service Commission in making deductions pursuant to section 1840
(d) During each fiscal year, or after the close of such fiscal year,
the Civil Service Commission shall certify to the Secretary the amount
of the coats it incurred in making such deductions, and such certified
amount shall be the basis for the amount of such costs certified by the
Secretary to the Managing Tnrstee.

(i) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to pay the cost. incurred by the Rail-
road Retirement Board for services performed pursuant to section
1840(b) (1) and section 1846(g). During each fiscal year or after the
close of such fiscal year, the Railroad Retirement Board shall certify
to the Secretary the amount of the costs it incurred in performing
such services and such certified amount shall be the basis for the
amount of such costs certified by the Secretary to the Managing
Truste&

Use of Carriers for Administration of Benefits

Sec. 1842. (a) In order to provide for the administration of the bene-
fits under this part with maximum efficiency and convenience for in-
dividuals entitled to benefits under this part and for providers of
services and other persons furnishing services to such individuals, and
with a view to furthering coordination of the administration of the
benefits under part A and under this part, the Secretary is authorized
to enter into contracts with carriers, including carriers with which
agreements under section 1816 are in effect, which will perform some or
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all of th follow fungCions (or, to the extent provided In m• con.
tracts, will secure performance thereof by othe organization) ; and,
with mopec to any of the following functions whic involve payments
for physicians services ona rea a l c bi, the &creta
shall to the extent possible enter into such contracts:

(1) (A) mak4 detemintions of the rat and amounts of pay-
meats requit• pursuant to this part to be made to providers of
services and other persons on a reaonable cost or reaOnle
charge basis (as may be applicable);

(B) receive, disburse, and account for funds in making such
payments; and

(C) make such audits of the records of providers of services as
may be necessary to asure that proper payments are made under
this part;

(9) (A) determine compliance with the requirements of section
1861(k) asto utilization review; and

(B) assist providers of services and other persons who furnish
services for which payment may be made under this part in the
development of procedures relating to utilization practices, make
studies of the effectiveness of such procedures and methods for
their improvement, assist in the application of safeguards against
unnecessary utilization of services funished by providers of serv-
ices and other persons to individuals entitled to benefits under
this part, and provide procedures for and assist in arranging
whore necessary, the establislunent of groups outside hospitals
(meeting the requirements of section 1861(k) (2)) to make re-
views of utilization;

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

(4) otherwise aist, in such manner as the contract may pro-
vide, in discharging administrative duties necessary to carry out
the purposes of this part.

(b) (1) Contracts with carriers under subsection (a) may be entered
into without regard to section 8709 of the Revised Statutes or any
other provision of law requiring competitive bidding.

(9) No such contract shall be entered into with any carrier unless
the Secretary finds that such carrier will perform its obligations under
the contract efficiently and effectively and will meet such requirements
as to financial responsibility, legal authority, and other matters as he
finds pertinent.

(8) Each such contract shall provide that the carrier-
(A) will take such action as may be necessary to assure that,

where payment under this part for a service is on a cost basis, the
cost is reasonable cost (as determined under section 1861(v));
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(B) will take such action a may be necessary to aure th
where payment under this put for a service is on a charg basis
such charge will be reasonable and not higher than the charge
applicable, for a comparable service and under comparable cir-
cumatancus, to the policyholders and eubsoriber of the career,
and such payment will (exoep as otherwise provided in section
1870(f)) be Made-,

(I) on the basis of an itemized bill; or
(ii) on the basis of an ainm ent under the term of which

(I) the reasonable charge is the full charge for the service
(except in the case of physicians' services and ambulance
service furnished as described in section 1882(a) (4), other
thma for purposes of section 1870(f) and (IH) the ph*.cia or other person f•nishing such service agrew not to
charge for such service if payment may not be made there-
for by mason of the provisions of paragraph (1) of section
18N, and if the individual to whom such service was fur
nished was without fault In incurring the expenses of such
service, and if the Secretary's determination that payment.
(pursuant to such signmet) was incorrect and was made
subequen, to the third year following the year in which
notice of such payment was snt to such individual; except
that the Secretary may reduce such threeyear period to not
low than one year if he finds such reduction is consistent with
the objectives of t title;

but (in the case of bills msbmittad, or requests for payment made
after March 1968) only if the bill is submitted or a written r-
quest for payment is made in such other form As may be permit-
ted under reguations, no later than the close of the calendar
year following the year in which such service is furished (deem-
ing any service furnished in the last 3 months of any calendar year
to have been urnished in the succeed Wcendar year);

(C) will establish and maintain procedures pursuant to which
- an individual enrolled under this part will be granted an oppor-
~1I tunity for a fair hearing by the carrier, in any cae where the

amount in controversy is $100 or more when requests for pay-
meint under this part with respect to services furnished him are
denied or are not acted upon with reasonable promptness or when
the amount of such payment is in controversy;

(D) will furnish to the Secretary such timely information and
reports as he may find necessary in performing his functions un-
der this part; and

(E[) will maintain such records and afford such access thereto as
the Secretary finds necessary to assure the correctness and verifi-
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cation of the informaton and reports under subparagraph (D)
and otherwi to carry out the purposes of this part;

and shall cmtain such other terms and conditions not inconsistent with
this section as the Secretary may find necemary or appropriate. In
determining the rasnable charge for services for purposes of this
paragraph, there shall be taken into consideration the customary

# charges for similar services generally made by the physician or other
person furnishing such services, as well as the prevailing charges in
the locality for similar services,

No charge may be determined to be reasonable in the can of bills
submitted or requests for payment made under this part after Decom-
ber 81,1970, if it exceeds the higher of (i) the prevailing charge recog-
nized by the carrier and found acceptable by the Secretary for similar
services in the same locality in administering this part on December

..31, 1970, ori (ii) the prevailing charge level that, on the basis of
statistical data and methodolgy acceptable to the Secretary, would
cover 75 percent of the customary charges made for similar services in
the same locality during the last preceding calendar year elapsing
prior to the start of the fiscal year in which the bill is submitted or the
request for paynment is made. In the case of physician services the pre-
vailing charge level determined for purposes of clause (ii) of the pie-
coding sentence for any fiscal year beginning after June 80,1978, may
not exceed (in the aggregate) the level determined under such clause
for the fiscal year ending June 30, 1978, except to the extent that the
Secretary finds, on the basis of appropriate economics index data, that
such higher level is justified by economic changes. In the case of medi-
cal services, supplies, and equipment (including equipment servicing)
that, in the judgment of the Secretary, do not generally vary signify.
cantly in quality from one supplier to another, the charges incurred
after December 31, 1972, determined to be reasonable may not exceed
the lowest, charge levels at which such services, supplies, and equipment
are widely and consistently available in a locality except to the extent
and under the circumstances specified by the Secretary. The require.

. meant in subparagraph (B) that a bill-be submitted or request for pay-
•" ment be made by the close of the following calendar year shall not

apply if (i) failure to submit the bill or request the payment by the
close of such year is due to the error or misrepresentation of an officer,
employee, fiscal intermediary, carrier, or agent of the Department of
Health, Education, and Welfare performing functions under this title
and acting within the scope of his or its authority, and (ii) the bill is
submitted or the payment is requested promptly after such error or
misrepresentation is eliminated or corrected.

(4) Each contract under this section shall be for a term of at least
one year, and may be made automatically renewable from term to
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tem in the abmnc of notice by either party of intention to tmina
at the end of the current term; except that the Secretary my tewi-
nate any such contract at anytime (after such reasonable notice and
opportunity for hearing to the carrier Involved as he may provide in
regulations) if he finds that the carrier has failed Substantially to
carry out the contract or is carrying out the contract in a manner

. inconsistent with the efficient and effective administration of the insur.
ftq ance program established by this part.

(5) No payment under this part for a service provided to any indi-
vidual shall (except as provided in section 1870) be made to anyone
other than such individual or (pursuant to an assignment described in
subparagraph (B) (ii) of paragraph (8)) the physician or other per-
son who provided the service, except that payment may be made (A)
to the employer of such physician or other person if such physician or
other person is required as a condition of his employment to turn over
his fee for such service to his employer, or (B) (where the service was
provided in a hospital, clinic, or other facility) to the facility in which
the service was provided if there is a contractual arrangement between
such physician or other person and such facility under which such
facility submits the bill for such service.

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

(d) Any contract with a carrier under this section may require such
carrier or any of its officers or employees certifying payments or dis-
buring funds pursuant to the contract, or otherwise participating in
carrying out the contract, to give surety bond to the United States in
such amount as the Secretary may deem appropriate.

(e) (1) No individual designated pursuant to a contract under this
section as a certifying officer shall, in the absence of gro negligence
or intent to defraud the United States, be liable with respect to any
payments certified by him under this section.

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

(8) No such carrier shall be liable to the United States for any pay.
ments referred to in paragraph (1) or (S).

(f), For purpose of this part, the term "carrier" means-
(1) with respect to providers of services and other persons, a
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voluntary association, corporation, partnership, or other nongov.
ernmental organization which is lawfully engaged in providing,
paying for, or reimburing the cost of, health services under
group insurance policies or contracts, medical or hospital service
agreements, membership or subscription contracts, or similar
group arrangements, in consideration of premiums or other peri-
odio charges payable to the carrier, including a health benefits
plan duly sponsored or underwritten by an employee organiza-
tion; and

(2) with respect to providers of services only, any agency or
organization (not described in paragraph (1)) with which an
agreement is in effect under section 1816.

(g) The Railroad Retirement Board shall, in accordance with such
regulations as the Secretary may prescribe, contract with a carrier
or carriers to perform the functions set out in this section with respect
to individuals entitled to benefits as qualified railroad retirement bene-
ficiaries pursuant to section 226(a) of this Act and section 7(d) of
the Railroad Retirement Act of 1974.

State Agreements for Coverage of Eligible Individuals Who Are
Receiving Money Payments Under Public Asistance Programs
(or Are Eligible for Medical Assistance)

Sec. 1843. (a) The Secretary shall, at the request of a State made
before January 1, 1970, enter into an agreement with such State pur-
suant to which all eligible individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will be
enrolled under the program established by this part.

(b) An agreement entered into with any State pursuant to subsee-
tion (a) may be applicable to either of the following coverage groups:

(1) individuals receiving money payments under the plan of
such State approved under title I or title XVI; or

(2) individuals receiving money payments under all of the
plans of such State approved under titles I, X, XIV, and XVI,
and part A of title IV.

Except as provided in subsection (g), there shall be excluded from
any coverage group any individual who is entitled to monthly in.
surance benefits under title II or who is entitled to receive an annuity
under the Railroad Retirement Act of 1974. Effective January 1,1974,
and subject to section 1902(f), the Secretary shall, at the request of
any State not eligible to participate hi the State plan program estab-
lished under title XVI, continue in effect the agreement entered into
under this section with such State subject to such modifications as the
Secretary may by regulations provide to take account of the termina--
tion of any plans of such State approved under titles I, X, X!V, and
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XVI and the establishment of the supplemental security income pro-
gram under title XVI.

(a) For purposes of this section, an individual shall be treated as an
eligible Individual only if he is an eligible individual (within the
meaning of section 1886) on the date an agreement covering him is
entered into under subsection (a) or he becomes an eligible individual
(within the meaning of such section) at any time after such date; and

• he shall be treated as receiving money payments described in subsec-
tion (b) if he receives such payments for the month in which the
agreement is entered into or any month thereafter.

(d) In the case of any individual enrolled pursuant to this section-
(1) the monthly premium to be paid by the State shall be deter-

mined under section 1889 (without any increase under subsection
(c) thereof);

(2) his coverage period shall begin on whichever of the follow-
ing is the latest:

(A) July 1,1988;
(B) the first day of the third month following the month

in which the 9tate agreement is entered into;
(0) the first day of the first month in which he is both an

eligible individual and a member of a coverage group speci.
fied in the agreement under this section; or

(D) such date as may be specified in the agreement; and
(8) his coverage period attributable to the agreement with the

State under this section shall end on the last day of whichever
of the following first occurs:

(A) the month in which he is determined by the State
agency to have become ineligible both for money payments
of a kind specified ih the agreement and (if there is in effect
a modification entereldnto under subsection (h)) for medical
assistance, or

(B) the month preceding the first month for which he
becomes entitled to monthly benefits under title II or to an
annuity or pension under the Railroad Retirement Act of
1987.

(e) Any individual whose coverage period attributable to the State
agreement is terminated pursuant to subsection (d) (8) shall be
deemed for purposes of this part (including the continuation of his
coverage period under this part) to have enrolled under section 1887
ih the initial general enrollment period provided by section 1887(c).

(f) With respect to eligible individuals receiving money payments
under the plan of a State approved under title I, X, XIV, or XVI or
part A of title IV, or eligible to receive medical assistance under the
plan of such State approved under title XIX, if the agreement enptped
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into under this section so provides the term "carrier" as defined in
section 1842(f) also includes the State agency, specified in such agree-
meat, which administers or supervises the administration of the plan
of such State approved under title I, XVI, or XDX The agreement
shall also contain such provisions as will facilitate the financial tas
actions of the State and the carrier with respect to deductions, coin.

,woe surance, and otherwise, and as will lead to economy and efficiency of
4 operation, with respect to individuals receiving money payments under

plans of the State approved under titles I, X, XIV, and XVI, and
part A of title IV, and individuals eligible to receive medical assist-
ance under the plan of the State approved under title XIX.

(g) (1) The Secretary shall, at the request of a State made before
January 1, 1970, enter into a modification of an agreement entered
into with such State pursuant to subsection (a) under which the see-
ond sentence of subsection (b) shall not apply with respect to such
agreement.I-

(2) In the case of any individual who would (but for this subsec-
tion) be excluded from the applicable coverage group described in
subsection (b) by the second sentence of such subsection-

(A) subsections (c) and (d) (2) shall be applied as if such
subsections referred to the modification under this subsection (in
lieu of the agreement under subsection (a)),"

(B) subsection (d) (8) (B) shall not apply so long as there is
in effect a modification entered into by the State under this sub.
section, and

(C) notwithstanding subsection (a), in the case of any termi-
nation described in such subsection, such individual may termi-
nate his enrollment under this part by the filing of a notice, before
the close of the third month which begins after the date of such
termination, that he no longer wishes to participate in the insur-
ance program established by this part (and in such a case, the
termination of his coverage period under this part shall take
effect as of the close of such third month).

(h) (1) The Secretary shall, at the request of a State matde before
January 1, 1970, enter into a modification of an agreement entered
into with such State pursuant to subsection (a) under which the cov-
erage group described in subsection (b) and specified in such agree-
ment is broadened to include individuals who are eligible to receive
medical assistance under the plan of such State approved under title
XIX

(2) For purposes of this section, an individual shall be treated as
eligible to receive medical assistance under the plan of the State
approved under title XIX if, for the month in which the modifica-
tion is entered into tnder this subsection or for any month thereafter,
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he has been determined to be eligible to receive medical assistance
under such plan. In the case of any individual who would (but for
this subsection) be excluded from the agreement, subsections (c) and
(d) (B) shall be applied as if they referred to the modification under
this ibiaction (in lieu of the agreement tinder subsection (a)), and
subsection (d) (B) (C) shall be applied by substituting "second month

. following the first month" for "first month."

Appropriations to Cover Government Contributions and
Contingency Reserve

Sec. 1844. (a) There are authorized to be appropriated from time
to time out of any moneys in the Treasury not otherwise appropriated,
to the Federal Supplementary Medical Insurance Trust Fund-

(1) (A) A Government contribution equal to the aggregte
premiums payable for a month for enrollees age 65 and over
under this part and deposited in the Trust Fund, multiplied by
the ratio of-

(i) twice the dollar amount of the actuarially adequate rate
per enrollee age 65 and over as determined under section
1889(o) (1) for such month, minus the dollar amount of the
premium per enrollee for such month as determined under
section 1889 (o) (8), to

(ii) the dollar amount of the premium per enrollee for
such month, plus

(B) a Government contribution equal to the aggregate premi-
ums payable for a month for enrollees under age 65 under this
part and deposited in the Trust Fund, multiplied by the ratio of--

(I) twice the dollar amount of the actuarially adequate rate
per enrollee under age 65 as determined under section 1889
(c) (4) for such month, minus the dollar amount of the pre-
mium per enrollee for such month, as determined under sec-
tion 1889(c) (8), to

(ii) the dollar amount of the premium per enrollee for such
month.

(2) such sums as the Secretary deems necessary to place the
Trust Fund, at the end of any fiscal year occurring after June 80,
1987, in the same position in which it would have been at the end
of such fiscal year If (A) a Government contribution represent-
ing the excess of the premiums deposited in the Trust Fund dur-
ing the fiscal year ending June 80, 1967, over the Government
contribution actually appropriated to the Trust Fund during such
fiscal year had been appropriated to it on June 80,1967, and (B)
the Government contribution for premiums deposited in the Trust
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Fund after June 80,1987, had been appropriated to it when such
premiums were deposteL

(b) In order to assure prompt payment of benefits provided under
this part and the administrative expenses thereunder during the early
months of the program established by this part, and to provide a con-
tingency reserve, there is also authorized to be appropriated, out of
any moneys in the Treasury not otherwise appropriated, to remain
available through the calendar year 1969; for repayable advances
(without interest) to the Trust Fund, an amount equal to $18 mul.
tiplied by the number of individuals (as estimated by the Secretary)
who could be covered in July 1968 by the insurance program estab-
]lshed by this part if they had theretofore enrolled under this part.

Part C-Miscellaneous Provisions

Definition of Services, Institutions, etc.

Sec. 1861. For purposes of this title-

Spell of inlne
(a) The term "spell of illness" with respect to any individual means

a period of consecutive days--
(1) beginning with the first day (not included in a previous

spell of illness) (A) on which such individual is furnished in-
patient hospital services or extended care services, and (B) which
occurs in a month for which he is entitled to benefits under part A,
and

(2) ending with the close of the first period of 60 consecutive
days thereafter on each of which he is neither an inpatient of a
hospital nor an inpatient of a skilled nursing facility.

Ilatiett Hospital Services
(b) The term "inpatient hospital services" means the following

items and services furnished to 4n inpatient of a hospital and (except
as provided in paragraph (8)) by the hospital--

(1) bed and board;
(2) such nursing services and other related services, such use

of hospital facilities, and such medical social services as are
ordinarily furnished by the hospital for the care and treatment
of inpatients, and such drugs, biological, supplies, appliances,
and equipment, for use in the hospital, as are ordinarily furnished
by such hospital for the care and treatment of inpatients; and

(8) such other diagnostic or therapeutic items or services, fur-
nished by the hospital or by others under arrangements with them
made by the hospital, as are ordinarily furnished to inpatients
either by such hospital or by others under such arrangements;
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excluding, however--

(4) medical or surgical services provided by a physician, resi-
dent, or intern; and

(5) the services of a private-duty nurse or other private-duty
attendant.

Paragraph (4) shall not apply to services provided in a hospital by-
(6) an intern or a resident-in-training under a teaching pro-

gram approved by the Council on Medical Education of the
American Medical Association or, in the case of an osteopathic
hospital, approved by the Committee on Hospitals of the Bureau
of Professional Education of the American Osteopathic Associa-
tion, or, in the case of services in a hospital or osteopathic hospital
by an intern or residentin-training in the field of dentistry, ap-
proved by the Council on Dental Education of the American
Dental Association, or in the case of services in a hospital or
osteopathic hospital by an intern or resident-in-training in the
field of podiatry, approved by the Council on Podiatry Education
of the American Podiatry Association; or

(7) a physician where the hospital has a teaching program
approved as specified in paragraph (6), unless (A) such inpatient
is a private patient (as defined in regulations), or (B) the hos-
pital establishes that during the two-year period ending Decem-
ber 31, 1967, and each year thereafter all inpatients have been
regularly billed by the hospital for services rendered by physi-
cians and reasonable efforts have been made to collect in full
from all patients and payment of reasonable charges (including
applicable deductibles and coinsurance) has been regularly col-
lected in full or in substantial part from at least 50 percent of all
inpatients.

Inpatient Pschlatrie Hosia Services

(c) The term "inpatient psychiatric hospital services" means inpa-
tient hospital services furnished to an inpatient of a psychiatric hos-
pital.

Inpatient Tuberuoss Hogotw Services

(d) The term "inpatient tuberculosis hospital services" means in:
patient hospital services furnished, to an inpatient of a tuberculosis
hospital.

Rosgot
(e) The term "hospital" (except for purposes of sections 1814(d),

1814(f) and 1885 (b), subsection (a) (2) of this section, paragraph
(7) of this subsection, and subsections (i) and (n) of this section)
means an institution which-
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(1) is primarily engaged in providing, by or under the super-
vision of physicians, to inpatisnt. (A) diagnostic services and
therapeutic services for medical disgnuis tmatment, and care of
injured, disabled, or sick persons, or (B) rehabilitation services
for the rehabilitation of injured, disabled, or sick persons;

(2) maintains clinical records on all patients;
(8) has bylaws in effect with respect to its staff or phyicimns;
(4) has a requirement that every patient must be under the

car of a physician;
(5) provides 24-hour nursing service rendered or supervised by

a registered professional nurse, and has a licensed practical nurse
or registered professional nurse on duty at all times except that
until January 1,1976, the Secretary is authorized to waive the re-
quirement of this paragraph for any one-year period with respect
to any institution, insofar as such requirement relates to the pro.
vision of twenty-four-hour nursing service rendered or supervised
by a registered professional nurse (except that in any event a
registered professional nurse must be present on the premises to
render or supervise the nursing service provided, during at least
the regular daytime shift), where immediately preceding such
one-year period he finds that-

(A) such institution is located in a rural area and the sup-
ply of hospital services in such area is not sufficient to meet
the needs of individuals residing therein,

(B) the failure of such institution to qualify as a hospital
would seriously reduce the availability of such services to
such individual, and

(C) such institution has made and continues to make a
good faith effort to comply with this paragraph, but such
compliance is impeded by the lack of qualified nursing per-
sonnel in such area;

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

(7) in the case of an institution in any State in which State or
applicable local law provides for the licensing of hospitals, (A)
is licensed pursuant to such law or (B) is approved, by the agency
of such State or locality responsible for licensing hospitals, as
meeting the standards established for such licensing;

(8) has in effect an overall plan and budget that meets the re-
quirements of subsection (z) ; and

(9) meets such other requirements as the Secretary finds neces-
sary in the interest of the health and safety of the hidividuals who
are furnished services in the institution.

For purposes of subsection (a) (2), such term includes any institution
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which meet the requirements of paragraph (1) of this subsection. For
purposes of sections 1814(d) and 1885(b) (including determination
of whether an individual received inpatient hospital services or diag-
nostic services for purposes of such sections), section 1814(f) (9), and
subsections (i) and (n) of this section, such term includes any institu-
tion which (i) meets the requirements of paragraphs (5) and (7) of
this sublection, (H) s not primarily engamd in providing the services
described in section 1861(j) (1) (A) and (iii) is primarily engaged in
providing, by or under the supervision of individuals referred to in
paragraph (1) of section 1861(r) to inpatients diagnostic services and
therapeutic services for medical diagnosis, treatment, and care of
injured, disabled, or sick persons, or rehabilitation services for the re-
habilitation of injured, disabled, or sick persons. For purposes of sNo
tion 1814(f) (1), such term includes an institution which (i) is a hos-
pital for purposes of sections 1814(d), 1814(f) (9), and 18835(b) and
(ii) is accredited by the Joint Commission on Accreditation of Hospi-
tals, or is accredited by or approved by a program of the country in
which such institution is located if the Secretary finds the accredita-
tion or comparable approval standards of such program to be essen-
tially equivalent to those of the Joint Commission on Accreditation
of Hospitals.

Notwithstanding the preceding provisions of this subsection, such
term shall not, except for purposes of subsection (a) (2), include any
institution which is primarily for the care and treatment of mental
diseases or tuberculosis unless it is a tuberculosis hospital (as defined
in subsection (g)) or unless it is a psychiatric hospital (as defined
in subsecWon (f)). The term "hospital" also includes a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only with
respect to items and services ordinarily furnished by such institution
to inpatients, and payment may be made with respect to services
provided by or in such an institution only to such extent and under
such conditions, limitations, and requirements (in addition to or in

. lieu of the conditions, limitations, and requirements otherwise applica-
ble) as may be provided in regulations. For provisions deeming cer-
tain requirements of this subsection to be met in the case of accredited
institutions, see section 1885.

?qhsr go$"
(f) The term "psychiatric hospital" means an institution which-

(1) is primarily engaged in providing, by or under the super.
vision of a physician, psychiatric services for the diagnosis and

- treatment of mentally ill persons;
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(9) tisfe the requirements of paragraphs (8) through (9)

ofsusction (e);
(8) maintains clinical records on all patients and maintains

such records a the Secretary finds to be necesry to dete
the degree and intensity of the threaten provided to individuals
entitled to hospital insurance benefit under part A;

(4) meets such stafbg requirements u the Secretary finds neo-
essary for the institution to carry out an active program of treat-
meat for individuals who are furnished services in the institution;
and

(5) is accredited by the Joint Commision on Accreditation of
Hospitals,

In the cam of an institution which satisfies paragraphs (1) and (9)
of the preceding sentence and which conti a distinct part which also
atisfies paragraphs (8) and (4) of such sentence, such distinct part
shall be considered to be a "psychiatric hospital" if the institution Is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

Tuhruiuies H.~Itsl

(g) The term "tuberculosis hospital" means an institution which-
(1) is primarily engaged in providing, by or under the super-

vision of a physiciun, medical services for the diagnoss and treat.
meant of tuberculosis;

(2) satisfies the requirements of paragraphs (8) through (9)
of subsection (e) ;

(8) maintains clinical records on all patients frnd maintains
suc•. records as the Secretary finds to be necessary to determine
the degree and intensity of the treatment provided to individuals
covered by the insurance program established by part A;

(4)- meets such staffing requirements as the Secretary finds nec-
emary for the institution to carry out an active program of treat-
ment for individuals who are furnished services in the institution;
and

(5) is accredited by the Joint Commission on Accreditation of
Hospitals

In the cam of an institution which satisfies paragraphs (1) and (2) of
the preceding sentence and which contains a distinct part which also
satisfies paragraphs (8) and (4) of such sentence, such distinct part
shall be considered to be a "tuberculosis hospital" if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
it such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.
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(h) The term "extended care services" means the following items
and services furnished to an inpatient of a skilled nursing facility and
(except as provided in paragraphs (8) and (6)) by such skilled nuts
Ing failty-

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

(2) bed and board in connection with the furnishing of such
nursing care;

(8) physical, occupational, or speech therapy furnished by the
skilled nursing facility or by others under arrangements with
them made by the facility;

(4) medical social services;
(5) such drugs, biological, supplies, appliances, and equip-

ment, furnished for use in the skilled nursing facility as are
ordinarily furnished by such facility for the care and treatment
ofinpatient.;

(6) medical services provided by an intern or resident-in-
training of a hospital with which the facility has in effect a trans-
fer agreement (meeting the requirements of subsection (1)),
under a teaching program of such hospital approved as provided
in the last sentence of subsection (b), and other diagnostic or
therapeutic services provided by a hospital with which the facility
has such an agreement in effect; and

(7) such other services necessary to the health of the patients
as are generally provided by skilled nursing facilities;

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

Pot.Houpital Etended Car Seiness
(i) The term "post-hospital extended care services" means extended

care services furnished an individual after transfer from a hospital in
which he was an inpatient for not less than 3 consecutive days before
his discharge from the hospital in connection with such transfer. For
purposes of the preceding sentence, items and services shall be deemed
to have been furnished to an individual after transfer from a hospital,
and he shall be deemed to have been an inpatient in the hospital im-
mediately before transfer therefrom, if he is admitted to the skilled
nursing facility-

(A) within 14 days after discharge from such hospital, or (B)
within 28 days after such discharge$ in the case of an individual
who was unable to be admitted to a skilled nursing facility within
such 14 days because of a shortage of appropriate bed space in
the geographic area in which he resides, or (C) within such time
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as it would be medically appropriate to begin an active course of
treatments in the case of an individual whome condition is such
that skilled nursing facility care would not be medically appro.
private within 14 days after discharge from a hospital;

an individual shall be deemed not to have been discharged from a
skilled nursing facility if, within 14 days after discharge therefrom,

She is admitted to such facility or any other skilled nursing facility.

SMled Nus* Fa&Wfty
(j) The term "skilled nursing facility" means (except for purposes

of subsection (a) (2)) an institution (or a distinct part of an institu-
tion) which has in effect i transfer agreement (meeting the require.
ments of subsection (1)) with one or more hospitals having agree-
ments in effect under section 1866 and which-

(1) is primarily engaged in providing to inpatients (A)
skilled nursing care and related services for patients who require
medical or nursing care, or (B) rehabilitation services for the re-
habilitation of injured, disabled, or sick persons;

(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by)
a group of professional personnel, including one or more physi-
cians and one or more registered professional nurses, to govern
the skilled nursing care and related medical or other services it
provides;

(8) has a physician, a registered professional nurse, or a medi-
cal staff responsible for the execution of such policies;

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

(5) maintains clinical records on all patients;
(6) provides 24-hour nursing service which is sufficient to meet

nursing needs in accordance with the policies developed as pro-
OPP vided in paragraph (2), and has at least one registered profes-

sional nurse employed full time;
(7) provides appropriate methods and procedures for the dis-

pensing andadministering of drugs and biologicals;
(8) has in effect a utilization review plan which meets the re

quirements of subsection (k) ;
(9) in the case of an institution in any State in which State or

applicable local law provides for the licensing of institutions of
this nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency of such State or locality responsible for
licensing institutions of this nature, as meeting the standards
established for such licensing;
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(10) has in effect an overall plan and budget that mee*s
the requirements of *duction (2);

(11) supplies full and complete information to the Secretary
or his delegate-as to the identity (A) of each person who has any
direct or indirect ownership interest of 10 per centum or more in
such skilled nursing facility or who is the owner (in whole or in
part) of any mortgage, deed of trust, note, or other obligation
secured (in whole or in part) by such skilled nursing facility or
any of the property or assets of such skilled nursing facility, (B)
in case a skiUed nursing facility is organized as a corporation, of
each officer and director of the corporation, and (C) in case a
skilled nursing facility is organized as a partnership, of each part-
ner; and promptly reports any changes which would affect the
current accuracy of the information so required to be supplied;

(12) cooperates in an effective program which provides for a
regular program of independent medical evaluation and audit of
the patients in the facility to the extent required by the programs
in which the facility participates (including medical evaluation of
each patient's need for skilled nursing facility care);

(18) meets such provisions of the Life Safety Code of the
National Fire Protection Association (21st edition, 1967) as are
applicable to nursing homes; except that the Secretary may waive,
for such periods as he deems appropriate, specific provisions of
such Code which if rigidly applied would result in unreasonable
hardship upon a nursing home, but only if such waiver will not
adversely affect the health and safety of the patients; except that
the provisions of such Code shall not apply in any State if the
Secretary finds that in such State there is in effect a fire and safety
code, imposed by State law, which adequately protects patients in
nursing facilities; and

(15) meets such other conditions relating to the health a•jd
safety of individuals who are furnished services in such institution
or relating to the physical facilities thereof as the Secretary may
find necessary (subject to the second sentence of section 1868),
except that the Secretary shall not require as a condition of
participation that medical social services be furnished in any
such institution; except that such term shall not (other than for
purposes of subsection (a' (2)) include any institution which is
primarily for the care and treatment of mental diseases or tuber-
culosis. For purposes of subsection (a) (2), such term includes any
institution which meets the requirements of paragraph (1) of this
subsection. The term "skilled nursing facility" also includes an
institution described in paragraph (1) of subsection (y), to the
extent and subject to the limitations provided in such subsection.
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Notwidstanding say other provision of law, all information con-
cerning skilled nursing facilities Tequired by this sn to
be filed with the Secretary shall be made available to Federal or
State employees for purposes consistent with the effective admin.
istration of programs established under titles XVIII and XIX
of tis Act.

To the oqtent that paragraph (6) of this subsection may be
deemed to require that any skilled nursing facility engage the
services of a registered professional nurse for more than 40 hours
a week, the Secretary is authorized to waive such requirement if
he finds that--

(A) such- facility is located in a rural area and the supply
of skilled nursing facility services in such area is not suflicient
to meet the needs of individuals residing therein,

(B) such facility has one full-time registered professional
nurse who is regularly on duty at such facility 40 hours a
week, and

(C) such facility (i) has only patients whose physicians
have indicated (through physicians' orders or admission
notes) that each such patient does not require the services of
a registered nurse or a physician for a 48.hour period, or (iH)
has made arrangements for a registered professional nurse or
a physician to spend such time at such facility as may be
indicated as necessary by the physician to pro vide necessary
skilled nursing services on days when the regular full-time
registered professional nurse is not on duty.

Utliatlon bew
(k) A utilization review plan of a hospital or skilled nursing facility

shall be considered sufficient if it is applicable to services furnished by
the institution to individuals entitled to insurance benefits under this
title and if it provides-

(1) for the review, on a sample or other basis, of admissions to
the institution, the duration of stays therein, and the professional
services (including drugs and biologicals) furnished, (A) with
respect to the medical necessity of the services, and (B) for the
purpw •of promoting the most efficient use of available health
facilities and services;

(2) for such review to be made by either (A) a staff commit.
tee of the institution composed of two or more physicians, with
or without participation of other professional personnel, or (B) a*
group outside the institution which is similarly composed and (I)
which is established by the local medical society and some or all
of the hospitals and skilled nursing facilities in the locality, or
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(i) if (and for as long as) there has not been established such S
group which serves such institution, which is established in such
other manner as may be approved by the Secretary;

(8) for such review, in each case of inpatient hospital services
or extended care services furnished to such an individual during a
continuous period of extended duration, as of such days of such
period (which may differ for different classes of cases) as may be
specified in regulations, with such review to be made as promptly
as possible, after each day so specified, and in no event later than
one week following such day; and

(4)' for prompt notification to the institution, the individual,
and his attending physician of any finding (made after oppor.
tunity for consultation to such attending physician) by the physi.
cian members of such committee sr group that any further stay
In the institution is not medically necessary.

The review committee must be composed as provided in clause (B)
of paragraph (2) rather than as provided in clause (A) of such para-
graph in the case of any hospital or skilled nursing facility where, be.
cause of the small size of the institution, or (in the case of a skilled
nursing facility) because of lack of an organized medical staff, or for
such other reason or reasons as may be included in regulations, it ii
impracticable for the institution to have a properly functioning staff
committee for the purposes of this suLbection. If the Secretary deter-
mines that the utilization review procedures established pursuant to
title XIX am superior in their effectiveness to the procedures required
under this section, he may, to the extent that he deems it appropriate,
require for purposes of this title that the procedures established pur.
suant to title XIX be utilized instead of the procedures required by
this section.

g ArmmMts for Trnstr Betw~a Skild•e Nursing FacIlities and Hospitals
(1) A hospital and a skilled nursing facility shall be considered to

have a transfer agreement in effect if, by reason of a written agree.
ment between them or (in case the two institutions are under common
control) by reason of a written undertaking by the person or body
which controls them, there is reasonable assurance that-

(1) transfer of patients will be effected, between the hospital
and the skilled nursing facility whenever such transfer is medi-
cally appropriate as determined by the attending physician; and

(2) there will be interchange of medical and other information
necessary or useful in the care and treatment of individuals trans.
erred between the institutions, or in determining whether such
individuals can be adequately cored for otherwise than in either
of such institutions.
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Any skilled nursing facility which does not have such an agreement in
effect, but which is found by a State agency (of the State in which
such facility is situated) with which an agreement under section 1804
is in effect (or, in th casn of a 8tate in which no such agency has an
agreement under section 1864, by the Secretary) to have attempted in
good faith to enter into such an agreement with a hospital sufficiently

o0' close to the facility to make feasible the transfer between, them of
patients and the information referred to in paragraph (2), shall be
considered to have such an agreement in effect if and for so long as
such agency (or the Secretary, as the cas may be) finds that to do so
is in the public interest and essential to asouring extended care serv-
ices for persons in the community who are eligible for payments with
respect to such services under this title.

How" Health SBrvimW
(m) The term "home health services" means the following items

and services furnished to an individual, who is under the car, of a
physician, by a home health agency or by others under arrangements
with them made by such agency, under a plan (for furnishing such
items and services to such individual) established and periodically
reviewed by a physician, which items and services are, except as pro-
vided in paragraph (7), provided on a visiting basis in a place of
residence used as such individual's home-

(1) part-time or intermittent nursing care provided by or under
the supervision of a registered profesional nurse;

(2) physical, occupational, or speech therapy;
(8) medical social services under the direction of a physician;
(4) to the extent permitted in regulations, part-tibn or Inter-

mittent services of a home l4ealth aide;
(5) medical supplies (otýer than drugs and biologicals), and the

use of medical appliances, while under such a plan;
(6) in the case of a home health agency which is affiliated or

under common control with a hospital, medical services provided
by an intern or resident-in-training of such hospital under a teach-
ing program of such hospital approved as provided in the last
sentence of subsection (b) ; and

(7). any.,oftheforegoingitems and services which are provided.
on an outpatient basis, under arrangements made by the home
health agency, at a hospital or skilled nursing facility, or at
rehabilitation center which meets such standards as may be pre-
scribed in regulations, and-

(A) the furnishing of which involves the use of equipment
of such a nature that the items and services cannot readily be
made available to the individual in such place qf residence, or
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(B) which ane fumid w at such ailty while h is there

to receive any such item or service described in clause (A),
but not including transportation of the individual in connec-
tion with any such item or service;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of s hospital.

Poet-Uospil Home Health Services
(n) The term "post-hospital home health services" means home

health services furnished an individual within one year after his most
recent discharge from a hospital of which he was an inpatient for not
less than 8 consecutive days or (if later) within one year after his most
recent discharge from a skilled nursing facility of which he was an
Inpatient entitled to payment under part A for post-hospital extended
care services, but only if the plan covering the home health services (as
described in subsection (m) is established within 14 days after his
discharge from such hospital or skilled nursing facility.

HNmo Health Ageuq
(o) The term "home health agency" means a public agency or pri-

vats organization, or a subdivision of such an agency or organization,
which-

(1) is primarily engaged in providing skilled nursing services
and other therapeutic services;

(2) has policies, established by a group of professional person-
nol (associated with the agency or organization), including one
or more physicians and one or more registered professional nurses,
to govern the services (referred to in paragraph (1)) which it
provides, and provides for supervision of such services by a phy-
sician or registered professional nurse;

(8) maintains clinical records on all patients;
(4) in the case of an agency or organization in any State in

which State or applicable local law provides for the licensing of
-• agencies or organizations of this nature, (A) is licensed pursuant

to such law, or (B) is approved, by the agency of such State or
locality responsible for licensing agencies or organizations of this
nature, as meeting, the standards established for such licensing;

(5) has in effect an overall plan and budget that meets the re-
quirements of subsection (z); and

(6) meets such other conditions of participation as the Secre-
tary "ay find necemary in the interest of the health and safety
of individuals who are furnished services by such agency or
organization;
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except that such term shalt not include a private orgaiation which
is not a nonprofit organization exempt from Federal income taxation
under section 501 of the Internal Revenue Code of 1M (or a subdivi-
sion of such organization) unless it is licensed pursuant to State law
and it meets such additional standards and requirements a may be
prescribed in regulations; and except that for purposes of part A

~ such term shall not Include any agency or orgaiztion which is pri-
marily for the care and treatment of mental diseam.

outpstint Phui Thaow Sinoib
(p) The term "outpatient physical therapy services" means physi.

cal therapy services furnMhed by a provider of services, a clinic, re-
habilitation agency, or a public health agency, or by others under an
arrangement with, and under the supervision of, such provider, clinic,
rehabilitation agency, or public health agency to an individual as an
outpatient,-

(1) who is under the care of a physician (as defined in section
1861(r) (1), and

(2) with respect to whom a plan prescribing the type, amount,
and duration of physical therapy services that are to be furnished
such individual has been established, and is periodically reviewed,
by a physician (as so defined);

excluding, however--
(8) any item or service if it would not be included under sub.

section (b) if furnished to an inpatient of a hospital; and
(4) any such service-

(A) if furnished by a clinic or rehabilitation agency, or
-by others under arrangements wite such clinic or agency,
unless such clinic or rehabilitation agency-

(i) provides an adequate program of physical therapy
services for outpatients and has the facilities and per-
sonnel required for such program or required for the
supervision of such a program, in accordance with such
requirements as te Secretary may specify,

(ii) has policies, established by a group of professional
personnel, including one or more physicians (associated
with the clinic or rehabilitation agency) and one o'r more
qualified jilyjaicai-theraposts, ........
ferred to in clause (i)) it provides,

(iii) maintains clinical records on all patients,.
(iv) if such clinic or agency is situated in a State in

which State or applicable local law provides for the
licensing of institutions of this nature, (I) is licensed
pursuant to such law, or (II) is approved by the agency
of such State or locality responsible for licensing insti-
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tutions of this nature, as meeting the standards estab.
lishod for such licensing; and

(v) meets such other conditions relating to tiw health
and safety of individuals who are furnished services by
such clinic or agency on an outpatient basis, as the
Secretary may find necessary, or

(B) if furnished by a public health agency, unlem such
agency meets such other conditions relating to health and
safety of individuals who ar furnished services by such
agency on an outpatient basis, as the Secretary may find
necessary. The term "outpatient physical therapy services"
also includes physical therapy services furnished an individ-
ual by a physical therapist (in his office or in such individ-
ual's home) who meets licensing and other standards pre-
scribed by the Secretary in regulations, otherwise than under
an arrangement with and under the supervision of a provider
of services, clinic, rehabilitation agency, or public health
agency, if the furnishing of such services meets such condi-
tions relating to health and safety as the Secretary may find
necessary. In addition, such term includes physical therapy
services which meet the requirements of the first sentence of
this subsection except that they are furnished to an individ-
ual as an inpatient of a hospital or extended care facility.
The term "outpatient physical therapy services" also includes
speech pathology services furnished by a provider of services,
a clinic, rehabilitation agency, or by a public health agency,
or by others under an arrangement with, and under the super-
vision of, such provider, clinic, rehabilitation agency, or pub.
lic health agency to an individual as an outpatient, subject
.to the conditions prescribed in this subsection.

Physiians Services

(q) The term "physicians' services" means professional services
performed by physicians, including surgery, consultation, and home,
office, and institutional calls (but not including services described in
subsection (b) (6)).

(r) The term "physician," when used in connection with the per-
formance of any function or action, means (1) a doctor of medicine
or osteopathy legally authorized to practice medicine and surgery by
the State in which he performs such function or action (including a
physician within the meaning of section 1101(a) (7) ), (2) a doctor of
dentistry or of dentatlor oral surgery who is legally authorized to
practice dentistry by the State in which he performs such function
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but only with respect to (A) surgery rel&d to the jaw or any truco
turn contiguous to the jaw or (B) the reduction of any fracture, of the
jaw or any facial bone, or (C) the certification required by section
1814(a) (9)(E) of this Act, (8) except for the purposes of sec-
tion 1814(s), section 1885, and subsections (J), (k), (m), and (o) of
this section, a doctor of podiatry or surgical chiropody, but (unlem

Clause (1) of this subsection also applies to him) only with respect to
functions which he is legally authorized to perform as such by the
State in which he performs them, or (4) a doctor of optometry who is
legally authorized to practice optometry by the State in which he per-
forms such function, but only with respect to establishing the necessity
for prosthetio lenses, or (5) a chiropractor who is licensed as such
by the State (or in a State which does not license chiropractors as
such, is leplly authorized to perform the services of a chiropractor In
the Jurisdiction in which he performs such services), and who meets
uniform minimum standards promulgated by the Secretary, but only
for the purpose of sections 1861(s) (1) and 1861(s) (2) (A) and only
with respect to treatment by means of manual manipulation of the
spine (to correct a subluxation demonstrated by X-ray to exist) which
he is legally authorized to perform by the State or jurisdiction in
which such treatment is provided. For the purposes of section 1862(a)
(4) and subject to the limitations and conditions provided in the
previous sentence, such term includes a doctor of one of the arts, speci-
fied in such previous sentence, legally authorized to practice such art
in the country in which the inpatient hospital services (referrd to in
such section 1862(a) (4)) are furnished.

Meld and Other &men Srvlws
(s) The term "medical and other health services" means any of the

following items or services;
(1) physicians' services;
(2),(A) services and supplies (including drugs and biological

which cannot, as determined in accordance with regulations, be
self-administered) furnished as an incident to a physician's pro.
fessional service, of kinds which are commonly furnished in
pjhysicigns' ofiges and are commonly either rendered without
charge or included in the physicians' bills;

(B) hospital services (including drugs and biologicals which
cannot, as determined in accordance with regulations, be self-

patients;
(C) diagnostic services which are-

(I) furnished to an individual as an outpatient by a hose
pital or by others under arrangements with them made by a

hospital, and



(ii) ordinarily furnished by such hospital (or by others
under such arrangements) to its outpatients for the purpose
of diagnostic study; and

(D) outpatient physical therapy services;
(8) diagnostic X-ray tests (including tests under the super.

vision of a physician, furnished In a place of residence used as
the patient'u home, if the performance of such tests meets such
conditions relating to health and safety as the Secretary may find
neemuary), diagnostic laboratory tests, and other diagnostic testal

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

(5) surgical dressings, and splints, casts, and other devices used
for a reduction of fractures and dislocations;

(8) durable medical equipment, including iron lungs, oxygen
tents, hospital beds, and wheelchairs used in the patient's home
(including an institution used as his home other than an institu.
tion that meets the requirements of subsection (e) (1) or (J) (1)
of this section), whether furnished on a rental basis or purchased;

(7) ambulance service where the use of other, methods of
transportation is contraindicated by the Individual's condition,
but only to the extent provided in regulations;

(8) prosthetic devices (other than dental) which replace alloor
part of an internal body organ (including colostomy bags and
supplies directly related to colostomy care) including replace.
ment of such devices; and

(9) leg, arm, back, and neck braces, and artificial legs, arms,
and eyes, including replacements if required because of a change
in the patient's physical condition.

No diagnostic tests performed in any laboratory which is independent
of a physician's office or a hospital (which, for purposes of this sen-
tence, means an institution considered a hospital for purposes of sec-
tion 1814(d)) shall be included within paragraph (8) unless such
laboratory-. p)

(10) if situated in any State in which State or applicable local
law provides for licensing of establishments of this nature, (A)
!a licowe pursuant to suclt law, or (B) is approved, by the agency
of such State or locality, responsible for licensing establishments
of this nature, as meeting-the standards established for suchlicensing; aN

(11) meets such other conditions relating to the health and
safety of individuals with respect to whom such tests are per.
formed as the Secretary may find necessary,

There shall be excluded from the diagnostic services specified in
paragraph (2) (C) any item or service (except services referred to
in paragraph (1)) which--
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(12) would not be included under subsection (b) if it were fur.

nished to an inpatient of a hospital; or
(18) is furnished under amngents referred to in such parn-

graph (2) (C) unless furnished in the hospital or in other facili-
ties operated by or under the supervision of the hospital or its
organized medical "if.

m, None of the items and services referred to in the preceding paragraphs
(other than paragraphs (1) and (2) (A)) of this subsection which are
furnished to a patient of an institution which meets the definition of
a hospital for purposes of section 1814(d) shall be included unless
such other conditions are met as the Secretary may find necessary
relating to health and safety of individuals with respect to whom such
item and services are furnished.

Drus sad & Blologsi
(t) The term "drugs" and the term "biologicals" except for pur.

poses of subsection (m) (5) of this section, include only such drugs
and biological respectively, as are included (or approved for inclu.
sion) in the United States Pharmacopoeia, the National Formulary,
or the United States Homeopathio Pharmacopoea, or in Now Drugs
or Accepted Dental Remedies (except for any drugs and biologicals
unfavorably evaluated therein), or as are approved by the pharmacy
and drug therapeutics committee (or equivalent committee) of the
medical staff of the hospital furnishing such drugs and blologicals
for use in such hospitals.

P #%&lder ot 8sr
(u) The term "provider of services" means a hospital, skilled nun*

ing facility, home health agency, or, for purposes of section 1814(g)
and section 1885(e), a fund.

Reasonable Cut
(v) (1) (A) The reasonable cost of any services shall be the cost ac

tually incurredoxcludwig therefrom any part of incurred cost found
to be unnecessary in the eflicient delivery of needed health services
and shall be determined in accordance with regulations establh

methe meod or methods to be used, and the items to belncluded, hideter such costs for various types or classes of institutions,
agencies and services; except that in any case to which paragraph
(2) or (8) applies, the amount of the payment determined under
such paragraph with respect to the services involved shall be con-
sidered the reasonable cost of such services. In prescribing the regula-
tions referred to in the preceding sentence, the Secretary shall
consider, among other things, the principles generally applied by na-
tional organizations or established repayment organizations (which



have developed such principles) fncomputing the amount of payment,
to be made by persons other than the recipients of services, to providers
of services on account of services furnished to such recipients by
such providers. Such regulations may provide for determination of
the costs of services on a per dim,per unit, per capita, or other basis,
may provide for using different methods in different circumstances,
may provide for the use of estimes of costs of particular items or
services may provide for the establishment of limits on the direct or
indirect overall incurred costs or incurred costs of specific items or
services or groups of items or services to be recopized as reasonable
based on estimates of the costs necessary in the efficient delivery of
needed health services to individuals covered by the insurance pro-
grams established under this title, and may provide for the use of
charges or i percentage of charges where this method reasonably
reflects the costs. Such regulations shall (I) take Into account both
direct and indirect costs of providers of services (excluding therefrom
any such costs, including standby costs, which are determined in ac-
cordance with regulations to be unnecemary In the efficient delivery of
services covered by the insurance programs established under the
title) In order that, under the methods of determin• costs, the neces-
sary costs of efficiently delivering covered services to individuals cov-
ered by the insurance programs estalkhed by this title will not be
borne by individuals not so covered, and the costs with respect to In-
dividuals not so covered will not be borne by such insurance programs,
and (ii) provide for the making of suitable retroactive corrective ad-
jusmnets where, for a provider of services for any fiscal period, the
aggregate reimbursement produced by the methods of determining
costs proves to be either inadequate or excesive.

(B) Such regulations in the case of extended care services furnished
by proprietary facilities shall include provision for specific recogni-
tion of a reasonable return on equity capital, including necemary
working capital, invested in the facility and used in the furnishing
of such services, in lieu of other allowances to the extent that they

. reflect similar item& The rate of return recognized pursqnb to the
preceding sentence for determining the reasonable cwst of any serv-
ices furnished it anf fiscal period shall not exceeid one and one-half
times the average of the rates of interest, for each of the months any
part of which is included in such fiscal period, on obligations issued
for purchase by the Federal Hospital Insurance Trust Fund.

(0) Where a hospital has an arrangement with a medical school
under which the faculty of such school provides services at such hos-
pital, an amount not in excess of the reasonable cost of such services
to the medical school shall be included in determining the reasonable
cost to the hospital of furnishing services-
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(I) for which payment may be made under part At but only if
(I) payment for such services as furnished under such

arrangement would be made under part A to the hospital
had such services been furnished by the hospital, and

(HI) such hospital pays to the medical school at least the
reasonable cost of such services to the medical school, or

(ii) for which payment may be made under part B, but only
if such hospital pays to the medical school at least the reasonable
cost of such services to the medical school.

(D) Where (I) physicians furnish services which are either in-
patient hospital services (including services in conjunction with the
teaching programs of such hospital) by reason of paragraph (7) of
subsection (b) or for which entitlement exists by reason of clause (II)
of section 1882(a) (2) (B) (i) and (ii) such hospital (or medical
school under arrangement with such hospital) incurs no actual cost
in the furnishing of such services, the reasonable cost of such serv-
ices shall (under regulations of the Secretary) be deemed to be the
cost such hospital or medical school would have incurred had it paid a
salary to such physicians rendering such services approximately equiv-
alent to the average salary paid to all physicians employed by such
hospital (or if such employment does not exist, or is minimal in such
hospital, by similar hospitals in a geographic area of sufficient size to
assure reasonable inclusion of sufficient physicians in development of
such average salary).

(E) Such regulations may, in the case of skilled nursing facilities
in any State, provide for the.uses of rates, developed by the State in
which such facilities are located, for the payment of the cost of skilled
nursing facility services furnished under the State's plan approved
under title XIX (and such rates may be increased by the Secretary
on a class or size of institution or on a geographical basis by a per-
centage factor' not in excess of 10 percent to take into account deter-
minable items or services or other requirements tinder this title not
otherwise included in the computation of such State rates), if the Sec-
retary finds that such rates are reasonably related to (but not neces-
sarily limited to) analyses undertaken by such State of costs of care
in comparable facilities hI such State' oxcept-that the foregoing pro--
visions of this subparagraph shall not apply to any skilled nursing
facility i1 such State if-,,

(i) such facility is a distinct part of or directly operated by
a hospital, or

(ii) such facility operates in a close, formal satellite relation*
ship (as defined in regulations of the Secretary) with a partici-
pating hospital or hospitals.

Notwithstanding the previous provisions of this paragraph in the
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case of i facility specified in claus (ii) of this subparagraph, the rea-
sonable cost of any services furnished by such facility as determined
by the Secretary undet this subsection shall not exceed 150 percent of
the costs determined by the application of this subparagraph (with-
out regard to such a clause (Hi)).

Certiblma oad Approal of Skilld S UNrsitaits
(2) (A) If the bed and board furnished as part of Inpatient hospital

services (including inpatient tuberculosis hospital services and in-
patients psychiatric hospital services) or post-hospital extended care
services is in accommodations more expensive than semi-private aw-
commodatlons, the amount taken into account for purposes of payment
under this title with respect to such services may not exceed an amount
equal to the reasonable cost of such services if furnished in such semi-
private accommodations unless the more expensive accommodations
were required for medical reasons.

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

(8) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and inpa-
tient psychiatric hospital services) or post-hospital extended care serv-
ices is in accommodations other than, but not more expensive than,
semi-private accommodations and the use of such other accommoda-
tions rather than semi-private accommodations was neither at the re-
quest of the patient nor for a reason which the Secretary determines is
consistent with the purposes of this title, the amount of the payment
with respect to such bed and board under part A shall be the reasonable

J cost of such bed and board furnished in semi-private accommodations
• (determined pursuarjt to paragraph (1)) minus the difference between

the charge customarily made by the hospital or skilled nursing facility
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations
furnished.

(4) If a provider of services furnishes items or services to an indi-
vidual which are in excess of or more expensive than the items or serv-
ices determined to be necessary in the efcient delivery of needed health
services and -charges are imposed for sush more expensive items or
services under the authority granted in section 1866(a) (2) (B) (ii),
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the amount of payment with respect to such items or services other.
wise due such provider in any fiscal period shall be reduced to the ex-
tent that such payment plus such charges exceed the cost actually
incurred for such items or services in the fiscal period in which such
charges are imposed.

(5) (A) Where physical therapy services, occupational therapy
,s, services, speech therapy services, or other therapy services or services

of other health-related personnel (other than physicians) are fur-
nished under an arrangement with a provider of services or other
organizations, specified in the first sentence of section 1861(p) the
amount included in any payment to such provider or other organic.
tion under this title as the reasonable cost. of such services (as fur.
nished under such arrangements) shall not exceed an amount equal to
the salary which would reasonably have been paid for such services
(together with any additional costs that would have been incurred
by the provider or other organization) to the person performing them
if they had been performed in an employment relationship with such
provider or other organization (rather than under such arrangement)
plus thio cost of such other expenses (including a reasonable allow.
ance for traveltime and other reasonable types of expense related to
any differences in acceptable methods of organization for the provi-
sion of such therapy) incurred by such person, as the Secretary may
In regulations determine to be appropriate.

(B) Nothwithstanding the provisions of subparagraph (A), if a
provider of services or other organization specified in the first sen-
tence Qf section 1861(b) requires the services of a therapist on a
limited part-time basis, or only to perform intermittent services, the
Secretary may make payment on the basis of a reasonable rate per
unit of service, even though such rate is greater per unit of time than
salary related amounts, where he finds that such greater payment is,
in the aggregate, less than the amount that would have been paid if
such organization had employed a therapist on a full. or part-time
salary basis.

(6) For purposes of this subsntion, the term "semi-private accom-
modations"e means two-bed, three-bed, or four-bed accommodations.

(7) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122,

Arragement for Certain Savlms
(w) The term "arrangements" is limited to arrangements under

which receipt of payment by the hospital, a skilled nursing facility, oi
home health agency (whether in its own right or as agent), with re-
spect to services for which an individual is entitled to have payment

FI
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made under this title, dlicarges the liability or such individual or
any other person to pay for the service

Sate in Ua" ted SMat

(W) The terms "StateU" and "United State" have the meaning given
to them by subsections (h) and (i), respectively, of section 210.

Pot.HospW xta bendid Car, is ar stlan Selhee Skld Nmrsft F•a es

(y) (1) Thq term "skilled nursing facility" also includes a Christian
Science unatorium operated, or listed and certified, by the First
Church of Christ Scientist, Boston, Massachusetts, but only (except
for purposes of subsection (a) (2)) with respect to items and services
ordinarily furnished by such an institution to inpatients, and pay.
ment may be made with respect to services provided by or in such an
institution only to such extent and under such conditions, limitations,
and requirements (in addition to or in lieu of the conditions, limita-
tions, and requirements otherwise applicable) as may be provided in
regulations.

(2) Notwithstanding any other provision of this title, payment un-
der part A may not be made for services furnished an individual In a
skilled nursing facility to which paragraph (1) applies unless such
individual elect., in accordance with regulations, for a spell of Ill-
newo to have such services treated as post-hospital extended care serv-
ices for purposes of such part; and payment under part A may not
be made for post-hospital extended care services-

(A) furnished an individual during such spell of illness in a
skilled nursing facility to which paragraph (1) applies after-

(i) such services have been furnished to him in such a
facility for 80 days during such spell, or

(iH) such services have been furnished to him during such
spell in a skilled nursing facility to which such paragraph
does not apply; or

(B) furnished an individual during such spell of illness in a
skilled nursing facility to which paragraph (1) does not apply
after such services have been furnished to him during such spell
in a skilled nursing facility to which such paragraph applies.

(8) The amount payable under part A for post-hospital extended
care services furnished an individual during any spell of illles in a
skilled nursing facility to which paragraph (1) applies shall be re-
duced by a coinsurance amount equal to one-eighth of the inpatient
hospital deductible for each day before the 81st day on which he is
furnished such services in such a facility during such spell (and the
reduction under this paragraph shall be in lieu of any reduction under
section 1818(a) (8)).

M1
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(4) For purposes of substoion-(i)r the determination of whether-9
services furnished by or in an institution described in paragraph (1)
constitute post-hospital extended care services shall be made in aw-
cordane with and subject to such conditions, limitations, and require
ments a may be provided in'egukation& -

Jusutlao.si hmm

(s) An overall plan and budget of a hospital, extended care fa-
cility, or homw health agency shall be considered sufficient if it--

(1) provides for an annual operating budget which includes
all anticipated income and expenses related to items which would,
under generally accepted accounting principles, be considered
income and expense items (except that nothing In this paragraph
shall require that there be prepared, in connection with any
budget an item-by-item identification of the components of each
type of anticipated expenditure or income);

(9) provides for a capital expenditures plan for at leat a 8-
year period (including the year to which the operating budget
described in subparagraph (1) is applicable) which includes and
identifies in detail the anticipated sources of financing for, and
the objectives of, each anticipated expenditure in excess of $100,-
000 related to the acquisition of land, the improvement of land,
buildings, and equipment, and the replacement, modernization,
and expansion of the buildings and equipment which -would,
under generally accepted accounting principles, be considered
capital items;

.(8) provides for review andupdating at least annually-; and
(4). is prepared, under the direction of the governing body of

the institution or agency, by a committee consisting of represent.
tives of the governing body, the administrative staff, and the
medical staff (if any) of the institution or agency.

10, . .Excluslons From- Coverage

Sec. 18 (a) Notwithstanding any other provisions of this title, no,
payment maybe made under padi A or' part B for any expenses in-
curred for items or services-

-(1) which are not- reasonable and neceuary-for-the-diagnosisio - -

or treatment of illness or injury or to improve the functioning of
a malformed body member;

(2) for which the individual furnished such items or services
has no legal obligation to pay1 and which no other person (by •
reason of such individual's membership in a prepayment plan or V
otherwise) has a legal obligation to provide or pay for;

~U ihiRUU -ai AJpaJ-5Aal~drdýo-ifir~tyý5JMJ -11gven
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entity (other than under this Act and otherthan under a health
benefitsorinsurance plan established fol- OplMoyeei of such a ..
entity), except in such cases s the Secretary may specify;

(4) which are not provided within the United States (except
foi inpatient hospital services furnished outside the United
States under the conditions described In section 1814(f) and, sub.
jec to such conditions, limitations, and requirements as are pro.
vided under or pursuant to this title, physicians' services and asin
bulance services furnished an individual in conjunction with such
inpatient hospital services but only for the period during which
such inpatient hospital services were furnished);

(5) which are required as a result of war, or of an act of war,
* occurring after the effective date of such individual's current

coverage under such part;
(8) which constitute personal comfort items;
(7) where such expenses are for routine physical checkups, eye.

glasses or eye examinations for the purpose of prescribing, fitting,
or changing eyeglasses, procedures performed (during the course
of any eye examination) todetermine the refractive state of the
eyes, hearing aids or examinations therefor, or immunizations;

(8) where such expenses are for orthopedic shoes or other su-.
.. .portive devices forth feet;.

(P) wberesuchexpensesareforcustodialcare;
(10) where such expenses are for cosmetic surgery or are inf

curred in connection therewith, except as required for the prompt
-repair-of accidental'injury or for improvement of the functioning
of a malformed body member!

III1 ) wheirsiich expenses constitute charges imposed by imn
mediate relatives of such individual or members of his household;

(12) where such expenses are for services in conjxeetion with the
care, treatment, filling, removal, or replacement of teeth or struc-
tures directly supporting teeth except that payment may be made
under part A In the cape of inpatient hospital services in connect.

A tion with the provision of such dental services if the individual,
... 4*mause-ofhiunderlyingm edl* c konditionandtltoiadta ..

requires hospitalization in connection with the provision of such
services; or .

(18)-whore such expenses are for-.
(A) the treatment bf flat foot conditions and the prescript--*

tion of supporting devices therefor,
(B) the treatment of subluxations of the foot, or
(C) routine foot care (including the cutting or removal of

corns, warts, or calluses, the trimming of nails, and other
routine hygiene care
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(b), Payment finder this title may not be made with respect to any

- item -or service to the extent that'payment has beeni niade, or can rea
sonably be Pxpected to be made (as determined in accordance with
regulations), with respect to such item or service, under a workmen's
compensation law or plan of the United States or a State. Any pay-
meat under this title with respect to any item or service shall be con-4 ditioned on reimbihre meant to the appropriate Trust Fund established
by this title when notice or other information is received that payment
for suchl Item or service hal been made under such a law or plan.

(o) No payment may be made. under this title with respect to any.,.
item or service furnished to oron behalf of any'individual on or after
January 1, 1976, if such item or service is covered under a health
benefits plan in which such individual is enrolled under chapter 89
of title 6s United States Code, unless prior to the date on which such
item or service is so furnished the Secretary shall have determined and
certified that such plan or the Federal- employees- health benefits
program under chapter 89 of such title 5 has been modified so as to
assure that- . -.

(1)' there is available to each Federal employee or annuitant
enrolled in such. plan, upon becoming entitled to benefits under
part A or B, or both parts A and B of this title, in addition to the
health benefits plans available before he becomes soenbitled, one
or more health benefits plans which offer protection supplement-
ing the protection he has under this title, and

(2) the Government or such plan will make available to such
Federal employee or annuitant a contribution in an amount at
lea•t_ ual to the contribution- which the Government makes
toward the health insurance of any employee or annuitant enroll
for high option coverage under tha Government-wide plans
established under chapter 89 of such title 5, with such contribution
being in the form of (A) a contribution toward the supplementary
protection referred to in paragraph (1), (B) a payment to or on
behalf of such employee or annuitant to offset the cost to him of
his coverage under this title, or (C), a combination of such con-

..... . ... trbution and-, sch- paymenth - •. . . . . "....

(d) (1)ý No payment may be mae underthis itwith respect to
any item or services furnished to an individual by a person where the
Secretary determines- under this subsection that suchlpersom--•...

(A) has knowingly and willfully made, or caused to be made,
any false statement or representation of a material fact for use
in an application for payment tender this title or for use in deter-
mining the right to a payment under this title;

(B) has submitted or caused to be submitted (except in the
case of a prvider of services), bills or requests for payment under
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this title containing charges (or in applicable cases requests for
payment of costs to such person) for services rendered which the
Secretary Ainds, with the concurrence of the appropriate program
review team appointed pursuant to paragraph (4),to be substan-
tially In excess of such person's customary charges (or in apjli-
cable cases substantially in excess of such person's costs) for such

_ services, unless the Secretary finds there is good cause for such
bills or requests containing such charges (or in applicable cases,
such codts); or I

(0) has furnished services or supplies which are determined
by the Secretary, with the concurrence of the members of the
appropriate program review team appointed pursuant to para-
graph (4) who are physicians or other professional personnel in

-the health cars field, to be substantially in excess of the needs of
individuals or to be harmful to individuals or to be of a grossly
Inferior quality. ' I

(2) A determination made by the Secretary under this subsection
0h1l!+bo efective a such time and upon suchkreasonable notice to the
public apd to the person furnishing the services involved as may be
specified in regulations, Such determination shall be effective with
.respect to services furnihed to an individual on or.after the effective
date of suchdetermination (except that in the case of inpatient hospital
services, posthospital extended care services, and home health services
such determination shall be effective in the manner provided in sec-
tion 1880(b) (8) and (4) with respect to terminations of agreements),
and shall remain in effect until the Secretary finds and gives reasonable
notice to the public that the basis of such determination has been
removed and that there is reasonable assurance tiat it will not recur.

(8) Any person furnishing services described in paragraph (1)
who is dissatisfied with a determination made by the Secretary under
this subsection shall be entitled to reasonable notice and opportunity
for a hearing thereon by the Secretary to the same extent as is pro-
vidod in section.205 (b), and to judicial review of the Secretary's final

<Zdecision after such hearing as is provided in section 205(g).
• +(4)For the purposes of paragraph -(T)- (-B)- and- (G -of this sub.

section, and clause (F) of section 1866 (b) (2), the' Secretary shall,
after consultation with appropriate State and local professional
societies, the appropriate carriers and intermediaries utilized in the
_din~istatio~nf i tiq Vite, a' I consumer representatives familiar
with the health needs of residents of the State, appoint one or more
program review teams (compo -ed of physicians, other' professional
personnel in the health care field, and thi consumer representatives) in
each State which shall, among o her thinga-
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(A) iandertak to review such statistical d"t on program
utilization as may be submitted by the Secretary,

(B) submit to the Secretpry periodically, as may be prescribed
in regulations, a report on the results of such review, together
with recommendations with respect thereto,

(C) undertake to review particular cases where there is a
likelihood that the person or persons furnishing services and
supplies to individuals may come within the provisions of para.
graph (1) (B) and (C) of this subsection or clause (F) of section
1866(b) (2), and

(D) submit to the Secretary periodically, as may be prescribed
in regulations, a report of cases reviewed pursuant to subpara-
graph (0) along with an analysis of, and recommendations with
respect to, such cases.

Consultation With State Agencies and Other Organizations To
Develop Conditions of Participation for Providers of Services

See. 18M- In-carrying out hislunctions, relating to determination of
conditions of participation by providers of services, under subsections
(e) (8), (f) (4), (g) (4), (j) (10), and (o) (5) of section 1861, thi Sec-
retary shall consult with the Health Insurance Benefits Advisory
Council established by section 1867, appropriate State agencies, and
recognized national listing or accrediting bodies, and may consult with
appropriate local agencies. Such conditions prescribed under any of
such subsections may be varied for different areas or different classes
of institutions or agencies and may, at the request of a State, provide
higher requirements for such State than for other States; except
that, in the case of any State or political subdivision of a State which
imposes higher requirements on institutions as a condition to the pur-
chase of services (or of certain specified services) in such institutions
under a State plan approved under title I, XVI, orXIX, the Secretary
shall impose like-requirements as a condition to the payment for serv-
ices (or for the services specified by the State or subdivision) in such

• institutions in such State or subdivision.

Use of State Agencies To Determine Compliance by Providers of
Services With Conditions of Participation

See. 1864. (a) The Secretary shall make an agreement with any
State which is able and willing to do so under which the services of the

------ Sbah beslth-ageney--or-other-appropriate State agency (or the ap-
propriate local agencies) will be utilized by him for the purpose of
determining whether an institution therein is a hospital or skilled
nursing facility, or whether an agency therein is a home health agency,
or whether a laboratory meets the requirements of paragraphs (10)
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and (11) of section 1861(s), or whether a clinic, rehabilitation aWenoy
or public health agency meets the requirements of subparagrph (A)
or (B), as the case may be, of section 1861 (p) (4).*To tiezteienthat
the Secretary finds it appropriate, an Institution or agency which such.
a State (or local) agency certifies is a hospital, sklled nursing facility,
or home health agency (as those terms are defined in section 1861) may

• be treated as such by the Secretary. Any State agency which lhas such
an agreement may (subject to approval of the Secretary) furnish to an
extended care facility, after proper request by such facility, such spe-
cialized consultative services (which such agency is able and willing
to furnish In a manner satisfactory to the Secretary) as such facility
may need to meet one or more of the conditions specified in section
1861(j). Any such services furnished by a State agency shall be
deemed4- to -have -been -furnished pursuant to such- agreement.
Within 90 days following the completion of each survey of any
health care facility, laboratory, clinic, agency, or organization by the
appropriate State or local agency described in the first sentence of this
subsection, the Secretary shall make public in readily available form
and place the pertinent findings of each such survey relating to the
compliance of each such health care facility, laboratory, clinic,
agency, or organization with -(1) the statutory conditions of participa-
tion imposed under this title and (2)- the major additional conditions
which the Secretary finds necessary in the interest of health and safety
of individuals who are furnished care or services by any such facility,
laboratory, clinic, agency, or organization.

(b) The Secretary shallf pay any such State, in advance or by way
of reimbursement, as may-be provided in the e ntwiiL T-d• -
may-make adjustments in. such payments on account of overpayments
or underpayments previously made), for the reasonable cost of per-
forming the functions specified in subsection (a), and for the Federal

-'Hospital Insurance Trust Fund's fair share offtho costs attributable
tothe planning and other efforts directed towardcoordination of activ-
Sities in carrying out its agreement and other activities related to the

,,,Wprovisionof services similar to those for which payment mtay be made
'"• *nder part A, or related to the facilities and personnel required for

the provision Of such services, or related to improving the quality of
such services.

(c) The Secretary is authorized to enter into an agreement with
any State under which the appropriate State or local agency which
performs the certification function described -in subsection (it) will
survey, on a selective sample basis (or where the Secretary finds that
a survey is appropriate because of substantial allegations of the exist-
ence of a significant deficiency or deficiencies which would, if found to
be present, adversely affect health and safety of patients), hospitals
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which have an e ent with the Secretary under section 186 and
which are accredited by the Joint Commission on the Accreditation of
Hospil The Secretary shall pay foe such services in the manner
prescribed in subsection (b).

asect of Accreditation

bus* Sec 1865. (a) Except as provided in subsection (b) and the second
s oomol s$•iton 1868, if,

(1) an institution is accredited as a hospital by the Joint Com-mission on Accreditation of Hospitals, and
(2) such institution (if it is included within a survey described

in section 1864(c)) authorizes the Commission to release to the
Secretary (on a -confidential basis) upon his request (or such
State agency as the Secretary may designate) a copy 6f the most
current accreditation survey of such institution made by such
Commission,

then, such institution shall be deemed to meet the requirements of the
niumbered paragraphs of section 1861(e); except-

(8) paragraph (6) thereof, and
(4) any standard, promulgated by the Secretary pursuant to

paragraph (9) thereof, which is higher than the requirements
prescribed for accreditation by such Commission.

If such Commission, as a condition for accreditation of ai hospital,
requires a utilization review plan (or imposes another requirement
which serves substantially the same purpose) or imposes a standard
which the Secretary determines is at least equivalent to the standard

... i~¶1e1~5y U tU0y--tiiur-scribe d-••- rbdaragrapusý--
subsection, the. Secretary is authorized to find that all institutions so
accredited by such Commission comply also with section 1861(e) (6)
or the standard described in such paragraph (4), as the case may be.
In addition, if the Secretary finds that accreditation of an institution
or agency by the American Osteopathic Association-or any other
national accredlitatiout body provides reasonable assurance that any or
all of the conditions of section 186t- (e), (j), or (o), as the case may be,
are met, he may, to the extent he deems it appropriate,, treat such
institution or agency as meeting the condition or conditions with
respect to which he made such finding.

(b) Notwithstanding any other provision of this title, if the Secre-
tary finds following a survey made pursuantto section 1804(c) that.
an institution has significant deficiencies (as defined in regulations
pertaining to health and safety), such institution shall, after the date
of notice of such finding to the hospital and for such period as may be
prescribed in regulations, be deemed not to meet the requirements of.

•the numbered paragraphs of section 1861(e).
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Agreements With Providers of Services

See. 1866. (a) (1) Any provider of services (except a fund dopg-
nated for purposes of section 1814(g) and section 1880(e)) shall bequalified to participate under this title and shall be eligible for pay-

ments under this title if it files with the Secretary an agreement--
(A) not to charge, except s provided in paragraph (2), any

individual or any other person for items or services for which such
individual is entitled to have payment made under this title (or
for which he would be so entitled if such provider of services had
complied with the procedural and other requirements under or
pursuant to this title or for which such provider ia paid pursuant
to the provisions of sectiou 1814(e)), and

(B) not to charge any individual or any other person for
items or services for which such individual is not entitled tc have
payment made under this title because payment for expenses in-
curred for such items or services may not be made by reason of
the provisions, of paragraph (1).or (P),-but only if (i) such
individual was without fault in incurring such expenses and (ii)
the Secretary's determination that such payment may not be made
for such items and services was made after the third year follow-
ing the year in which notice of such payment was sent to such
individual; except that the Secretary may reduce such three-year
period to not less than one year if lie finds such reduction is con-
sistent with the objectives of this title, and

(C) to make adequate provision for return (or other disposi-
tion, in accordance with, regulations)-of anyinoneys incorrectly-
collected from such individuals or. Lor pth erson. An agreement

--- der~this paragraph iith an extended care facility shall be Xor
a term of not exceeding 12 months, except that the Secretary may
extend such term for a period not exceeding 2 months, where the
health and safety of patients will not be jeopardized thereby, if
he finds that such extension is ndessary to 'prevent irreparable
harm touch facility or hardship to the Individuqls being fur-
nished items or services by such facility or-if hTfiMids it imprac-
ticable within such 12-month period to determine whether such
facility is complying with the provisions of this title and regula-
tions thereunder.

(2) (A) A provider of services may charge such individual or other
person (I) the amount of any deduction or coiisurance amount im-
posed pursuant to section 1818(a) (1) or (a) (8), section 1838(b), or
section 1861(y) (8) with respect to such items and services (not in
excess of the amount customarily charged for such items and services
by such provider), and (ii) an amount equal to 20 per centum.qf the
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reasonable charges for such items and services (not in excess of 9o per
centum of the amount customarily charged for such items and services
by such provider) for which payment is made under part 1. In the
case of items and services described in section 1888(c), clause4 (ii) of
the preceding sentence shall be applied by substituting for 20 per cen-
turn the proportion which is appropriate under such section,

(B) (i) Where a provider of services has furnished, at the request of
such individual, items or services whiclj rre in excess of or more ex-
pensive that the items or services with respect to which payment may
be made under this title, such provider of services may also charge such
individual or other person for such more expensive items or services
to the extent that the amount customarily charged by it for the Items
or services furitied ut s0ch request exceeds the amount customarily
charged by it for the items or services with respect to which payment
may be made under this title.

(ii) IWhere a provider of services customarily furnishes an indi.
vidual items or services which are more expensive than the items or
services determined to be necessary in the efficient delivery of needed
health services under this title and which have not been requested by
such individual, such provider may (except with respect to emergency
services) also charge such individual or other person for such more
expensive items or services to the extent that the costs of (or, if less,
the customary charges for) such more expensive items or services ex-
perienced by such- provider in the second fiscal period immediately
preceding the fiscal period in which such charges are imposed exceed
the cost of such items or services determined to be necessary in the
eM1li•ntddlivory of ihei !healtlf Otvlces- atilyif -r

(I) the Secretary has provided notice t.9the public q I..
charges being imposed on individuals entitled to benefits under
this title on account of costs in excess of the costs det6emined to
be necessary in, the'- efficient delivery of needed health services
under this title by particular providers of services in the area in
which such items or services are furnished, and

(Ii) the provider ofi services has, identified such charges to
such individual or other person, in such manner as the Secretary
may prescribe, as charges to meet costs in excess of the cost deter-
mined to be necessary in the efficient delivery of needed health
services -ider thiIItitle.

(0)- A provider of services may in accordonce with its customary
practice also appropriately charge any such individual for any whole
blood (or equivalent quantities of packed red blood cells, as defined
under regulations) furnished him with respect to which a deductible
is imposed tinder section 1813(a) (2), except that (i) any excess of
such charge over the cost to such provider for the blood (or equivalent
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quantities of packd red bloodý c6s as defined) s be deducted
%rozm any payment to such provider under this titl, (ii), no such
charge may bo sed for the "oo of admini.ation of such blood
(0/ oquiVamt qu~antItsof packed red blood cells, as 6 defined) and
(iii) such charge may not be made to the extent such blood (or equiva-
lent quantities of paked red blood cells, as so defined) has been m-

< placed on behalf of such individual or arrangement have been made
for itsrepaement ou his behalf.

(D) Where a provider of services customarily furnishes items or
services which are in excess of or more expensive than the items or
service with respect to which payment may be made under thiq titjo,
such provider, notwithstanding the preceding provisions of this para-
graph, may not, under the o(
charge any individual or other person any amount for such items or

. services in excess of the amount of the payment which may otherwise
be made f6V such items or services under this title if the admitting
physician hs a direct or indirect financial interest in such provider.

F.or purposes- of subparagraph (0), whole blood' (or equivalent
quantities of packed red blood cells, as so defined) furnished an in-
dividual shall be deemed replaced when the provider of services is
given one pint of blood for each pint of blood (or equivalent quanti-
ties of packed red blood cells, as so defined) furnished such individual
with respect to which a deduction is imposed under section 1818
(a) (2).

(b) An agreementywi'tlv the secretary under this section may be
terminated (and in the case of a skilled nre• gjoMIty4 prj•rtothe_.
664uod Wiuo term specin In subsection (a) (1)- .

(1) by the provider of services at such time and upon such
notice to the Secretary and the public as may be provided in
regulations, except that notice of more than 6 months shall not
be required, or

(2), by the Secretary at such time, and upon such reasonable
notice to the provider of services and thU publio as may be speci-
fled in regulations, but only after the Sretary has determined
.(A) that such provider of-services is not'complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the applicable provisions
of section 1861, or (0) that such provider of services has failed
to provide such information as the Secretary finds necessary to
determine-,whether payments are or were due under this title and
the amounts thereof, or-has refusedo--permitaeuch examination
of its fiscal and other records by or on behalf of the Secretary as
may be necessary to verify such information, or (D) that such
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provider has ma4. or caused to be made, any falso'tatemnt or
representation of s material fact forýuse in an application for
payment under this title or for use in determining the right to a
payment under thi4 title, or (K) that such providerhu submitted,
or caused tO be submitted, requests for payment under this title of
amounts for rendering services substantially in excess of the
costs incurred by such provider for rendering such services, or
(F) that such provider has furnished services or supplies which
are determined by the Secretary, with the concurrence of the
members of the appropriate program review team appointed pur.
suant to section 1862(d) (4) who are physicians or other profes-
sional personnel in the health care field, to be substantially in ex-

. cess of the needs-of individuals or, to.be harmful to individuals
or to be of a grossly inferior quality.

.Anym tion shall be applicablo-.•,
(8) in the case of inpatient hospital services (including tuber-

culosis hospital services and inpatient psychiatric hospital serv-
ices) or post-hOspital extended- cares services, with -respect to_
services furnished after the effective date of such termination,
except that payment may be made 'for up to thirty days, with
respect to inpatient institutional services furnished to any eligible
individual who was admitted to such institution, prior to the
effective date of such t4rn'ination,

(4) (A) with respect to home health services furnished to an
individual fdot it plan therefor established on or after the effec -
tive date of such termination, or (B) if a plan is established
before such effective date, with respect to such servCce- furnished
to'such individual after the calendar year in which such termina-
tion is effective, and

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

(c) (1) Where an agreement filed under this title by a provider of
services has been terminated by the Secretary, such provider may not
file another agreement under this titl6 unless the Secretary f1ds that
the reason for the termination has beer; removed and that there is
reasonable assurance that it will not recur.

(2) In the case of a skilled nursing facility participating in the
programs established by this title and title XIX, the Secretary may.
enter into an agreement under this section only if such facility has
been approired pursuant to section 1910, and the term of any such
agreement shall be in accordance with the period of approval of eligi-
bility specified by the Secretary, pursuant to such section.

-(d) If the Secretary finds that there is a substantial failure to make
timely review in accordance with section 1801(k) of long-stay cases in



475, an8P(a)
a hospital or skilled nursing facility, he may, in lieu of terminating
his agreement with such hospital or facility, decide that, with respect
to aiy individual admitted to such hospital.or facility after a oubee-
quent date specified by him, no payment shall be made under this title
for inpatient hospital services (including inpatient tuberculosis hoes.
pital services and? inpatient psychiatric hospital services) after the

S•20th day of a continuous period of such services or for post-hospital
% extended care services after such day of a continuous period of such

cam as is prescribed in or pursuant to regulations, as the case may be.
Such decision may be made effective only after such notice to the hos-"
pital, or (in the case of a skilled nursing facility) to the facility and
the hospital or hospitals with which it has a transfer agreement, and
to the public, as may be prescribed by regulations, and its effectiveness
shall terminate when the Secretary finds that the reason therefor has
been removed and that there is reasonable assurance that It will not
recur. The Seeretary shall not make any such decision except after
reasonable notice and opportunity for, hearing to the institution or
agency affected thereby.

(e) For purposes of this section, the term "provider of services"
shall include a clinic, rehabilitation agency or public health agency if,
in the case of a clinic or rehabilitation agency, such clinic or agency
meets the requirements of section 1861(p),(4) (A),.or if, in the case
of a public health agency, such agency meets the requirements of
section 1861(p) (4) (BY, but only with respect to the furnishing of
outpatient physical therapy services (ag thereiti defined).

Health Insurance Benefits Advisory Council

Sec. 1867. (a) There is hereby created a Health Insurance Benefitt
Adyisory- Council which shall consist of 19 persons, not otiswin-
the employ of the United States, appointed by the Secretary without
regard to the provisions of title 5, United States Code, governing ap-
pointments in the competitive services. The Secretary shall from time
to time appoint one of the-members to serve as Chairman. The mem-
bers sh~U include persons who are outtanding in fields related to
hospital, medical, and other health activities, persons who are repre-
sentative of organizations and associations of professional personnel
in the field of medicine, and at leas'one person who is representative
of the general public. Each member shall hold office for a term of four
years, except that any member appointed to fill a vacancy occurring
prior to the expiration of the term for which his predecessor was ap-
pointed shall be appointed for the remainder of such term. A-member
shall not be eligible to serve continuously for more than two termd.
Members of the Advisory Council, while attending meetings or con-
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ferences thereof or otherwise serving on business of the Advisory
Council, shall be entitled to receive compensation at rates fixed by the
Secretary, but not exceeding $100 per day, including traveltime, and
while so serving away from their homes or regular places of business
they may be allowed travel expenses, including per diem"In lieu of
subsistence, as authorized by section 5708 of title 5, United States
Code, for persons in the Government service employed intermittently,
The Advisory Council shall meet as the Secretary deenms necessary,
but not less than annually.

- ,(b)y It shall be the function of, the Adyviory (•wunql to provide
advice and recommendations for the consideration of the Secretary on
matters of general policy with respect to this title and title XIX.

S[ 1868 [Repealed.]

Determinations; Appeals'

See. 1869. (a) The determination of whether an individual is en-
titled tobenefits under part A or part B, and the determination of the
amount of benefits under part A, shall be made by the Secretary in
accordanwe with regulations prescribed by him.

(b) (1) Any individual dissatisfied with any determination under
subsection (a) as to--. , °

(A) whether ho meets the conditions of section 226 of this Act
or section 108 of the Social Security Amendments of 1965, or

(B) whether ho is eligible to enroll and has enrolled pursuant
to the provisions of part B of this title, or section 1818, or section
1819, or

(C) the amount of benefits under part A (including a deter-
ruination whereieuch i•o _4tietermined to be zero) shall be
entitled to a -hearng thereon by the Secretary to the same extent
as is provided in section 205(b) and to judicial review of the Sec-
retary's final decision after such hearing as is provided in sec-
tion 205(g).

(2) Notwithstanding the provisions of subparagraph (C) of para-
" graph (1) of this subsection, a hearing shall not be available to an

individual by reason of such subparagraph (C) if the amount in con-
trovery is less than $100; nor shall judicial review be available to an
individual by reason of such subparagraph (C) if the amount in con-
troversy is less than $1,000.k

(c) Any institution or agency dissatisfied with any determination
by the Secretary that it is not a provider of services, vr with any de-
termination described in section 1866(b) (2), shall be entitled to a
hearing thereon by the Secretary (after reasonable notice 'and op-
portunity for: hearing) to the same extent as is provided in section
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205(b), and to judicial review of the Seredkary's final decision after
such hearing as is provided in sectIon 205 (g).

Overpayments on Behalf of Individuals and Settlement of Claims
for Benefits on Behalf of Dec ceasd Individuals

Sec. 1870. (a) Any payment under this title to any provider of serv-
ml ices or other person with respect to any items or services furnished

7, • any individual shall be regarded as a payment to such individual
(b) Where-

(1) more than th6 correct amount is paid under this title to a
provider of services or other person for items or services furnished
an individual and the Secretary determines (A) that, within
such period as he may specify, the excess over the correct amount
cannot be recoup from such oni ory other person

. . . (Y't~at such provider of services or other person was without
fault with respect to the payment of such excess over the correct
amount, or

(2)* any payment has been made under section 1814(e) to a
provider of services or other person for items or services furnished
an individual,

proper adjustments shall be made, under regulations prescribed (after
consultation with the Railroad Retirement Board) by the Secretary,
by decreasing subsequent payments--

(8) to which such individual is entitled under title II of this
Act oi under the Raliroad Retirement Act of 1974, as the case
may be, or

(4) if such individual dies before such adjustment has been
completed, to which yther i" ividugi 3ud•title II

.... iT-bWCtor under the Railroad Retirement Act of 1974, as
the case may be, with respect to the wages and self-employment
income or the compensation constituting the basis of the benefits
of such decreased individual under title II of such Act.

As soon as practicable after any adjustment under paragraph (8) or
S(4) is determined to be necessary, the Secretary, for purposes of this

section, section 1817(g), and section 1841(f), shall certify (to the
Railroad Retirement Board If the adjustment is to be made by de-
creasing subsequent payments under the Railroad Retirement Act of
1974) the amount, of the overpayment as to which the adjustment
is to be made. For purposes of clause (B) of paragraph (1), such
provider of services or such other person shall, in the absence of evi-
dence to the contrary, be deemed to be without fault if the Secretary's
determination that more than such correct amount was paid was made,
subsequent to the third year following the year in which notice was
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sent to such individual that such amount had been paid; except that
the Secrtary may reduce such three-year period to not less than one
year if he finds such reduction is consistent with the objectives of this
title.

(c) Thlere shall be no adjustment as provided in subsection (b) (nor
shall there be recovery) in any case where the incorrect payment has
been made (including payments under section 1814(o)) with respect
to an individual who is without fault or where the adjustment (or
recovery) would be made by decreasing payments to which another
person who is without fault is entitled as provided in subsection
(b) (4), if such adjustment (or recovery) would defeat the purposes
of title II or title XVIII or would be against, equity and good con-
science. Adjustment or recovery of an incorrect payment (or only
such part of an incorrect payment as the Secretary determines to be
inconsistent with the purposes of this title) against an individual who
is without fault shall be deemed to be against equity and good con-
science if (A) the incorrect payment was made for expenses incurred
for items or services for which payment may not be made under this
title by reason of the provisions of paragraph (1) or (9) of section
1862 and (B) if the Secretary's determination that such payment was
incorrect was made subsequent to the third year following the year in
which notice of such payment was sent to such individual; except that
the Secretary may reduce such. three-year period to not less titan one
year if he finds such reduction is consistent with the objectives of this
title.

(d) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any provider of services or other
person where tlte adjustment or recovery of such aniount is waived
under subsection (c) or where adjustment tinder subsection (b) is not
completed prior to the death of all persons against whose benefits such
adjustment is authorized.

(e) If an individual, who received services for which payment
,- may be made to such individual under this title, dies. and payment for

such services was made (other titan under this title). and the indi-
vidual died before any payments due him under this title with respect
to such services was completed, payment of the amount due (including
the amount of any unnegotiated checks) shall be made-

.(1) if the payment for such services wias made (before or
after such individual's death) by a person other than the deceased
individual, to the person or persons determined by the Secretary
under regulations to have paid for such services, or if the pay-
ment for such services was made by the deceased individual be-
fore his death, to the legal representative of the estate of such
deceased individual, if any;
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(2) if there is no person who meets the requirements of para-
graph (1), to theyperson, if any, who is determined by the Seers-
tary to be the surviving spouse of the deceased individual and
who was either living in the same household with the deceased
at the time of his death or was, for the month in which the
deceased individual died, entitled to a monthly benefit on the
basis of the same wages and self-employment income as was the
deceased individual;

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

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

(5) if there is no person who meets the requirements of para-
graph (1), (2), (3), or (4), or if each person who meets such
requirements dies before the payment due him under this title
is completed, to the person, if any, determined by the Secretary
to be the surviving spouse of the deceased individual;

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

(7) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), (5), or (6), or it each person who meets
such requirements dies before the payment due him under this
title is completed, to the parent or parents, if any, of the deceased
individual (and, in case there s more than one such parent, in
equal parts to each such parent) ; or
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(8) if there is no person who meets the requirements of para-
graph (1), (2), (8), (4), (5), (6), or (7), or if each person who
meets such requirements dies before the payment due him under
this title is completed, to the legal representatives of tie estate
of the deceased individual, if any.

(f) If an individual who received medical and other health serv-
ices for which payment may be made under section 1832(a) (1) dies,
and-

(1) no assignment of the right to payments was made by such
individual before his death, and

(2) payment for such services has not been made,
payment for such services shall be made to the physician or other
person who provided such services, but payment shall be made under
this subsection only in such amount and subject to such conditions
as would have been applicable if the individual who received the
services had not died, and only if the person or persons who provided
the services agrees that the reasonable charge is the full charge for the
services.

(g) If an individual, who is enrolled under section 1818(c) of the
Social Security Act or under section 1887, dies, and premiums with
respect to such enrollment have been received with respect to such
individual for any month after the month of his death, such premiums
shall be refunded to the person or persons determined by the Secretary
under regulations to have paid such premiums or if payment for such
premiums was made by the deceased individual before his death, to
the legal representative of the estate of such deceased individual, if
any. If there is no person who meets the requirements of the preceding
sentence such premiums shall be refunded to the person or persons
in the priorities specified in paragraphs (2) through (7) of subsec-
tion (e).

Regulations

See. 1871. The Secretary shall prescribe such regulations as may
be necessary to carry out the administration of the insurance prol
grajns under this title. When used in this title, the term "regulations"
means, unless the context otherwise requires, regulations prescribed
by the Secretary.

Application of Certain Provisions of Title II

See. 1872. The provisions of sections 206 and 216(j), and of sub-
sections (a), (d), (e), (f), (hI), (i), (j), (k), and (1) of section 205,
shall also apply with respect to this title to the same extent as they
are applicable with respect to title II.
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Designation of Organization or Publication by Name

See. 1873. Designation in this title, by name, of any nongovern-
mental organization or publication shall not be affected by change of
name of such organization or publication, and shall apply to any
successor organization or publication which the Secretary finds serves
the purpose for which such designation is made.

Administration

See. 1874. (a) Except as otherwise provided in this title and in the
Railroad Retirement Act of 1974, the insurance programs established
by this title shall be administered by the Secretary. The Secretary
may perform any of his functions under this title directly, or by con-
tract providing for payment in advance or by way of reimbursement,
and in such installments, as the Secretary may deem necessary.

(b) The Secretary may contract with any person, agency, or insti-
tution to secure on a reimbursable basis such special data, actuarial
information, and other information as may be necessary in the carry-
ing out of his functions under this title.

(c) In the course of any hearing, investigation, or other proceeding
that he is authorized to conduct under this title, the Secretary may
administer oaths and affirmations.

Studies and Recommendations

See. 1875. (a) The Secretary shall carry on studies and develop rec-
ommendations to be submitted from time to time to the Congress
relating to health care of the aged and the disabled, including studies
and recommendations concerning (1) the adequacy of existing per-
sonnel and facilities for health care for purposes of the programs
under parts A and B; (2) methods for encouraging the further de-
velopment of efficient and economical forms of health care which are
a constructive alternative to inpatient hospital care; and (3) the
effects of the deductibles and coinsurance provisions upon benefici-
aries, persons who provide health services, and the financing of the
program.

(b) The Secretary shall make a continuing study of the operation
and administration of the insurance programs under parts A and B
(including a validation of the accreditation process ofthe Joint Com-
mission on the Accreditation of Hospitals, the operation and admin-
istration of health maintenance organizations authorized by section
226 of the Social Security Amendments of 1972, the experiments and
demonstration projects authorized by section 402 of the Social Se-
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curity Amendments of 1967, and the experiments and demonstra-
tion projects authorized by section tn'2"2(a) of the Social Security
Amendments of 1972), and shall transmit to the Congress annually
a report concerning the operation of such programs.

Payments to Health Maintenance Organizations

See. 1876. (a)(1) Iii lieu of amounts which would otherwise be
payable pursuant to sections 1814(b) and 1833(a), the Secretary is
authorized to determine, by actuarial methods, as provided in this
section, but only with respect to a health maintenance organization
with which he has mitered into a contract under subsection (i), a per
capita rate of paymedt-

(A) for services provided under parts A and B for individuals
enrolled with such organization pursuant to subsection (e) who
are entitled to hospital insurance benefits under part A and en-
rolled for medical insurance benefits under part B, and

(B) for services provided under part B for individuals en-
rolled with such organization pursuant to subsection (e) who are
not entitled to benefits under part A but who are enrolled for
benefits under Part B.

(2) An interim per capita rate of payment for each health mainte-
nance organization shall be determined annually by the Secretary on
the basis of each organization's annual operating budget and enroll-
ment forecast which shall be submitted (in such form and in such de-
tail as the Secretary may prescribe) at least 90 days before the begin-
ning of each contract year. Each interim rate shall be equal to the esti-
mated per capita cost (based upon types and components of expenses
otherwise reimbursable under this title) of providing services defined
in paragraph (3) (A) (iii). In the event that the data requested to
be furnished by a health maintenance organization are not furnished
timely, such reduction in interim payments may be made by the Secre-
tary as is appropriate, until such time as a reasonable estimate of per
capita costs can be made. Each month, the Secretary shall pay each
such organization its interim per capita rate, in advance, for each
individual enrolled with it pursuant to subsection (e). Each such or-
ganization shall submit interim estimated cost reports and enrollment
data on a quarterly basis in such form and manner satisfactory to the
Secretary, and the Secretary shall adjust each interim per capita rate
to the extent necessary to maintain interim payments at the level of
current costs. Interim payments made under this paragraph shall be
subject to retroactive adjustment at the end of each contract year as
provided in paragraph (3).

(8) (A) With respect to any health maintenance organization
which has entered into a risk sharing contract with the Secretary pur-
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suant to subsection (1) (2) (A), payments made to such organization
shall be subject to the following adjustments at the end of each con.
tract year:

(i) if the Secretary determines that the per capita incurred
cost of any such organization in any contract year for providing
services described in paragraph (1) is less than the adjusted aver-
age per capita incurred cost (as defined herein) of providing
such services, the resulting difference (hereinafter referred to as
"savings") shall be apportiomned following the close of a contract
year for such year between such organization and the Federal
Hospital Insurance Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund (hereinafter collectively referred
to as the "Medicare Trust Funds") as follows:

(I) savings up to 20 percent of the adjusted average per
capita cost shall be apportioned equally between such orga-
nization a:ud the Medicare Trust Funds;

(I1) savings in excess of 20 percent of the adjusted aver-
age per capita cost shall be apportioned entirely to such Trust
Funds;

(ii) if the Secretary determines that the per capita incurred
cost of any such organization in any contract year for providing
services described in paragraph (1) is greater than the adjusted
average per capita incurred cost of providing such services, the
resulting difference (hereinafter referred to as "losses"), shall be
absorbed by such organization, and shall be carried forward and
offset from savings realized in later years;

(iii) determination of any amounts payable at the close of the
contract year to such organization or to the Trust Funds shall be
made as follows:

(I) within in 90 days after close of a contract year, interim
determination of thL, amount of estimated savings and appor-
tionment thereof shall be made, actuarially, on the basis of
interim reports of costs incurred by an organization, and ad-
justed average per capita costs incurred (as defined herein),
and other evidence acceptable to the Secretary and one-half
of any amounts deemed payable to such organization or the
Trust Funds shall be paid by such organization or the Secre-
tary as appropriate;

(II) final settlement and payment by the Secretary or or-
ganization, as appropriate, of any additional amounts due
on basis of such final settlement will be made where adequate
data for actuarial computation are available, in timely fash-
ion following submission by such organization of reports
specified in subparagraph (C) of this paragraph; and
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(II) where such final settlement is reached more than 90
days following submission of reports specified in subpara-
graph (C) of this paragraph, any amount payable by the
Secretary or organization shall be increased by an interest
amount, accruing from the 91st day following submission of
such report, equal to the average rate of interest payable on
Federal obligations if issued on such 91st day for purchase by
the Trust Funds.

(iv) The term "adjusted average per capita cost" means the
average per capita amount that the Secretary determines (on the
basis of actual experience, or retrospective actuarial equivalent
based upon an adequate sample and other information and data,
in the geographic area served by a health maintenance organiza-
tion or in a similar area, with appropriate adjustment to assure
actuarial equivalence, including adjustments relating to age dis-
tribution, sex, race, institutional status, disability status, and any
other relevant factors) would be payable in any contract year for
services covered under this title and types of expenses otherwise
reimbursable under this title (including administrative costs
incurred by organizations described in sections 1816 and 1842) if
such services were to be furnished by other than such health main-
tenance organization.

(B) With respect to any health maintenance organization which
has entered into a reasonable cost reimbursement contract with the
Secretary pursuant to subsection (i) (2) (B), payments made.to suck
organization shall be subject to suitable retroactive corrective adjust-
ments at the end of each contract year so as to assure that such orga-
nization is paid for the reasonable cost actually incurred (excluding
therefrom any part of incurred cost found to be unnecessary in the
efficient delivery of health services) for the types of expenses otherwise
reimbuisable under this title for providing services covered under this
title to individuals described in paragraph (1).

(C) Any contract with a health maintenance organization under
this title shall provide that the Secretary shall require, at such time
following the expiration of each accounting period of a health main-
tenance organization (and in such form and in such detail) as he may
prescribe:

(i) that such health maintenance organization report to him
in an independently certified financial statement its per capita
incurred cost based on the types and components of expenses
otherwise reimbursable under this title for providing services
described in paragraph (1), including therein, in accordance with
accounting procedures prescribed by the Secretary, its methods
of allocating costs between individuals enrolled under this section
and other individuals enrolled with such organization;
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(ii) that failure to report such information as may be required
may be deemed to constitute evidence of likely overpayment on
the basis of which appropriate collection action may be taken;

(iii) that in any case in which a health maintenance organiza-
tion is related to another organization by common ownership or
control, a consolidated financial statement shall be filed and that
the allowable costs for such organization may not include costs
for the types of expense otherwise reimbursable under this title,
in excess of those which would be determined to be reasonable in
accordance with regulations (providing for limiting reimburse-
ment to costs rather than charges to the health maintenance orga-
nization by related organizations and owners) issued by the
Secretary in accordance with section 1861(v) of the Social
Security Act: and

(iv) that in any case in which compensation is paid by a health
maintenance organization substantially in excess of what is nor-
mally paid for similar services by similar practitioners (regard.
less of method of compensation), such compensation may as
appropriate be considered to constitute a distribution of profits.

(4) The payments to health maintenance organizations under this
subparagraph with respect to individuals described in subsection (a)
(1) (A) shall be made from the Federal Hospital Insurance Tnrst
Fund and the Federal Supplementary Medical Insurance Trust Fund.
The portion of such payment to such an organization *-or a month to
be paid by the latter- trust fund shall be equal to 200 percent of the
sum of-

(A) the product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))
who have attained age 65, and (ii) the monthly actuarial rate
for supplementary medical insurance for such month as deter-
mined under section 1839(c) (1), and

(B) thie product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))
who have not attained age 65, and (ii) the monthly actuarial rate
for supplementary medical insurance for such month as deter-
mined under section 1839 (c) (4).

The remainder of such payment shall be paid by the former trust
fund. For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

(b) The term "health maintenance organization" means a public
or private organization which-

(1) provides, either directly or through arrangements with
others, health services to individuals enrolled with such organiza-
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tion on the basis of a predetermined periodic rate without regard
to the frequency or extent of services furnished to any particular
enrollee;

(2) provides, either directly or through arrangements with
others, to the extent applicable in subsection (c) (through insti-
tutions, entities, and persons meeting the applicable requirements
of section 1861), all of the services and benefits covered under
parts A and B of this title which are available to individuals
residing in the geographic area served by the health maintenance
organization;

(8) provides physicians' services primarily (A) directly
throtigh physicians who arm either employees or partners of such
organizations, or (B) under arrangements with one or more
groups of physicians (organized on a group practice or individual
practice basis) under which each such group is reimbursed for its
services primarily on the basis of an aggregate fixed sum or on a
per capita basis, regardless of whether the individual physician
members of any such group are paid on a fee-for-service or other
basis;

(4) provides either directly or under arrangements with others,
the services of a sufficient number of primary care and specialty
care physicians to meet the health needs of its members; for pur-
poses of this section the term "specialty care physician" means a
physician who is either board certified or eligible for board certifi*

ditions under which physicians who have a record of demonstrated
proficiency but who are not eligible for board certification may, on
the basis of training and experience, be recognized as specialty
care physicians;

(5) has effective arrangements to assure that its members have
access to qualified practitioners in those specialties which are gen-
erally available in the geographic area served by the health main-
tenance organization;

(6) demonstrates to the satisfaction of 'the Secretary proof of
financial responsibility and proof of capability to provide com-
prehensive health care services, including institutional services,
efficiently, effectively, and economically;

(7) except as provided in subsection (h), has at least half of
its enrolled members consisting of individuals under age 65;

(8) assures that the health services required by its members
are received promptly and appropriately and that the services
that are received measure up to quality standards which it estab-
lishes in accordance with regulations; and

(9) has an open enrollment period at least every year under
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which it accepts up to the limits of its capacity and without re-
strictions except as may be authorized in regulations, individuals
who are eligible to enroll under subsection (d) in the order in"
which they apply for enrollment (unless to do so would result
in failure to meet the requirements of paragraph (7)) or would
result in enrollment of enrollees substantially nonrepresentative,
as determined in accordance with the regulations of the Secretary,
of the population in the geographic area served by such health
maintenance organization.

(o) The benefits provided under this section to enrollees of an
organization which has entered into a risk sharing contract with the
Secretary pursuant to subsection (i) (2) (A) shall consist of-

(1) in the case of an individual who is entitled to hospital in-
surance benefits under part A and enrolled for medical insur-
ance benefits under part B--

(A) entitlement to have payment made on his behalf for
all services described in section 1812 and section 1832 which
are furnished to him by the health maintenance organization
with which he is enrolled pursuant to subsection (e) of this
section; and

(B) entitlement to have payment made by such health
maintenance organization to him or on his behalf for (i)
such emergency services (as defined in regulations), (ii) such
urgently needed services (as defined in regulations) fur-
nished, to him during- a period.of tetporary-absence-(as-dew-
fined in regulations) from the geographic area served by
the health maintenance organization with which lie is en-
rolled, and (iii) such other services as may be determined,
in accordance with subsection (f), to be services which the
individual was entitled to have furnished by the health
maintenance organization, as may be furnished to him by a
physician, supplier, or provider of services, other titan the
health maintenance organization with which he is enrolled;
and

(2) in the case of an individual who is not entitled to hospital
insurance benefits under part A but who is enrolled for medical
insurance benefits under part B, entitlement to have payment
made for services described in paragraph (1), but only to the
extent that such services are also described in section 1832.

(d) Subject to the provisions of subsection (e), every individual
described in subsection (c) shall be eligible to enroll with any health
maintenance organization (as defined in subsection (b)) which serves
the geographic area in which such individual resides.
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(e) An individual may enroll with a health maintenance organiza-
tion under this section, and may terminate such enrollment, as may
be prescribed by regulations.

(f) Any individual enrolled with a health maintenance organiza-
tion under this section who is dissatisfied by reason of his failure to
receive without additional cost to him any health service to which he

.. believes he is entitled shall, if the amount in controversy is $100 or
more, be entitled to a hearing before the Secretary to the same extent
as is provided in section 205(b) and in any such hearing the Secretary
shall make such health maintenance organization a party thereto. If
the amount in controversy is $1,000 or more, such individual or health
maintenance organization shall be entitled to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

(g) (1) If the health maintenance organization provides its en-
rollees under this section only the services described in subsection (e),
its premium rate or other charges for such enrollees shall not exceed
the actuarial value of the deductible and coinsurance which would
otherwise be applicable to such enrollees under part A and part B, if
they were not enrolled under this section.

(2) If the health maintenance organization provides to its enrollees
under this section services in addition to those described in subsection
(c), election of coverage for such additional services shall be optional
for such enrollees and such organization shall furnish such enrollees

t-o-porion-of-its-premium-ate-oroothercharges.
applicable to such additional services. The portion of its premium rate
or other charges applicable to the services described in subsection (c)
shall not exceed the actuarial value of the deductible and coinsurance
which would otherwise be applicable to such enrollees under part A
and part B if they were not enrolled under this section.

(h) The provisions of paragraph (7) of subsection (b) shall not
apply with respect to any health maintenance organization for such
period not to exceed three years from the date such organization enters
into an agreement with the Secretary pursuant to subsection (i), as
the Secretary may permit, but only so long as such organization dem-
onstrates to the satisfaction of the Secretary by the submission of its
plans for each year that it is making continuous efforts and progress
toward achieving compliance with the provisions of such paragraph
(7) within such three-year period. I

(i) (1) Subject to the limitations contained in subparagraphs (A)
and (B) of paragraph (2), the Secretary is authorized to enter into
a contract with any health maintenance organization which under-
takes to provide, on an interim per capita prepayment basis, the serv-
ices described in section 1832 (and section 1812, in the case of indi-
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viduals who are entitled to hospital insurance benefits under part A)
to individuals enrolled with such organization pursuant to subsec-
tion (e).

(2) (A) If the health maintenance organization (i) has a current
enrollment of not less than 25,000 members on a prepaid capitation
basis and has been the primary source of health care of at least 8,000
persons in each of the two years immediately preceding the contract
year, or (ii) serves a nonurban geographic area, has a current enroll.
ment of not less than 5,000 members on a prepaid capitation basis
and has been the primary source of health care for at least 1,500 per-
sons in each of the three years immediately preceding the contract
year, the Secretary may enter into a risk sharing contract with such
organization pursuant to which any savings, as determined pursuant
to subsection (a) (8) (A), are shared between such organization and
the Medicare Trust Funds in the manner prescribed in such subsec-
tion. For purposes of this subparagraph, a health maintenance orga-
nization shall be considered to serve a nonurban geographic area if it
is located in a nonmetropolitan county (that is, a county with fewer
than 50,000 inhabitants), or if it has at least one such county in its
normal service area, or if it is located outside of a metropolitan area
and its facilities are within reasonable travel distance (as defined
by the Secretary) of fewer than 50,000 individuals. No health main-
tenance organization which has entered into a risk-sharing contract
with the Secretary under this subparagraph and has voluntarily ter-
wn ntd ay•=Au c .again rIntasuac --trc L

(B) If the health maintenance organization does not meet the te-
quirenients of subparagraph (A), or if the Secretary is not satisfied
that the health maintenance organization has the capacity to bear the
risk of potential losses as determined under clause (ii) of subsection
(a) (3) (A), or if the health maintenance organization meeting the re-
quirements of subparagraph (A) so elects, or if an organization does
not fully meet the requirements of section 1876(b) but has demon-
strated to the satisfaction of the Secretary that it is making reasonable
efforts to meet, and is developing the capability to fully meet, such
requirements, and that it fully meets such basic requirements as the
Secretary shall prescribe in regulations, the Secretary may, if he is
otherwise satisfied that the health maintenance organization or other
organization is able to perform its contractual obligations effectively
and efficiently, enter into a contract with such organization pursuant to
which such organization is reimbursed on the basis of its reasonable
cost (as defined in section 1861(v)) in the manner prescribed in sub-
section (a) (3) (B).

(8) Such contract may, at the option of such organization, pro.
vide that the Secretary (A) will reimburse hospitals and skilled
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nursing facilities for the reasonable cost (as determined under section
1861(v) of services furnished to individuals enrolled with such orga-
nization pursuant to subsection (e), and (B) will deduct the amount
of such reimbursement from payments which would otherwise be made
to such organization. If a health maintenance organization pays a
hospital or skilled nursing facility directly, the amount paid shall not

• exceed the reasonable cost of the services (as determined under sec-
tion 1861(v) ) unless such organization demonstrates to the satisfac-
tion of the Secretary that such excess payments are justified on the
basis of advantages gained by the organization.

(4) Each contract under this section shall be for a term of at least
one year, as determined by the Secretary, and may be made auto-
matically renewable from term to term in the absence of notice by
either party of intention to terminate at the end of the current term;
except that the Secretary may terminate any such contract at any time
(after such reasonabl% notice and opportunity for hearing to the health
maintenance organization involved as he may provide in regulations),
if he finds that the organization (A) has failed substantially to carry
out the contract, (B) is carrying out the contract in a manner incon-
sistent with the efficient and effective administration of this section, or
(C) no longer substantially meets the applicable conditions of
subsection (b).

(5) The effective date of any contract executed pursuant to this sub-
section shall be specified in such contract pursuant to the regulations.

-- -- ( • E ~ h -T ti t~itd ~ lfSsection-.;- I

(A) shall provide that the Secretary, or any person or organi-
zation designated by him-

(i) shall have the right to inspect or otherwise evaluate
the quality, appropriateness, and timeliness of services per-
formed under such contract; and

(ii) shall have the right to audit and inspect any books and
records of such health maintenance organization which per-
tain to services performed and determinations of amounts
payable under such contract;

(B) shall provide that no reinsurance costs (other than those
with respect to out-of-area service), including any underwriting
of risk relating to costs in excess of adjusted average per capita
cost, as defined in clause (iii) of subsection (a) (8) (A), shall be
allowed for purposes of determining payment, authorized under
this section; and

(C) shall contain such other terms and conditions not incon-
sistent with this section as the Secretary may find necessary.

(j) The function vested in the Secretary by subsection (i) may
be performed without regard to such provisions of law or of other

a
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regulations relating to the making, performance, amendment, or modi-
fication of contracts of the United States as the Secretary may deter-
mine to be inconsistent with the furtherance of the purpose of this
title.

Penalties
S 1877. (a) Whoever-

(1) knowingly and willfully makes or causes to be made any
false statement or representation of a material fact in any appli-
cation for any benefit or payment under this title,

(2) at any time knowingly and willfully makes or causes to be
made any false statement or representation of a material fact for
use in determining rights to any such benefits or payment,

(8) having knowledge of the occurrence of any event affect-
ing (A) his initial or continued right to any such benefit or pay-
ment, or (B) the initial or continued right to any such benefit or
payment of any other individual in whose behalf he has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such bene-
fit or payment either in a greater amount or quantity than is due
or when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or
payment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person, - - - - I -

shall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one year,
or both.

(b) Whoever furnishes items or services to an individual for which
payment is or may be made under this title and who solicits, offers, or
receives any-

(1) kickback or bribe in connection with the furnishing of
such items or services or the making or receipt of such payment,
or

(2) rebate of any fee or charge for referring any such
individual to another person for the furnishing of such items or
services,

shall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one year,
or both.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution

44-51.; 46-34 0 - 72 - 2
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or facility may qualify (either upon initial certification or upon re-
certification) as a hospital, skilled nursing facility, or home health
agency (as those terms are defined in section 1861), shall be guilty of
a misdemeanor and upon conviction thereof shall be fined not more
than $2,000 or imprisoned for not more than 6 months, or both.

Provider Reimbursement Review Board

Sec. 1878. (a) Any provider of services which has filed a required
cost report within the time specified in regulations may obtain a hear-
ing with respect to such cost report by a Provider Reimbursement
Review Board (hereinafter referred to as the "Board") which shall be
established by the Secretary in accordance with subsection (h1), if-

(1) such provider-
(A) is dissatisfied with a final determination of the orga-

nization serving as its fiscal intermediary pursuant to sec.
tion 1816 as to the amount of total program reimbursement
due the provider for the items and services furnished to indi-
viduals for which payment may be made under this title for
the period covered by such report,

(B) has not received such final determination from such
intermediary on a timely basis 'After filing such report, where
such report complied with the rules and regulations of the
Secretary relating to such report, or

(C) has not received such final determination on a timely
basis after filing a supplementary cost report, where such
cost report did not so comply and such supplementary cost
report did so comply,

(2) the amount in controversy is $10,000 or more, and
(8) such provider files a request for a hearing within 180 days

after notice of the intermediary's final determination under para-
graph (1) (A) or with respect to appeals pursuant to paragraph
(1) (B) or (C), within 180 days after a notice of such determina-
tion would have been received if such determination had been
made on a timely basis

(b) The provisions of subsection (a) shall apply to any group of
providers of services if each provider of services in such group would,
upon the filing of an appeal (but without regard to the $10,000 limi-
tation), be entitled to such a hearing, but only if the matters in con-
troversy involve a common question of fact or interpretation of law or
regulations and the amount in controversy is, in the aggregate $50,000
or more.

(c) At such hearing, the provider of services shall have the right
to be represented by counsel, to introduce evidence, and to examine and
cross-examine witnesses. Evidence may be received at any such hearing
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even though inadmissable under rules of evidence applicable to court
procedure.

(d) A decision by the Board shall be based upon the record made
at such hearing, which shall include the evidence considered by the
intermediary and such other evidence as may be obtained or received
by the Bord, and shall be supported by substantial evidence when the
record is viewed as a whole. The Board shall have the power to affirm,
modify, or reverse a final determination of the fiscal intermediary with
respect to a cost report and to make any other revisions on matters
covered by such cost report (including revisions adverse to the pro-
vider of services) even though such matters were not considered by the
intermediary in making such final determination.

(e) The Board shall have full power and authority to make rules
and establish procedures, not inconsistent with the provisions of this
title or regulations of the Secretary, which are necessary or appropri-
ate to carry out the provisions of this section. In the course of any
hearing the Board may administer oaths and affirmations. The provi.
sions of subsections (d), (e), and (f) of section 205 with respect to
subpenas shall apply to the Board to the same extent as they apply to
the Secretary with respect to title fl.

(f) (1) A decision of the Board shall be final unless the Secretary,
on his own motion, and within 60 days after the provider of services is
notified of the Board's decision, reverses, affirms, or modifies the
Board's decision. Providers shall have the right to obtain judicial
review of any final decision of the Board, or of any reversal, affirm-
ance, or modification by the Secretary, by a civil action commenced
within 60 days of the date on which notice of any final decision by
the Board or of any reversal, affirmance, or modification by the Secre-
tary is received. Such action shall be brought in the district court of
the United States for the judicial district in which the provider is
located or in the District Court for the District of Columbia and
shall be tried pursuant to the applicable provisions under chapter 7
of title 5, United States Code, notwithstanding any other provisions
in section 205.

(2) Where a provider seeks judicial review pursuant to paragraph
(1), the amount in controversy shall be subject to annual interest
beginning on the first day of the first month beginning after the 180.
day period as determined pursuant to subsection (a) (8) and equal to
the rate of return on equity capital established by regulation pursuant
to section 1861(v) (1) (B) and in effect at the time the civil action
authorized under paragraph (1) is commenced, to be awarded by the
reviewing court in favor of the prevailing party.

(8) No interest awarded pursuant to paragraph (2) shall be deemed
income or cost for the purposes of determining reimbursement due

.,w,- providers under this Act.

Aft$ sM 1878(t)



(gi The finding of a fiscal intermediary that no payment may be
made under this title for any expenses incurred for items or services
furnished to an individual because such items or services are listed in
section 1862 shall not be reviewed by the Board, or by any court pur-
suant to an action brought under subsection (f).

(h) The Board shall be composed of five members appointed by
the Secretary without regard to the provisions of title 5, United States
Code, governing appointments in the competitive services. Two of
such members shall be representative of providers of services. All of
the members of the Board shall be persons knowledgeable in the field
of cost reimbursement, and at least one of them shall be a certified
public accountant Members of the Board shall be entitled to receive
compensation at rates fixed by the Secretary, but not exceeding the
rate specified (at the time the service involved is rendered by such
members) for grade GS-18 in section 5882 of title 5, United States
Code. The term of office shall be three years, except that the Secretary
shall appoint the initial members of the Board for shorter terms to
the extent necessary to permit staggered terms of office.

(i) The Board is authorized to engage such technical assistance as
may be required to carry out its functions, and the Secretary shall, in
addition, make available to the Board such secretarial, clerical, and
other assistance as the Board may require to carry out its functions.

Limitation on Liability of Beneficiary Where Medicare Claims
Are Disallowed

See. 1879. (a) Where-
(1) a determination is made that, by reason of section 1862(a)

(1) or (9), payment may not be made under part A or part B
of this title for any expenses incurred for items or services fur-
nished an individual by a provider of services or by another per-
son pursuant to an assignment tender section 1842(b) (3) (B) (ii),
and

(2) both such individual and such provider of services or such
other person, as the case may be, did not know, and could not
reasonably have been expected to know, that payment would not
be made for such items or services under such part A or part B,

then to the extent permitted by this title, payment shall, notwithstand-
ing such determination, be made for such items or services (and for
such period of time as the Secretary finds will carry out the objectives
of this title), as though section 1862(a) (1) and section 1862(a) (9)
did not apply. In each such'case the Secretary shall notify both such
individual and such provider of services or such other person, as the
case may be, of the conditions under which payment for such items
or services was made and in the case of comparable situations arising
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thereafter with respect to such individual or such provider or such
other person, each shall, by reason of such notice (or similar notices
provided before the enactment of this section), be deemed to have
knowledge that payment cannot be made for such items or services or
reasonably comparable items or services.

(b) In any case in which the provisions of paragraphs (1) and
S(2) of subsection (a) are met, except that such provider or such other

person, aS the case may be, knew, or could be expected to know, that
payment ?for such services or items could not be made under such
part A or part B, then the Secretary shall, upon proper application
filed within such time as may be prescribed in regulations, indemnify
the individual (referred to in such paragraphs), subject to the deducti-
ble and coinsurance provisions of this title, for any payments received
from such individual by such provider or such other person, as the
case may be, for such items or services. Any payments made by the
Secretary as indemnification shall be deemed to have been made to
such provider or such other person, as the case may be, and shall be
treated as overpayment, recoverable from such provider or such other
person, as the case may be, under applicable provisions of law. In
each such case the Secretary shall notify such individual of the con-
ditions under which indemnification is made and in the case of com-
parable situations arising thereafter with respect to such individual,
he shall, by reason of such notice (or similar notices provided before
the enactment of this section), be deemed to have knowledge that pay-
ment cannot be made for such items or services.

(c) No payments shall be made under this title in any cases in
which the provisions of paragraph (1) of subsection (a) are met,
but both the individual to whom the items or services were furnished
and the provider of service or other person, as the case may be, who
furnished the items or services know, or could reasonably have been
expected to know, that payment could not be made for items or serv-
ices under part A or part B by reason of section 1862(a) (1) or (a) (9).

(d) In any case arising under subsection (b) (but without regard
to whether payments have been made by the individual to the provider
or other person) or subsection (c), the provider or other person shall
have the same rights that an individual has under section 1869(b)
(when the determination is under part A) or section 1842(b) (8) (C)
(when the determination is under part B) when the amount of benefit
or payments is in controversy, except that such rights may, under pre-
scribed regulations, be exercised by such provider or other person only
after the Secretary determines that the individual will not exercise
such rights under such sections.
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Appropriation

Sec. 1901. For the purpose of enabling each State, as far as prac-
ticable under the conditions in such State, to furnish (1) medical
assistance on behalf of families with dependent children and of aged,
blind, or disabled individuals, whose income and resources are insuf-
ficient to meet the cost of necessary medical services, and (2) rehabili-
tation and other services to help such families and individuals attain
or retain capability for independence or self-care, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this title. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary of Health, Education,
and Welfare, State plans for medical assistance.

State Plans for Medical Assistance

Sec. 1902. (a) A State plan for medical assistance must-
(1) provide that it shall be in effect in all political subdivisions

of the State, and, if administered by them, be mandatory upon
them;

(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the expend-
itures under the plan with respect to which payments under
section 1908 arc authorized by this title; and, effective July 1,
1969, provide for financial participation by the State equal to all
of such non-Federal share or provide for distribution of funds

'This table of contents does not appear In the law.
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from Federal or State sources, for carrying out the State plan, on
an equalization or other basis which will assure that the lack of
adequate funds from local sources will not result in lowering the
amount, duration, scope, or quality of care and services available
tinder the plan;

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

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

(5) either provide for the establishment or designation of a
single State agency to administer or to supervise the administra.
tion of the plan, or provide for the establishment or designation
of a single State agency to administer or to supervise the ad-
ministration of the plait except that the determination of eligi-
bility for medical assistance under the plan shall be made by the
State or local agency administering the State plan approved
under title I or XVI (insofar as it relates to the aged) if the
State is eligible to participate in the State plan program estab-
lislhed under title XVI or by the agency or agencies administering
the supplemental security income program established tinder title
XVI or the State plan approved tinder part. A of title IV if the
State is not eligible to participate in the State plan program estab-
lished under title XVI;

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

(7) provide safeguards which restrict the use or disclosure of
information concerning applicants and recipients to purposes di-
rectly connected with the administration of the plan;

(8) provide that all individuals wishing to make application
for medical assistance under the plan shall have opportunity to

"" do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;

(9) provide-
(A) that the State health agency, or other appropriate

State medical agency (whichever is utilized by the Secretary
for the purposes specified in the first sentence of section 1864
(a)), shall be responsible for establishing and maintaining
health standards for private or public institutions in which
recipients of medical assistance under the plan may receive
care or services, and

(B) for the establishment or designation of a State au-
thority or authorities which shall be responsible for estab-
lishing and maintaining standards, other than those relating
to health, for such institutions: 1

(10) provide-
(A) for making medical assistance available to all indi-

viduals receiving aid or assistance under any plan of the
State approved under title I, X, XIV, or XVI, or part A of
title IV, or with respect to whom supplemental security in-
come benefits are being paid under title XVI;

(B) that the medical assistance made available to any
individual described in clause (A)-

(i) shall not be less in amount, duration, or scope
than the medical assistance made available to any other
such individual, and

(ii) shall not be less in amount, duration, or scope
than the medical assistance made available to individuals
not described in clause (A) ; and

(C) if medical assistance is included for any group of
individuals who are not described in clause (A) and who

'P.I 92-603, sec. 2493, provides: "For purposes of section 1902(a) (10) of the Social
Security Act any Indivldaul who, for the month of August 19720 was eligible for or reeelv.
lug aid or assistance under a State plan approved under title J, X, XIV, or XVI. or part
A of title IV of such Act and who for such month was entitled to monthly Insurance bhen-
fits under title II of such Act shall be deemed to be eligible for such oid or assistance for
any month thereafter prior to Inly 1976 It such Individual would have been eligible for
such aid or assistance for such month had the Increase in monthly insurance benedts under
title It of such Act resulting from enactment of Public Law 92-336 not been ap-
plicable to such IndivIduaL"
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do not meet the income and resources requirements of the
appropriate State plan, or the supplemental security income
program under title XVI, as the case may be, as determined
in accordance with standards prescribed by the Secretary-

(i) for making medical assistance available to all
individuals who would, except for income and resources,
be eligible for aid or assistance under any such State plan
or to have paid with respect to them supplemental secu-
rity income benefits under title XVI, and who have
insufficient (as determined in accordance with compa-
rable standards) income and resources to meet the costs
of necessary medical and remedial care and services, and

(ii) that the medical assistance made available to all
individuals not described in clause (A) shall be equal
in amount, duration, and scope;

except that (I) the making available of the services described
in paragraph (4), (14), or (16) of section 1905(a) to individuals
meeting the age requirements prescribed therein shall not, by
reason of this paragraph (10), require the making available of
any such services, or the making available of such services of the
same amount, duration, and scope, to individuals of any other
ages, (II) the making available of supplementary medical insur-
ance benefits under part B of title XVIII to individuals eligible
therefor (either pursuant to an agreement entered into under
section 1843 or by reason of the payment of premiums under such
title by the State agency on behalf of such individuals), or pro-
vision for meeting part or all of the cost of deductibles, cost
sharing, or similar charges under part B of title XVIII for
individuals eligible for benefits under such pail., shall not, by
reason of this paragraph (10), require the making available of
any such benefits, or the making available of services of the same
amount, duration, and scope, to any other individuals, and (III)
the making available of medical assistance equal in amount, dura-
tion, and scope to the medical assistance made available to individ-
uals described in clause (A) to any classification of individuals
approved by the Secretary with respect to whom there is being
paid, or who are eligible, or would be eligible if they were not
in a medical institution, to have paid with respect to them, a
State supplementary payment shall not, by reason of this para-
graph (10), require the making available of any such assistance,
or the making available of such assistance of the same amount,
duration, and scope, to any other individuals not described in
clause (A);
1 (11) (A) provide for entering into cooperative arrangements
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with the State agencies responsible for administering or super.
vising the administration of health services and vocational re-
habilitation services in the State looking toward maximum uti-
lization of such services in the provision of medical assistance
under the plan; and (B) effective July 1, 1969, provide, to the
extent prescribed by the Secretary, for entering into agreement&
with any agency, institution, or organization receiving payments
for part or all of the cost of plans or projects under title V, (i)
providing for utilizing such agency, institution, or organization in
furnishing care and services which are available under such plan
or project under title V and which are included in the State plan
approved under this section and (ii) making such provision as
may be appropriate for reimbursing such agency, institution, or
organization for the cost of any such care and services furnished
any individual for which payment would otherwise be made to
the State with respect to him under section 1908;

(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
may select;

(18) provide-
(A) (i) for the inclusion of some institutional and some

non-institutional care and services, and
(ii) for the inclusion of home health services for any indi-

vidual who, under the State plan, is entitled to skilled nursing
home services, and

(B) in the case of individuals receiving aid or assistance
under any plan of the State approved under title I, X, XIV,
or XVI, or part A of title IV, or with respect to whom sup-
plemental security income benefits are being paid under title
XVI, for the inclusion of at least the care and services listed
in clauses (1) through (5) of section 1905(a), and

(C) in the case of individuals not included under subpara-
graph (B) for the inclusion of at least-

(i) the care and services listed in clauses (1) through
(5) of section 1905 (a) or

(ii) (I) the care and services listed in any 7 of the
clauses numbered (1) through (16) of such section and
(II) in the event the care and services provided under
the State plan include hospital or skilled nursing fa-
cility services, physicians' services to an individual in
a hospital or skilled nursing facility during any period
he is receiving hospital services from such hospital or
skilled nursing facility services from such home, and
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(D) for payment of the reasonable cost of inpatient hos-
pital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
1122, which shall be developed by the State and reviewed
and approved by the Secretary and (after notice of approval
by the Sec etary) included in the plan, except that the reason-
able cost of any such services as determined under such meth-
ods and standards shall not exceed the amount which would
be determined under section 1861(v) as the reasonable cost
of such services for purposes of title XVIII; and

(E) effective July 1, 1976, for payment of the skilled nurs-
ing facility and intermediate care facility services provided
under the plan on a reasonable cost related basis, as deter-
mined in accordance with methods and standards which shall
be developed by the State on the basis of cost-finding methods
approved and verified by the Secretary;

(14) effective January 1, 1978, provide that-
(A) in case of individuals receiving aid or assistance under

any plan of the State approved under title I, X, XIV, or
XVI, or part A of title IV, or with respect to whom supple-
mental security income benefits are being paid under title
XVI, or who meet the income and resources requirements of
the appropriate State plan, or the supplemental security in-
come program under title XVI, as the case may be, and indi-
viduals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical
institution, to have paid with respect to them, a State supple-
mentary payment and are eligible for medical assistance
equal in amount, duration, and scope to the medical assistance
made available to individuals described in paragraph
(10) (A)-

(i) no enrollment fee, premium, or similar charge,
and no deduction, cost sharing, or similar charge with
respect to the care and services listed in clauses (1)
through (5) and (7) of section 1905(a), will be imposed
under the plan, and

(ii) any deduction, cost sharing, or similar charge im-
posed under the plan with respect to other care and
services will be nominal in amount (as determined in
accordance with standards approved by the Secretary
and included in the plan), and

(B) with respect to individuals (other than individuals
with respect to whom there is being paid, or who are eligible
or would be eligible if they were not in a medical institution,
to have paid with respect to them, a State supplementary
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payment and are eligible for medical assisace equal in
amount, duration, and scope to the medical assistance made
available to individuals described in paragraph (10) (A))
who are not receiving aid or assistance under any such State
plan and with respect to whom supplemental security income
benefits are not being paid under title XVI and who do not
meet the income and resources requirements of the appropri-
ate State plan, or the supplemental security income program
under title XVI, as the case may be, ,

(i) there may be imposed an enrollment fee, premium,
or similar charge which (as determined in accordance
with standards prescribed by the Secretary) is related
to the individual's income, and

(ii) any deductible, cost-sharing, or similar charge
imposed under the plan will be nominal;

(15) in the case of eligible individuals 65 years of age or older
who are covered by either or both of the insurance programs es-
tablished by title XVIII, provide where, under the plan, all of
any deductible, cost sharing, or similar charge imposed with re-
spect to such individual under the insurance program established
by such title is not met, the portion thereof which is met shall be
determined on a basis reasonably related (as determined in ac-
cordance with standards approved by the Secretary and included
in the plan) to such individual's income or his income and
resources;

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

(17) include reasonable standards (which shall be comparable
for all groups and may, in accordance with standards prescribed
by the Secretary, differ with respect to income levels, but only in
the case of applicants or recipients of assistance under the plan
who are not receiving aid or assistance under any plan of the
State approved under title I, X, XIV, or XVI, or part A of
title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI, based on the varia-
tions between shelter costs in urban areas and in rural areas) for
determining eligibility for and the extent of medical assistance
under the plan which (A) are consistent with the objectives of
this title, (B) provide for taking into account only such income
and resources as are, as determined in accordance with standards
prescribed by the Secretary, available to the applicant or re-
cipient, and (in the case of any applicant or recipient who would,
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except for income and resources, be eligible for aid or assistance
in the form of money payments under any plan of the State
approved under title I, X, XIV, or XVI, or part A of title IV,
or to have paid with respect to him supplemental security income
benefits under title XVI) as would not be disregarded (or set
aside for future needs) in determining his eligibility for such
aid, assistance, or benefits, (C) provide for reasonable evaluation
of any such income or resources, and (D) do not take into account
the financial responsibility of any individual for any applicant
or recipient of assistance under the plan unless such applicant or
recipient is such individual's spouse or such individual's child
who is under age 21 or (with respect to States eligible to partici-
pate in the State program established under title XVI), is blind
or permanently and totally disabled, or is blind or disabled as
defined in section 1614 (with respect to States which are not eligi-
ble to participate in such program); and provide for flexibility
in the application of such standards with respect to income by
taking into account, except to the extent prescribed by the Secre.
tary, the costs (whether in the form of insurance premiums or
otherwise) incurred for medical care. or for any other type of
remedial care recognized under State law;

(18) provide that no lien may be imposed against the property
of any individual prior to his death on account of medical as-
sistance paid or to be paid on his behalf under the plan (except
pursuant to the judgment of a court on account of benefits incor-
rectly paid on behalf of such individual), and that there shall be
no adjustment or recovery (except, in the case of an individual
who was 65 years of age or older when he received such assistance,
from his estate, and then only after the death of his surviving
spouse, if any, and only at a time when he has no surviving child
who is under age 21 or (with respect to States eligible to partici.
pate in the State program established under title XVI), is blind or
permanently and totally disabled, or is blind or disabled as defined
in section 1614 (with respect to States which are not eligible to
participate in such program) of any medical assistance correctly
paid on behalf of such individual under the plan;

(19) provide such safeguards as may be necessary to assure
that eligibility for care and services updor the plan will be deter-
mined, and such care and services will be provided, in a manner
consistent with simplicity of administration and the best interests
of the recipients;

(20) if the State ?lan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in institutions
for mental diseases--
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(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
as;urnate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

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

(C) provide for the development of alternate plans of care,
making maximum utilization of available resources, for re-
cipients 05 years of age or older who would otherwise need
care in such institutions, including appropriate medical treat-
ment and other aid or assistance; for services referred to in
3(a) (4) (A) (i) and (ii), section 603(a) (1) (A) (i) and (ii),
or section 1603(a) (4) (A) (i) and (ii) which are appropriate
for such recipients and for such patients; and for methods
of administration necessary to assure that the responsibilities
of the State agency under the State plan with respect to such
recipients and such patients will be effectively carried out;
and

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

(21) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a com-
prehensive mental health program, including provision for utili-
zation of community mental health centers, nursing facilities, and
other alternatives to care in public institutions for mental diseases;

(22) include descriptions of (A) the kinds and numbers of pro-
fessional medical personnel and supporting staff that will be used
in the administration of the plan and of the responsibilities they
will have, (B) the standards, for private or public institutions in
which recipients of medical assistance under the plan may receive
care or services, that will be utilized by the State authority or
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authorities responsible for establishing and maintaining such
standards, (C) the cooperative arrangements with State health
agencies and State vocational rehabilitation agencies entered into
with a view to maximum utilization of and coordination of the
provision of medical assistance with the services administered or
supervised by such agencies, and (D) other standards and
methods that the State will use to assure that medical or remedial
care and services provided to recipients of medical assistance are
of high quality; and

(23) except in the case of Puerto Rico, the Virgin Islands, and
Guam, provide that any individual eligible for medical assistance
(including drugs), may obtain such assistance from any institu-
tion, agency, community pharmacy, or person, qualified to perform
the service or services required (including an organization which
provides such services, or arranges for their availability, on a pre.
payment basis), who undertakes to provide him such services;
and a State plan shall not be deemed to be out of compliance with
the requirements of this paragraph or paragraph (1) or (10)
solely by reason of the fact that the State (or any political subdi-
vision thereof) has entered into a contract with an organization
which has agreed to provide care and services in addition to those
offered under the State plan to individuals eligible for medical
assistance who reside in the geographic area served by such or-
ganization and who elect to obtain such care and services from
such organization; 1

(24) effective July 1, 1969, provide for consultative services
by health agencies and other appropriate agencies of the State
to hospitals, nursing facilities, home health agencies, clinics, lab-
oratories, and such other institutions as the Secretary may specify
in order to assist them (A) to qualify for payments under this
Act, (B) to establish and maintain such fiscal records as may be
necessary for the proper and efficient administration of this Act,
and (C) to provide information needed to determine payments
due under this Act on account of care and services furnished to
individuals;

(25) provide (A) that the State or local agency administering
such plan will take all reasonable measures to ascertain the legal
liability of third parties to pay for care and services (available
under the plan) arising out of injury, disease, or disability, (B)
that where the State or local agency knows that a third party has
such a legal liability such agency will treat such legal liability as
a resource of the individual on whose behalf the care and services
are made available for purposes of paragraph (17) (B), and (C)
that in any case where such a legal liability is found to exist after

1PUMaaph (23) Wa amended by Palate Law 9&48.
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medical assistance has been made available on behalf of the in-
dividual, the State or local agency will seek reimbursement for
such assistance to the extent of such legal liability;

(26) effective July 1, 1969, provide (A) for a regular program
of medical review (including medical evaluation) of each pa-
tient's need for skilled nursing facility care or (in the case of in-
dividuals who are eligible therefor under the State plan) need
for care in a mental hospital, a written plan of care, and, where
applicable, a plan of rehabilitation prior to admission to a skilled
nursing facility; (B) for periodic inspections to be made in all
skilled nursing facilities and mental institutions (if the State
plan includes care in such institutions) within the State by one
or more medical review teams (composed of physicians and other
appropriate health and social service personnel) of (i) the care
being provided in such nursing facilities (and mental institu-
tions, it care therein is provided under the State plan) to persons
receiving assistance under the State plan, (iH) with respect to
each of the patients receiving such carp, the adequacy of the serv-
ices available in particular nursing facilities (or institutions) to
meet the current health needs and promote the maximum physi-
cal well-being of patients receiving care in such homes (or instb
tutions), (iii) the necessity and desirability of the continued
placement of such patients in such nursing facilities (or institu-
tions), and (iv') the feasibility of meeting their health care needs
through alternative institutional or noninstitutional services;
and (C) for the making by such team or teams of full and com-
plete reports of the findings resulting from such inspections to-
gether with any recommendations to the State agency adminis-
tering or supervising the administration of the State plan;

(27) provide for agreements with every person or institution
providing services under the State plan under which such person
or institution agrees (A) to keep such records as are necessary
fully to disclose the extent of the services provided to individuals
receiving assistance under the State plan, and (B) to furnish the
State agency with such information, regarding any payments
claimed by such person or institution for providing services under
the State plan, as the State agency may from time to time request;

(28) provide that any skilled nursing facility receiving pay-
ments under such plan must satisfy aID of the requirements con-
tained in section 1861(j), except that the exclusion contained
therein with respect to institutions which are primarily for the
care and treatment of mental diseases and tuberculosis shall not
apply for purposes of this title;

44-25T. 4U-04o * -5 - 33
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(29) include a State program which meets the requirements
set forth in section 1908, for the licensing of administrators of
nursing homes;

(80) provide such methods and procedures relating to the utili-
zation of, and the payment for, care and services available under
the plan (including but not limited to utilization review plans as

Ile provided for in section 1903(i) (4)) as may be necessary to safe-
guard against unnecessary utilization of such care and services
and to assure that payments (including payments for any drugs
provided under the plan) are not in excess of reasonable charges
consistent with efficiency, economy, and quality of care;

(81) provide (A) for a regular program of independent pro.
fessional review (including medical evaluation of each patient's
need for intermediate care) and a written plan of service prior
to admission or authorization of benefits in an intermediate care
facility as determined under regulations of the Secretary; (B)
for periodic on-site inspections to be made in all such intermedi-
ate care facilities (if the State plan includes care in such in-
stitutions) within the State by one or more independent profes-
sional review teams (composed of physicians or registered nurses
and other appropriate health and social service personnel) of (i)
the care being provided in such intermediate care facilities to per-
sons receiving assistance under the State plan, (ii) with respect to
each of the patients receiving such care, the adequacy of the serv-
ices available in particular intermediate care facilities to meet
the current health needs and promote the maximum physical well.
being of patients. receiving care in such facilities, (iii) the neces-
sity and desirability of the continued placement of such patients
in such facilities, and (iv) the feasibility of meeting their health
care needs through alternative institutional or non-institutional
services; and (C) for the making by such team or teams of full
and complete reports of the findings resulting from such inspec-
tions, together with tny recommendations to the State agency
administering or supervising the administration of the State plan;

(32) provide that no. payment under the plan for any care or
service provided to an individual by a physician, dentist, or other
individual practitioner shall be made to anyone other than such
individual or such physician, dentist, or practitioner, except that
payment may be made (A) to the employer of such physician,
dentia, or practitioner if such physician, dentist, or practitioner
is required as a condition of his employment to turn over his fee
for such care or service to his employer, or (B) (where the care
or service was provided in a hospital, clinic, or other facility) to
the facility in which the care or service was provided if there is a
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contractual arrangement between such physician, dentist, or prac-
titioner and such facility under which such facility submits the
bill for such care or service;

(33) provide-
(A) that the State health agency, or other appropriate

State medical agency, shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secre-
tary, for the review by appropriate professional health
personnel of the appropriateness and quality of care and
services furnished to recipients of medical assistance under
the plan in order to provide guidance with respect thereto
in the administration of the plan to the State agency estab-
lished or designated pursuant to paragraph (5) and, where
applicable, to the State agency described in the penultimate
sentence of this subsection; and

(B) that the State or local agency utilized by the Secretary
for the purpose specified in the first sentence of section
1864(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agency
responsible for such licensing, will perform for the State
agency administering or supervising the administration of
the plan approved under this title the function of determin-
ing whether institutions and agencies meet the requirements
for participation in the program under such plan;

(84) provide that in the case of any individual who has been
determined to be eligible for medical assistance under the plan,
such assistance will be made available to him for care and services
included under the plan and furnished in or after the third month
before the month in which he made application (or application
was made on his behalf in the case of a deceased individual) for
such assistance if such individual was (or upon application would
have been) eligible for such assistance at the time such care and
services were furnished;

(35) effective January 1, 1978, provide that any intermediate
care facility receiving payments under such plan must supply to
the licensing agency of the State full and complete information
as to the identity (A) of each person having (directly or indi-
rectly) and ownership interest of 10 per centum or more in such
intermediate care facility or who is the owner (in whole or in part)
of any mortgage, deed of trust, note, or other obliýmtion secured
(in whole or in part) by such intermediate care facility or any of
the property or assets of such intermediate care facility, (B) in
case an intermediate care facility is organized as a corporation, of
each officer and director of the corporation, and (C) in case an
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intermediate cars facility is organized as a partnership, of each *
partner; and promptly report any changes which would affect the
current accuracy of the information so required to be supplied; and

(86) provide that within 90 days following the completion of
each survey of any health care facility, laboratory, agency, clinien
or organization, by the appropriate State agency described in
paragraph (9), such agency shall (in accordance with regulations
of the Secretary) make public in readily available form and place
the pertinent findings of each such survey relating to the com-
pliance of each such health care facility, laboratory, clinic, agency,
or organization with (A) the statutory conditions of participation
imposed under this title, and (B) the major additional conditions
which the Secretary finds necessary in the interest of health and
safety of individuals who are furnished care or services by any
such facility, laboratory, clinic, agency, or organization.

Notwithstanding paragraph (6), if on January 1,1965, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X (or title XVI, insofar
as it relates to the blind) was different from the State agency which
administered or supervised the administration of the State plan ap-
proved under title I (or title XVI, insofar as it relates to the aged), 1
the State agency which administered or supervised the administration
of such plan approved under title X (or title XVI, insofar as it re-
lates to the blind) may be designated to administer or supervise the
administration of the portion of the State plan for medical assistance
which relates to blind individuals and a different State agency may
be established or designated to administer or supervise the administra-
tion of the rest of the State plan for medical assistance; and in such
case the part of the plan which each such agency administers, or the
administration of which each such agency supervises, shall be regarded
as a separate plan for purposes of this title (except for purposes of
paragraph (10)).

For purposes of paragraphs 9(A), (29), (81), and (88), and of
section 1908(i) (4), the term "skilled nursing facility" and "nursing
home" do not include a Christian Science sanatorium operated, or
listed and certified, by the First Church of Christ, Scientist, Boston,
Massachusetts

For purpose of paragraph (10) any individual who, for the month
of August 1972, was eligible for or receiving aid or assistance under a
State plan approved under title I, X, XIV, or XVI, or part A of title
IV and who for such month was entitled to monthly insurance benefits
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under title II shall for purposes of this title only be deemed to be elig.
ible for financial aid or assistance for any month thereafter if such
individual would have been eligible for financial aid or assistance for
such month had the increase in monthly insurance benefits under title
II resulting front enactment of Public Law 92-336 not been applicable
to such individuals

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a) of this section, except that he shall
not approve any plan which imposes as a condition for eligibility for
medical assistance under the plan-

(1) an age requirement of more than 65 years; or
(2) effective July 1, 1967, any age requirement which excludes

any individual who has not attained the age of 21 and is or would,

'This sentence was added by Publie Law 94-48.
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except for the provisions of section 406(a) (2), be a dependent
child under part A of subchapter IV of this chapter; or,

(8) any residence requirement which excludes any individual
who resides in the State; or

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

(c) Notwithstanding subsection (b), the Secretary shall not ap.
prove any State plan for medical assistance if he determines that the
approval and operation of the plan will result in a reduction in aid or
assistance in the form of money payments (other than so much, if any,
of the aid or assistance in such form as was, immediately prior to the
effective date of the State plan under this title, attributable to medical
needs) provided for eligible individuals under a plan of such State
approved under title I, X, XIV, or XVI, or part A of title IV.

(d) [Repealed].
(e) Notwithstanding any other provision of this title, effective

January 1, 1974, each State plan approved under this title must pro.
vide that each family which was receiving aid pursuant to a plan of
the State approved under part A of title IV in at least 3 of the 6
months immediately preceding the month in which such family became
ineligible for such aid because of increased hours of, or increased in-
come from, employment, shall, while a member of such family is em-
ployed, remain eligible for assistance under the plan approved under
this title (as though the family was receiving aid under the plan ap-
proved under part A of title IV) for 4 calendar months beginning with
the month in which such family became ineligible for aid under the
plan approved under part A of title IV because of income and resources
or hours of work limitations contained in such plan.

(f) Notwithstanding any other provision of this title, except as
provided in subsection (e), no State not eligible to participate in the
State plan program established under title XVI shall be required to
provide medical assistance to any aged, blind, or disabled individual
(within the meaning of title XVI) for any month unless such State
would be (or would have been) required to provide medical assist-
ance to such individual for such month had its plan for medical assist-
ance approved under this title and in effect on January 1, 1972, been
in effect in such month, except that for this purpose any such individ-
ual shall be deemed eligible for medical assistance under such State
plan if (in addition to meeting such other requirements as are or may
be imposed under the State plan) the income of any such individual
as determined in accordance with section 1908(f) (after deducting
any supplemental security income payment and State supplementary
payment made with respect to such individual and incurred expenses
for medical care as recognized under State law) is not in excess of the
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standard for medical assistance established under the State plan as in
effect on January 1, 1972. In States which provide medical assistance
to individuals pursuant to clause (10) (C) of subsection (a) of this
section, an individual who is eligible for medical assistance by reason
of the requirements of this section concerning the deduction of incurred
medical expenses from income shall be considered an individual eligi.
ble for medical amistance under clause (10) (A) of that subsection if

that individual is, or is eligible to be (1) an individual with respect to
whom there is payable a State supplementary payment on the basis
of which similarly situated individuals are eligible to receive medical
assistance equal in amount, duration, and scope to that provided to
individuals eligible under clause (10) (A), or (2) an eligible individ-
ual or eligible spouse, as defined in title XVI, with respect to whom
supplemental security income benefits are payable; otherwise that indi-
vidual shall be considered to be an individual eligible for medical
assistance under clause (1ý) (C) of that subsection. In States which do
not provide medical assistance to individuals pursuant to clause (10)
(C) of that subsection, an individual who is eligible for medical
assistance by reason of the requirements of this section concerning the
deduction of incurred medical expenses from income shall be con-
sidered an individual eligible for medical assistance under clause
(10) (A) of that subsection.

Payment to States

See. 1903. (a) From the sums appropriated therefor, the Secretary
(except as otherwise provided in this section) shall pay to each State
which has a plan approved under this title, for each quarter begin.
ning with the quarter commencing January 1,1966

(1) an amount equal to the Federal medical assistance- per-
centage (as defined in section 1905(b), subject to subsections (g)
and (h) of this section) of the total amount expended during
such quarter as medical assistance under the State plan (including
expenditures for premiums tinder part B of title XVIII, for
individuals who are eligible for medical assistance under the
plan and (A) are receiving aid or assistance under any plan of
the State approved under title I, X, XIV, or XVI, or part A of
title IV, or with respect to whom supplemental security income
benefits are being paid under title XVI, or (B) with respect to
whom there is being paid a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals de-
scribed in section 1902(a) (10) (A), and, except in the case of
individuals sixty-five years of age or older and disabled individ.
uals entitled to hospital insurance benefits under title XVII or
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who are not enrolled under part B of title XVIII, other insur-
ance premiums for medical or any other type of remedial care or
the cost thereof); plus

(2) an amount equal to 75 per centum of so much of the sums
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
as are attributable to compensation or training of skilled pro-
fessional medical personnel, and staff directly supporting such
personnel of the State agency or any other public agency; plus

(8) an amount equal to-
(A) (1) 90 per centum of so much of the sums expended

during such quarter as are attributable to the design, develop-
ment, or installation of such mechanized claims processing
and information retrieval systems as the Secretary determines
are likely to provide more efficient, economical, and effective
administration of the plan and to be compatible with the
claims processing and information retrieval systems utilized
in the administration of title XVIII, including the Staite's
share of the cost of installing such a system to be used jointly
in the administration of such State's plan and the plan of
any other State approved under this title, and

(ii) 90 per centum of so much of the sums expended during
any such quarter in the fiscal year ending June 80, 1972, or
the fiscal year ending June 80, 1978, as are attributable to
the design, development, or installation of cobt determination
systems for State-owned general hospitals (except that the
total amount paid to all States under this clause for either
such fiscal year shall not exceed $150,000), and

(B) 75 per centum of so much of the sums expended dur-
ing such quarter as are attributable to the operation of sys-
tems (whether such systems are operated directly by the
State or by another person under a contract with the State)
of the type described in subparagraph (A) (I) (whether or
not designed, developed, or installed with assistance under
such subparagraph) which are approved by the Secretary
and which include provision for prompt written notice to
each individual who is furnished services covered by the plan
of the specific services so covered, the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made under the plan on account of the services;
plus

(4) an amount equal to 100 per centum of the sums expended
with respect to costs incurred during such quarter (as found neces-
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sary by the Secretary for the proper and efficient administration
of the State plan) which are attributable to compensation or
training of personnel (of the State agency or any other public
agency) responsible for inspecting public or private institutions
(or portions thereof) providing long-term care to recipients of
medical assistance to determine whether such institutions comply
with health or safety standards applicable to such institutions

S under this Act; plus
(5) an amount equal to 90 per centum of the sums expended

during such quarter which are attributable to the offering, ar-
ranging, and furnishing (directly or on a contract basis) of
family planning services and supplies;

(6) an amount equal to 50 per centum of the remainder of the
amounts expended during such quarter as found necessary by the
Secretary for the proper and efficient administration of the State
plan.

(b) (1) Notwithstanding the preceding provisions of this section, the
amount determined under subsection (a) (1) for any State for any
quarter beginning after December 81, 1969, shall not take into ac-
count any amounts expended as medical assistance with respect to
individuals aged 65 or over and disabled individuals entitled to hos-
pital insurance benefits under title XVIII which would not have been
so expended if the individuals involved had been enrolled in the
insurance program established by part B of title XVIII, other than
amounts expended under provisions of the plan of such State required
by section 1902(a) (84).

(2) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

(c) [Repealed.]
(d) Prior to the beginning of each quarter, the Secretary shall

estimate the amount to which a State will be entitled under subsections
(a) and (b) for such quarter, such estimates to be based on (A)
a report filed by the State containing its estimate of the total sum
to be expended in such quarter in accordance with the provisions of
such subsections, and stating the amount appropriated or made avail-
able by the State and its political subdivisions for such expenditures
in such quarter, and if such amount is less than the State's propor.
tionate share of the total sum of such estimated expenditures, the
source or sources from which the difference is expected to be derived,
and (B) such other investigation as the Secretary may find necessary.

(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amounts so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Secre-
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tary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already
been made under this subsection. Expenditures for which payments
were made to the State under subsection (a) shall be treated as an
overpayment to the extent that the State or local agency administering
such plan has been reimbursed for such expenditures by a third party
pursuant to the provisions of its plan in compliance with section
1902(a) (23).

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

(4) Upon the making of an estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

(e) [Repealed.]
(f) (1) (A) Except as provided in paragraph (4), payment under

the preceding provisions of this section shall not. be made with respect
to any' amount expended as medical assistance in a calendar quarter,
in any State, for any member of a family the annual income of which
exceeds the applicable income limitation determined under this
paragraph.

(B) (i) Except as provided in clause (ii) of this subparagraph, the
applicable income limitation with respect to any family is the amount
determined, in accordance with standards prescribed by the Secre-
tary, to be equivalent to 1881A percent of the highest amount which
would ordinarily be paid to a family of the same size without any in-
come or resources, in the form of money payments, under the plan
of tho State approved under part A of title IV of this Act.

(ii) If the Secretary finds that the operation of a uniform maxi-
mum limits payments to families of more than one size, he may adjust

- the amount otherwise determined under clause (i) to take account of
families of different sizes

(C) The total amount of any applicable income limitation deter-
mined under subparagraph (B) shall, if it is not a multiple of $100
or such other amount as the Secretary may prescribe, be rounded to
the next higher multiple of $100 or such other amount., as the case
may be.

-(2) In computing a family's income for purposes of paragraph (1),
there shall be excluded any costs (whether in the form of insurance
premiums or otherwise) incurred by such family for medical care or
for any other type of remedial care recognized under State law.
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(8) For purposes of paragraph (1)(B), in the case of a family
consisting of only one individual, the "highest amount which would
ordinarily be paid" to such family under the State's plan approved
under part A of title IV of this Act shall be the amount determined
by the State agency (on the basis of reasonable relationship to the
amounts payable under such plan to families consisting of two or

• more persons) to be the amount of the aid which would ordinarily be
Payable under such plan to a family (without any income or re-

sources) consisting of one person if such plan (without regard to
section 408) provided for aid to such a family.

(4) The limitations on payment imposed by the preceding provi.
sions of this subsection shall not apply with respect to any amount
expended by a State as medical assistance for any individual-

(A) who is receiving aid or assistance under any plan of the
State approved under title I, X, XIV or XVI, or part A of title
IV, or with respect to whom supplemental security income benefits
are being paid under title XVI, or

(B) who is not receiving such aid or assistance, and with
respect to whom such benefits are not being paid, but (i) is eligible
to receive such aid or assistance, or to have such benefits paid
with respect to him, or (ii) would be eligible to receive such aid
or assistance, or to have such benefits paid with respect to him if
he were not in a medical institution, or

(C) with respect to whom there is being paid, or who is eligible,
or would be eligible if he were not in a medical institution, to
have paid with respect to him, a State supplementary payment
and is eligible for medical assistance equal in amount, duration,
and scope to the medical assistance made available to individuals
described in section 1902(a) (10) (A), but only if the income of
such individual (as determined under section 1612, but without
regard to subsection (b) thereof) does not exceed 300 percent
of the supplemental security income benefit rate established by
section 1611(b) (1),

at the time of the provision of the medical assistance giving rise to
such expenditure.

(g) (1) With respect to amounts paid for the following services
furnished under the State plan after June 30,1973 (other than services
furnished pursuant to a contract with a health maintenance organiza-
tion as defined in section 1876), the Federal medical assistance per-
centage shall be decreased as follows: After an individual has received
care as an inpatient in a hospital (including an institution for tuber-
culosis), skilled nursing facility or intermediate care facility on 60
days, or in a hospital for mental diseases on 90 days (whether or
not such days are consecutive), during any fiscal year, which for pur-
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poses of this section means the four calendar quarters ending with
June 30, the Federal medical assistance percentage with respect to
amounts paid for any such care furnished thereafter to such individual
in the same fiscal year shall be deceased by 88½ per centum thereof
unless the State agency responsible for the administration of the plan
makes a showing satisfactory to the Secretary that, with respect to
each calendar quarter for which the State submits a request for pay-
S ment at the full Federal medical assistance percentage for amounts
paid for inpatient hospital services (including tuberculosis hospitals),
skilled nursing facility pervices, or intermediate care facility services
furnished beyond 60 days (or inpatient mental hospital services fur-
nished beyond 90 days), there is in operation in the State an effective
program of control over utilization of such services; such a showing
must include evidence that.-

(A) in each case for which payment is made under the State
plan, a physician certifies at the time of admission, or, if later,
the time the individual applies for medical a ce under the
State plan (and recertifies, where such services are furnished over
a period of time, in such case, at least every 60 days, and accom-
panied by such supporting material, appropriate to the case in-
volved, as may be provided in regulations of the Secretary), that
such services are or were required to be given on an inpatient
basis because the individual needs or needed such services; and

(B) in each such case, such services were furnished under a
plan established and periodically reviewed and evaluated by a
physician;

(C) such State has in effect a continuous program of review
of utilization pursuant to section 1902(a) (80) whereby the neces-
sity for admission and the continued stay of each patient in such
institution is periodically reviewed and evaluated (with such fre-
quency as may be prescribed in regulations of the Secretary) by
medical and other professional personnel who are not themselves
directly responsible for the care of the patient or financially in-
terested in any such institution or, except in the case of hospitals,
employed by the institution; and

(D) such State has an effective program of medical review of
the care of patients in mental hospitals, skilled nursing facilities,
and intermediate care facilities pursuant to section 1902(a) (26)
and (81) whereby the professional management of each case is re-
viewed and evaluated at least annually by independent profes-
sional review teams,

In determining the number of days on which an individual has re-
ceived services described in this subsection, there shall not be counted
any days with respect to which such individual is entitled to have
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payments made (in whole or in part) on his behalf under section
1812.

(2) The Secretary shall, as part of his validation procedures under
this subsection, conduct sample onsite surveys of private and public
institutions in which recipients of medical assistance may receive care
and services under a State plan approved under this title, and his find-

., ings with respect to such surveys (as well as the showings of the State
agency required under this subsection) shall be made available for
public inspection.

(h) (1) If the Secretary determines for any calendar quarter begin-
ning after June 80,1978, with respect to any State that there does not
exist a reasonable cost differential between the statewide average cost
of skilled nursing facility services and the statewide average cost of
intermediate care facility services in such State, the Secretary may
reduce the amount which would otherwise be considered as expendi-
tures under the State plan by any amount which in his judgment is
a reasonable equivalent of the difference between the amount of the
expenditures by such State for intermediate care facility services and
the amount that would have been expended by such State for such
services if there had been a reasonable cost differential between the
cost of skilled nursing facility services and the cost of intermediate
care facility service&

(2) In determining whether any such cost differential in any State
is reasonable the Secretary shall take into consideration the range of
such cost differentials in all States.

(8) For the purposes of this subsection, the term "cost differential"
for any State for any quarter means, as determined by the Secretary
on the basis of the data for the most recent calendar quarter for which
satisfactory data are available, the excess of-

(A) the average amount paid in such State (regardless of the
source of payment) per inpatient day for skilled nursing facility
services, over

(B) the average amount paid in such State (regardless of the
source of payment) per inpatient day for intermediate care facil-
ity services.

(4) For purposes of this subsection, the term "cost" shall mean
amounts reimbursable by the State under a State plan approved under
this title,

(i) Payment under the preceding provisions of this section shall
not be made--

(1) with respect to any amount paid for items or services
furnished under the plan after December 31, 1972, to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842(b) (8) ; or
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(2) with respect to any amount paid for services furnished

under the plan after December 81, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respot to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862 (d) (1) or under
clause (D), (E), or (F) of section 1866(b) (2) ; or

(8) with respect to any amount expended for inpatient hospital
services furnished under the plan to the extent that such amount
exceeds the hospital's customary charges with respect to such
services or (if such services are furnished under the plan by a
public institution free of charge or at nominal charges to the
public) exceeds an amount determined on the basis of those items
(specified in regulations prescribed by the Secretary) included in
the determination of such payment which the Secretary finds will
provide fair compensation to such institution for such services;
or

(4) with respect to any amount expended for care or services
furnished under the plan by a hospital or skilled nursing facility
unless such hospital or skilled nursing home has in effect a utiliza-
tion review plan which meets the requirements imposed by sec-
tion 1861(k) for purposes of title XVIII; and if such hospital or
skilled nursing facility has in effect such a utilization review plan
for purposes of title XVIII, such plan shall serve as the plan
required by this subsection (with the same standards and proce-
dures and the same review committee or group) as a condition of
payment under this title; the Secretary is authorized to waive
the requirements of this paragraph if the State agency demon.
strates to his satisfaction that it has in operation utilization re-
view procedures which are superior in their effectiveness to the
procedures required under section 1861(k).

(j) (1) Notwithstanding the preceding provisions of this section,
no payment shall be made to a State (except as provided under this
subsection) with respect to expenditures incurred by it for services pro.
vided by any institution during any period that an order for suspen-
sion of payment (as authorized by this subsection) is effective with
respect to such institution.

(2) The Secretary may issue a suspension of payment order with
respect to apy institution if-

(A) such institution (i) does not (at the time such order is
issued) have in effect an agreement with the Secretary which is
entered into pursuant to section 1866; and (ii) did (prior to the
time such order is issued) have in effect such an agreement; and

(B) (i) -The Secretary has been unable to collect (or make
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satisfactory arrangement for the collection of) amounts due on
account of overpayments made to such institution under title
XVIII; or

(ii) the Secretary has been unable to obtain from such insti-
tution the data and information necessary to enable him to deter-
mine the amount (if any) of the overpayments made to such in.
stitution under title XVIII.

"'l (8) Whenever the Secretary issues any order for suspension of
payment under this subsection with respect to any institution, he shall
submit a notice of such order to the single State agency (referred
to in section 1909(a) (5)) of each State which he has reason to believe
does or may utilize the services of such institution in providing medi-
cal assistance under a plan approved under this title.

(4) Any order for suspension of payment issued with respect to any
Institution under this Pibsection shall become effective, in the case of
any State plan approvedunder this title, on the 60th day after the date
the State agency (referred to in section 1902(a) (5)) administering or
supervising the administration of such plan receives notice of such
order submitted pursuant to paragraph (8). Any such order shall cease
to be effective at such time as the Secretary is satisfied that the insti-
tution is pirticipating in substantial negotiations which seek to remedy
the conditions which gave rise to his order of suspension of payments,
or that the amounts (referred to in paragraph (2)) are no longer due
from such institution or that a satisfactory arrangement has been
made for the payment by such institution of any such amounts. Upon
the determination of the Secretary that any such order with respect
to any such institution shall cease to be effective, he shall forthwith
notify each State agency to which he has theretofore submitted notice
under paragraph (8) with respect to such institution.

(5) Whenever any order which has been issued by the Secretary
under the preceding provisions of this subsection with respect to an
institution ceases to be effective, any payment to which any State would
(except for the preceding provisions of this subsection) have been

.- entitled under this section on account of services provided by such
institution shall be made to such State for the month in which such
order ceases to be effective.

(k) The Secretary is authorized to provide at the request of any
State (and without cost to such State) such technical and actuarial
distance asxanay.bec &% %to.assist such State to contract with any
health maintenance organization which meets the requirements of sec-
tion 1876 for the purpose of providing medical care and services to
individuals who are entitled to medical assistance under thistitle.
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OperatoU of State Plans

Sec. 1904, If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer complies
with the provisions of section 1902; or

(2) that in the administration of the plan there is a failure to
comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure.)

Definitions

See. 1905. For purposes of this title-
(a) The term "medical assistance" means payment of part or all

of the cost of the following care and services (if provided in or after
the third month before the month in which the recipient makes appli-
cation for assistance) for individuals, and, with respect to physicians'
or dentists' services, at the option of the State, to individuals (other
than individuals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical institution,
to have paid with respect to them a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals described
in section 1902(a) (10) (A) not receiving aid or assistance under any
plan of the State approved under title I, X, XIV, or XVI, or part A
of title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI, who are

(i) under the age of 21,
(ii) relatives specified in section 406(b) (1) with whom a child

is living if such child, except for section 406(a) (2), is (or would,
if nee4y, be) a dependent child under part A Qf title IV,

(iii) 65 years of age or older,
(iv). blind, with respect to States eligible to participate in the

State plan program established under title XVI,
(v) 18 years of age or older and permanently and totally

disabled, with respect to States eligible to participate in the State
plan program established under title XVI,
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(vi) persons essential (as described in the second sentence of

this subsection) to individuals receiving aid or assistance under
State plans approved under title I, X, XIV, or XVI, ot(vii) blind ordisabled as defined in section 1614, with respect
to States not eligible to participate in the State plan program
established under title XVI,

but whose income and resources are insuflicient to meet all of such

(1) inpatient hospital services (other than services in an institu-
tion for tuberculosis or mental diseases);

(2) outpatient hospital services;
(8) other laboratory and X-ray services;
(4) (A) skilled nursing facility services (other than services

in an institution for tuberculosis or mental diseases) for individ-
uals 21 years of age or older; (B) effective July 1, 1969, such
early and periodic screening and diagnosis of individuals who
are eligible under the plan and are under the age of 21 to ascertain
their physical or mental defects, and such health care, treatment,
and other measures to correct or ameliorate defects and chronic
conditions discovered thereby, as may be provided in regulations
of the Secretary; and (C) family planning services and supplies
furnished (directly or under arrangements with others) to in-
dividuals of child-bearing age (including minors who can be
considered to be sexually active) who are eligible under the State
plan who desire such services and supplies;

(5) physicians' services furnished by a physician (as defined in
section 1861(r) (1), whether furnished in the office, the patient's
home, a hospital, or a skilled nursing facility, or elsewhere;

(6) medical care, or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the
scope of their practice as defined by.State law;

(7) home health care services;
(8) private duty nursing services;
(9) clinic services;
(10) dental services;
(11) physical therapy and related services;
(12) prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by a physician skilled in diseases of the
eye or by an optometrist, whichever the individual may select;

(13) other diagnostic, screening, preventive, and rehabilitative
services;

(14) inpatient hospital services, skilled nursing facility serv-
ices, and intermediate care facility services for individuals 65
years of age or over in an institution for tuberculosis or mental

. diseases;
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(15) intermediate cars facility services (other than such serv-
ices in an institution for tuberculosis or mental diseases) for
individuals who are determined, in accordance with section 190
(a) (81) (A), to be in need of such care;

(16) effective January 1, 1978, inpatient psychiatric hospital
services for individuals under age 21, as defined in subsec;tn
(h); and

(17) any other medical care, and any other type of remedial
care recognized under State law, specified by the Secretary;

except as otherwise provided in paragraph (16), such term does not
include-

(A) any such payments with respect to care or services for
any individual who is an inmate of a public institution (except
as a patient in a medical institution) ; or

(B) any such payments with respect to care or services for
any individual who has not attained 65 years of age and who
is a patient in an institution for tuberculosis or mental diseases,

For purposes of clause (vi) of the preceding sentence, a person shall
be comidered essential to another individual if such person is the
spouse of and is living with such individual, the needs of such person
are taken into account in determining the amount of aid or assistance
furnished to such individual (under a State plan approved under
title I, X, XIV, or XVI), and such person is determined, under such
a State plan, to be essential to the well being of such individual.

(b) The term "Federal medical assistance percentage" for any
State shall be 100 per centum less the State percentage; and the
State percentage shall be that percentage which bears the same ratio
to 45 per centum as the square of the per capita income of such State
bears to the square of the per capita income of the continental United
States (including Alaska) and Hawaii; except that (1) the Federal
medical assistance percentage shall in no case be less than 50 per cen-
turn or more than 83 per centum, and (2) the Federal medical assist-
ance percentage for Puerto Rico, the Virgin Islands, and Guam shall
be 50 per centum. The Federal medical assistance percentage for any
State shall be determined and promulgated in accordance with the
provisions of subparagraph (B) of section 1110(a) (8).

(c) For purposes of this title the term "intermediate care facility"
means an institution which (1) is licensed under State law to pro-
vide, on a regular basis, health-related care and services to individuals
who do not require the degree of care and treatment which a hospital
or skilled nursing facility is designed to provide, but who because of
their mental or physical condition require care and services (above the
level of room and board) which can be made available to them only
through institutional facilities, (2) meets such standards prescribed
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by the Secretary as he finds appropriate for the proper provision of
such care, and (8) meets such standards of safety and sanitation as
are established under regulation of the Secretary in addition to those
applicable to nursing homes under State law. The term "intermediate
care facility" also includes any skilled nursing facility or hospital
which meets the requirements of the preceding sentence. The term "in.

.-e termediate care facility" &lso includes a Christian Science sanatorium
S operated, or listed and certified, by the First Church of Christ Scien-

tist, Boston, Massachusetts, but only with respect to institutional serv-
ices deemed appropriate by the State. The term "intermediate care fa-
cility" also includes any institution which is located in a State on an
Indian reservation and is certified by the Secretary as meeting the re-
quirements of clauses (2) and (8) of this subsection and providing
the care and services required under clauses (1). With respect to serv-
ices furnished to individuals under age 65, the term "intermediate care
facility" shall not include, except as provided in subsection (d), any
public institution or distinct part thereof for mental diseases or mental
defects.

(d) The term "intermediate care facility services" may include
services in a public institution (or distinct part thereof) for the men-
tally retarded or persons with related conditions if-

(1) The primary purpose of such institution (or distinct part
thereof) is to provide health or rehabilitative services for men-
tally retarded individuals and which meet such standards as may
be prescribed by the Secretary;

(2) the mentally retarded individual with respect to whom a
request for payment is made under a plan approved under this
title is receiving active treatment under such a program; and

(8) the State or political subdivision responsible for the opera-
tion of such institution has agreed that the non-Federal expendi-
tures in any calendar quarter prior to January 1, 1975, with
respect to services furnished to patients in such institution (or dis-
tinct part thereof) in the State will not, because of payments made
under this title, be reduced below the average amount expended
for such services in such institution in the four quarters immedi-
ately preceding the quarter in which the State in which such in-
stitution is located elected to make such services available under
its plan approved under this title.

(e) In the case of any State the State plan of which (as approved
under this title)-

(1) does not provide for the payment of services (other than
services covered wider section 1902 (a) (12)) provided by an op-
tometrist; but

(2) at a prior period did provide for the payment of services
referred to in paragraph (1) ;
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the term "physicians' services" (as used in subeedon (a) (5)) shall
include services of the type which an optometrist is legally authorized
to perform where the State plan specifically provides that the term
"physicians' services", as employed in such plan, includes services of
the type which an optometrist is legally authorized to perform,
and shall be reimbursed whether furnished by a physician or an

. optometrist.
S(f) For purposes of this title, the term "skilled nursing facility
services" means services which are or were required to be given an
individual who needs or needed on a daily basis skilled nursing care
(provided directly by or requiring the supervision of skilled nursing
personnel) or other skilled rehabilitation services which as a practical
matter can only be provided in a skilled nursing facility on an
inpatient basis.

(g) If the State plan includes provision of chiropractors' services,
such services include only-

(1) services provided by a chiropractor (A) who is licensed
as such by the State and (B) who meets uniform minimum stand-
ards promulgated by the Secretary under section 1861(r) (5);
and

(2) services which consist of treatment by means of manual
manipulation of the spine which the chiropractor is legally
authorized to perform by the State.

(h) (1) For purposes of paragraph (16) of subsection (a), the term
"inpatient psychiatric hospital services for individuals under age 91"includes only-

(A) inpatient services which are provided in an institution
which is accredited as a psychiatric hospital by the Joint Commis-
sion on Accreditation of Hospitals;

(B) inpatient services which, in the case of any individual,
involve active treatment which meets such standards as may
(i) be prescribed in regulations by the Secretary, and (ii) a team,
consisting of physicians and other personnel qualified to make
determinations with respect to mental health conditions and the
treatment thereof, has determined are necessary on an inpatient
basis and can reasonably be expected to improve the condition, by
reason of which such services are necessary, to the extent that
eventually such services will no longer be necessary ; and

(C) inpatient services which, in the case of any individual, are
provided prior to (A) the date such individual attains age 21, or
(B) in the case of an individual who was receiving such services in
the period immediately preceding the date on which he attained
age 21, (i) the date such individual no longer requires such serv-
ices, or (ii) if earlier, the date such individual attains age 22;
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(9) Such term does not include services provided during any
calendar quarter under the State plan of any State if the total amount
of the funds expended, during such quarter, by the State (and the
political subdivisions thereof) from non-Federal funds for inpatient
services included under paragraph (1), and for active psychiatric
care and treatment provided on an outpatient basis for eligible men-
tally ill children, is less than the average quarterly amount of the funds
expended, during the 4-quarter period ending December 81, 1971, by
the State (and the political subdivisions thereof) from non-Federal
funds for such services.

(i) For purposes of this title, the term "skilled nursing facility"
also includes any institution which is located in a State on an Indian
reservation and is certified by the Secretary as being a qualified skilled
nursing facility by meeting the requirements of section 1861(j).

(j) The term "State supplementary payment" means any cash pay-
ment made by a State on a regular basis to an individual who is
receiving supplemental security income benefits under title XVI or
who would but for his income be eligible to receive such benefits, as
assistance based on need in supplementation of such benefits (as deter-
mined by the Secretary), but only to the extent that such payments
are made with respect to an individual with respect to whom supple-
mental security income benefits are payable under title XVI, or would
but for his income be payable under that title.

(k) Increased supplemental security income benefits payment pur-
suant to section 211 of Public Law 93-66 shall not be considered
supplemental security income benefits payable under title XVI.

Sec. 1906. [Repealed.]

Observance of Religious Beliefs

Sec. 1907. Nothing in this title shall be construed to require any
State which has a plan approved under this title to compel any per-
son to undergo any medical screening, examination, diagnosis, or treat-

WO ment or to accept any other health care or services provided under
such plan for any purpose (other than for the purpose of discovering
and preventing the spread of infection or contagious disease or for
the purpose of protecting environmental health), if such person
objects (or, in case such person is a child, his parent or guardian
objects) thereto on religious grounds.

State Programs for Licensing of Administrators of Nursing
Homes

See. 1908. (a) For purposes of section 1902(a) (29), a "State pro-
gram for licensing of administrators of nursing homes" is a program
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which provides that no nursing home within the State may operate
except under the supervision of an adminittor licensed in the man-
ner provided in this section.

(b) Licensing of nursing home administrators shall be carried out
by the agency of the State responsible for licensing under the healing
arts licensing act of the State, or, in the absence of such act or such

,an agency, a board representative of the professions and institutions
concerned with care of chronically ill and infirm aged patients and
established to carry out the purposes of this section.

(c) It shall be the function and duty of such agency or board to-
(1) develop, impose, and enforce standards which must be met

by individuals in order to receive a license as a nursing home
administrator, which standards shall be designed to insure that
nursing home administrators will be individuals who are of good
character and are otherwise suitable, and who, by training or
experience in the field of institutional administration, are quali.
fied to serve as nursing home administrators;

(2) develop and apply appropriate techniques, including ex-
aminations and investigations, for determining whether an indi-
vidual meets such standards;

(8) issue licenses to individuals determined, after the appli-
cation of such techniques, to meet such standardls and revoke or
suspend licenses previously issued by the board in any case where
the individual holding any such license is determined substan-
tially to have failed to conform to the requirements of such stand-
ards;

(4) establish and carry out procedures designed to insure that
individuals licensed as nursing home administrators will, during
any period that they serve as such, comply with the requirements
of such standards;

(5) receive, investigate, and take appropriate action with re-
spect to, any charge or complaint filed with the board to the effect
that any individual licensed as a nursing home administrator has
failed to comply with the requirements of such standards; and

(6) conduct a continuing study and investigation of nursing
homes and administrators of nursing homes within the State with
a. view to the improvement of the standards imposed for the
licensing of such administrators and of procedures and methods
for the enforcement of such standards with respect to administra-
tors of nursing homes who have been licensed as such.

(d) No State shall be considered to have failed to comply with the
provisions of section 1902(a) (29) because the agency or board of such
State (established pursuant to subsection (b)) shall have granted any
waiver, with respect to any individual who, during all of the three

in
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calendar years immediately preceding the calendar year in which the
requirements prescribed in section 1902(a) (29) are first met by the
State, has served as a nursing home administrator, of any of the stand-
ards developed, imposed, and enforced by such agency or board pursu-
ant to subsection (c).

(e) As used in this section, the term-
(1) "nursing home" means any institution or facility defined as

such for licensing purposes under State law, or, if State law does
not employ the term nursing home, the equivalent term or terms
as determiined by the Secretary, but does not include a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts; and

(2) "nursing home administrator" means any individual who
is charged with the general administration of a nursing home
whether or not such individual has an ownership interest in such
home and whether or not his functions and duties are shared with
one or more other individuals.

Penalties

See. 1909. (a) Whoever-
(1) knowingly and willfully makes or causes to be made any

false statement or representation of a material fact in any appli-
cation for any benefit or payment under a State plan approved
under this title,

(2) at any time knowingly and willfully makes or cauls to
be made any false statement or representation of a material fact
for use in determining rights to such benefit or payment,

(8) having knowledge of the occurrence of any event affect-
big (A) his initial or continued right to any such benefit or pay-
ment, or (B) the initial or continued right to any such benefit
or payment of any other individual in whose behalf he has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such
benefit or payment either in a greater amount or quantity than is
due or when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or pay-
ment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

shall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one
year, or both.

(b) Whoever furnishes items or services to an individual for which
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payment is or may be made in whole or in part out of Federal funds
under a State plan approved under this title and who solicits, offers,
or receives any-

(1) kickback or bribe in connection with the furnishing of such
items or services or the making or receipt of such payment, or

(2) rebate of any fee or charge for referring any such individ-
ual to another person for the furnishing of such items or services

•,- shall be guilty of a misdemeanor and upon conviction thereof shall be
fined not more than $10,000 or imprisoned for not more than one year,
or both.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution
or facility may qualify (either upon initial certification or upon re-
certification) as a hospital, skilled nursing facility, intermediate care
facility, or home health agency (as those terms are employed in this
title) shall be guilty of a misdemeanor and upon conviction thereof
shall be fined not more than $2,000 or imprisoned for not more than
6 months, or both.

Certification and Approval of Skilled Nursing Facilities

See. 1910. (a) Whenever the Secretary certifies an institution in
a State to be qualified as a skilled nursing facility under title XVIII,
such institution shall be deemed to meet the standards for certification
as a skilled nursing facility for purposes of section 192(a) (28).

(b) The Secretary shall notify the State agency administering the
medical assistance plan of his approval or disapproval of any institu.
tion which has applied for certification by him as a qualified skilled
nursing facility.

Ifa
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Appropriation Authorized

So& 2001. For the purpose of encouraging each State, as far as
practicable under the conditions in that State, to furnish services
d t at the goal of-

(1) achieving or maintaining economic self-support to pro-
vent, reduce, or eliminate dependency,

(2) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(8) preventing or remedying neglect, abuse, or exploitation of
children and adults unable to protect their own interests, or pre-
serving, rehabilitating or reuniting families,

(4) preventing or reducing inappropriate institutional care by
providing for community-based care, home-based care, or other
forms of less intensive care, or

(5) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services
to individuals in institutions,

there is authorized to be appropriated for each fiscal year a sum
sufficient to carry out the purposes of this title. The sums made avail-
able under this section shall be used for making payments to States
under section 2002.

Payments To States

See. 2002. (a) (1) From the sums appropriated therefore, the Secre-
tryhal, subject to the provisions of this section and section 2008,
pay to each State, for each quarter, an amount equal to 90 per centum
of the total expenditures during that quarter for the provision of fam-
ily planning services and 75 per centum of the total expenditures dur-

'Title bweom eectve October 1, 1975.
'Thid table of eontate does not appear in the law.
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Ing that quarter for the provision df other services directed at the
goal of-

(A) achieving or maintaining economic self-support to pre-
vent, reduce, or eliminate dependency,

(B) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(C) preventing or remedying neglect, abuse, or exploitation
of children and adults unable to protect their own interests, or
preserving, rehabilitating, or reuniting families,

(D) preventing or reducing inappropriate institutional care
by providing for community-based care, home-based care, or other
forms of less intensive care, or

(E) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services to
individuals in institutions,

including expenditures for administration (including planning and
evaluation) and personnel training and retraining directly related to
the provision of those services (including both short- and long-term
training at educational institutions through grants to such institutions
or by direct financial assistance to students enrolled in such institu-
tions). Services that are directed at these goals include, but are not
limited to, child care services, protective services for children and
adults, services for children and adults in foster care, services related
to the management and maintenance of the home, day care services for
adults, transportation services, training and related services, employ-
ment services, information, referral, and counseling services, the prep-
aration and delivery of meals, health support services, and appropriate
combinations of services designed to meet the special needs of children,
the aged, the mentally retarded, the blind, the emotionally disturbed,
the physically handicapped, and alcoholics and drug addicts.

(2) (A) No payment with respect to any expenditures other than
expenditures for personnel training or retraining directly related to
the provision of services may be made under this section to any State
for any fiscal year in excess of an amount which bears the same ratio
to $2,500,000,000 as the population of that State bears to the popula-
tion of the fifty States and the District of Columbia, The Secretary
shall promulgate the limitation applicable to each State for each fiscal
year under this paragraph prior to the flrst'day of the third month of
the preceding fiscal year, as determined on the basis of the most ircent
satisfactory data available from the Department of Commerce.

(B) Each State with respect to which a limitation is promulgated
under subparagraph (A) for any fiscal year shall, at the earliest prac-
ticable date after the commencement of such fiscal year (and in accord-
ance with regulations prescribed by the Secretary), certify to the Sec-
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rotary whether the amount of its limitation is greater or less than the
amount needed by the State for uses to which the limitation applies,
for such fiscal year and, if so, tie amount by which the amount of such
limitation is greater or less than such need.

(C) If any State certifies, in- accordance with subparagraph- (B),
that the amount of its limitation for any fiscal year is greater than its

P need for such year, then the amount of the limitation of such State
for such year shall be reduced by the excess of its limitation amount
over its need, and the amount of such reduction shall be available for
allotment as provided in subparagraph (D).

(D) Of the amounts made available, pursuant to subparagraph
(C), for allotment for any fiscal year, the Secretary (i) shall allot to
Mte jurisdiction of Puerto Rico $15,000,000, to the jurisdiction of Guam
$500,000, and to the jurisdiction of the Virgin Islands $500,000, which
shall be available to each such jurisdiction in addition to amounts avail-
able under section 1108 for purposes of matching the expenditures of
such jurisdictions for services pursuant to sections 8(a) (4) and (5),
408(a) (8), 1003(a) (8) and (4), 1408(a) (8) and (4), and 1608(a) (4)
and (5) : Provide~d, That if the amounts made available, pursuant to
subparagraph (C), are insufficient to meet the requirements of this
clause, then such amounts as are available shall be allotted to each of
the three jurisdictions in proportion to their respective populations.

(8) No payment may be made under this section to any State with
respect to any expenditure for the provision of any service to any indi-
vidual unless-

(A) the State's services program planning meets the require-
ments of section 204, and

(B) the final comprehensive annual services plan in effect
when the service is provided to the individual includes the pro-
vision of that service to a category of individuals which includes
that individual in the descriptions required by section 204(2)
(B) and (C) of the services to be provided under the plan and the
categories of individuals to whom the services are to be provided.

, The Secretary may not deny payment under this section to any State
•u with respect to any expenditure on the ground that it is not an expendi-

ture for the provision of a service or is not an expenditure for the pro-
vision of a service directed at a goal described in paragraph (1) of this
subsection.

(4) So much of the aggregate expenditures with respect to which
payment is made under this section to any State for any fiscal year as
equals 50 per centum of the payment made under this section to the
State for that fiscal year must be expended for the provision of services
to individuals-
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(A) who are receiving aid under the plan of the State ap-
proved under part A of title IV or who are eligible to receive such
aid, or

(B) whose needs are taken into account in determining the
needs of an individual who is receiving aid under the plan of the
State approved under part A of title IV, or who ae eligible to
hive their needs taken into account in determining the needs of
an individual who is receiving or is eligible to receive such aid, or

(C) with respect to whom supplemental security income bene-
fits under title XVI or State supplementary payments, as defined
in section 2007 (1), are being paid, or who are eligible to have such
benefits or payments paid with respect to them, or

(D) whose income and resources are taken into account in de-
termining the amount of supplemental security income benefits
or State supplementary payments, as defined in section 2007 (1),
being paid with respect to an individual, or whose income and
resources would be taken into account in determining the amount
of such benefits or payments to be paid with respect to an indi-
vidual who is eligible to have such benefits or payments paid with
respect to him, or

(B) who are eligible for medical assistance under the plan of
the State approved under title XIX.

(5) No payment may be made under this section to any State with
respect to any expenditure for the provision of any service to any
individual-

(A) who is receiving, or whose needs are taken into account in
determining the needs of an individual who is receiving, aid un-
der the plan of the State approved under part A of title IV, or
with respect to whom supplemental security income benefits under
title XVI or State supplementary payments, as defined in section
2007(1), are being paid; or

(B) who is a member of a family the monthly grosw income of
which is less than the lower of-

(i) 80 per centun of the median income of a family of
four in the State, or

(ii) the median income of a family of four in the fifty
States and the District of Columbia, ,

adjusted, in accordance with regulations prescribed by the Secre-
tary, to take into account the size of the family, -

if any fee or other charge (other than a voluntary contribution) im-
posed on the individual for the provision of that service is not con-
sistent with such requirements (including requirements prohibiting
the imposition of any such fee or charge) as the Secretary shall
prescribe.

SM
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(6) No payment may be made under this section to any State with
respect to any expenditure for the provision of any service, other than
an information or referral service or a service directed at the goal of
preventing or remedying neglect, abuse, or exploitation of children
and adults unable to protect their own interests, to any individual who
is not an individual described in paragraph (5), and--

(A) who is a member of a family the monthly gross income of
which exceeds 115 per centum of the median income of a family
of four in the State, adjusted, in accordance with regulations
prescribed by the Secretary, to take into account the size of the
family, or

(B) who is a member of a family the monthly gross income
of which-

(i) exceeds the lower of-
(I) 80 per centum of the median income of a family

of four in the State, or
(II) the median income of a family of four in the

fifty States and the District of Columbia,
adjusted, in accordance with regulations prescribed by the
Secretary, to take into account the size of the family, and

(ii) does not exceed 115 per centum of the median income
of a family of four in the State, adjusted, in accordance with
regulations prescribed by the Secretary, to take into account
the size of the family,

unless a fee or other charge reasonably related to income is im-
posed on the individual for the provision of the service.

The Secretary shall promulgate the median income of a family of four
in each State and the fifty States and the District of Columbia appli-
cable to payments with respect to expenditures in each fiscal year prior
to the first day of the third month of the preceding fiscal year.

(7) No payment may be made under this section to any State with
respect to any expenditure-

(A) for the provision of medical or any other remedial care
(except as provided in paragraph (11) (D)1 ), other than family
planning services, unless it is an -integral but subordinate part of
a service described in paragraph (1) of this subsection and Fed-
eral financial participation with respect to the expenditure is not
available under the plan of the State approved under title XIX;
or

(B) for the purchase, construction, or major modification of
any land, building or other facility, or fixed equipment; or

(C) which is in the form of goods or services provided in kind
by a private entity; or

(D) which is made from donated private funds, unless such
funds-

IThe phrase "(except as provided by paragraph (II)(D))" was added by Public law
94-120 etecUTe only for the period October .1905, to January 1, 1975.
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(i) are transferred to the State and are under its adminis-
trative control, and

(ii) are donated to the State, without restrictions as to
use, other than restrictions as to the services with respect to
which the funds are to be used imposed by a donor who is not
a sponsor or operator of a program to provide those services,
or the geographic area in which the services with respect to
which the contribution is used are to be provided, and

(iii) do not revert to the donor's facility or use if the
donor is other than a nonprofit organization; or

(E) for the provision of room or board (except as provided
by paragraph (11) (C) and paragraph (11) (D)' ) other than
room or board provided for 4 period of not more than six consecu-
tive months as an integral but subordinate part of a service de.
scribed in paragraph (1) of this subsection.

With regard to ending the dependency of individuals who are alco-
holics or drug addicts, the entire rehabilitative process for such in-
dividuals, including but not limited to initial detoxification, short
term residential treatment, and subsequent outpatient counseling and
rehabilitative services, whether or not such a process involves more
than one provider of services, shall be the basis for determining
whether standards imposed by or under subparagraph (A) or (E) of
this paragraph have been met.2

(8) No payment may be made under this section with respect to
any expenditure if payment is made with respect to that expenditure
under section 408 or 422 of this Act.

(9) (A) No payment may be made under this section with respect
to any expenditure in connection with the provision of any child day
care service, unless,-

(i) in the case of care provided in the child's home, the care
meets standards established by the State which are reasonably in
accord with recommended standards of national standard-setting
organizations concerned with the home care of children, or

(ii) in the case of care provided outside the child's home, the
care meets the Federal interagency day care requirements as ap-
proved by the Department of Health, Education, and Welfare
and the Office of Economic Opportunity on September 28, 1968;
except that (I) subdivision nI of such requirements with respect
to educational services shall be recommended to the States and
not required, and staffing standards for school-age children in day
care centers may be revised by the Secretary, (II) the staffing

tThe phrase "and paragraph I V(Dl" was added by Public Law 94-120 effective only for
the period October 1. 1975 to January 31. 1976.

MThe last sentence of paragraph (7) wao added by Public Law 94-120 effective only for
the period October 1, 1970 to January 81,19M6.
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standards imposed with respect to such care in the case of children
under age 8 shall conform to regulations prescribed by the Secre-
tary, and (MI) the staffing standards imposed-with respect to such
care in the case of children aged 10 to 14 shall require at least one
adult for each 20 children, and in the case of school-aged children
under age 10 shall require at least one adult for each 15 children,

except as provided in subparagraph (B).1
(B) The Secretary shall submit to the President of the Senate and

the Speaker of the House of Representatives, after December 31,1976,
and prior to July 1, 1977, an evaluation of the appropriateness of the
requirements imposed by subparagraph (A), together with any recom-
mendations he may have for modification of those requirements. No
earlier than ninety days after the submission of the report, the Sec-
retary may, by regulation, make such modifications in the require-
ments imposed by subparagraph (A) as he determines are appropriate.

(C) The requirements imposed by this paragraph are in lieu of
any requirements that would otherwise be applicable under section
522(d) of the Economic Opportunity Act of 1964 to child day care
services with respect to which payment is made unde$ this section.

(10) No payment may be made under this section with respect to
any expenditure for the provision of any educational service which
tho State makes generally available to its meidents without cost and
without regard to their income.

(11) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
living in any hospital, skilled nursing facility, or intermediate care
facility (including any such hospital or facility for mental diseases
or for the mentally retarded), any prison, or any foster family home
except--

(A) any expenditure for the provision of a service that (i)
is provided by other than the hospital, facility, prison, or foster
family home in which the individual is living, and (ii) is pro-
vided under the State'S program for the provision of the services
described in paragraph (1), to individuals who are not living
in a hospital, skilled nursing facility, intermediate care facility,
prison, or foster family home,

(B) any expenditure which is for the cost, in addition to the
cost of basic foster care, of the provision, by a foster family home,
to an individual living in that home, of a service which meets
a special need of that individual, as determined under regula-
tions prescribed by the Secretary,

'The requirements of section 2oo2(a) (9) are modified during the period October 1, 1975-
January 31,1976 by secUon 7(a) (3) of Public LAw 93-047 (see page 562a).
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(C) any expenditure for the provision of emergency shelter
provided to a child, for not in excess of thirty days, as a pro-
tective service; and

(D) any expenditure for the initial detoxification of an alco.
holic or drug dependent individual, for a period not to exceed
T days, if such detoxification is integral to the further provision of
*services for which such individual would otherwise be eligible
under this title."

(12) No payment may be made under this section with respect to
any expenditure for the provision of cash payments as a service.

(18) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
to the extent that the provider of the service or the individual receiv-
ing the service is eligible to receive payment under title XVIII with
respect to the provision of the service.

(b) (1) Prior to the beginning of each quarter the Secretary shall
estimate the amount to which a State will be entitled under this sec-
tion for that quarter on the basis of a report filed by the State con-
taining its estimate of the amount to be expended during that quarter
with respect to which payment must be made under this section, to.
gether with an explanation of the bases for that estimate.

(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amount so estimated, reduced or increased to
the extent of any overpayment or underpayment which the Secretary
determines was made under this section to the State for any prior quar-
ter and with respect to which adjustment has not already been made
under this subsection.

(8) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

Program Reporting

Sec. 2003. (a) Each State which participates in the program estab-
lished by this title shall make such reports concerning its use of Fed-
eral social services funds as the Secretary may by regulation provide.

(b) Each State which participates in the program established by
this title shall assure that the aggregate expenditures from appropri-
ated funds from the State and political subdivisions thereof for the
provision of services during each services program year (as established
under the requirements of section 2•00(a) (8)) with respect to which
payment is made under section 2002 is not less than the aggregate.
expenditures from such appropriated funds for the provision of those

I Clause (D) of rtlon 2002(a) (11) was added by Public Law 94-120 effective only for
the period October , 197 to JanuarM 81,17.
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services during the fiscal year ending June 30, 1978, or the fiscal year
ending June 80, 1974, with respect to which payment was made under
the plan of the State approved under title I, VI, X, XIV, or XVI, or
part A of title IV, whichever is less, except that the requirements of
this subsection shall not apply to any State for any services program
year if the payment to the State under section 2002, for each fiscal year
any part of which is included in that services program year, with
respect to expenditures other than expenditures for personnel training
or retraining directly related to the provision of services, equals the
allotment of the State for that fiscal year under section 2002(a) (2).

(c) (1) If the Secretary, after reasonable notice and an opportunity
for a hearing to the State, finds that there is a substantial failure to
comply with any of the requirements imposed by subsections (a) and
(b) of this section, he shall, except as provided in paragraph (2),
notify the State that further payments will not be made to the State
under section 2002 until he is satisfied that there will no longer be any
such failure to comply, and until he is so satisfied he shall make no
further payments to the State.

(2) The Secretary may suspend implementation of any termina-
tion of payments under paragraph (1) for such period as he determines
appropriate and instead reduce the amount otherwise payable to the
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State under section 2002 for expenditures during that period by 8 per
centun for each of subsections (a) and (b) of this section with respect
to which there was a finding of substantial noncompliance and with
respect to which-he is not yet satisfied that-there will no longer be any
such failure to comply.

(d) (1) Each State which participates in the program established
by this title shall have a plan applicable to its program for the provi-
sion of the services described in section 2002(a) (1) which-

(A) provides that an opportunity for a fair hearing before
the appropriate State agency will be granted to any individual
whose claim for any service described in section 20(a) (1) is
denied or is not acted upon with reasonable promptness;

(B) provides that the use of disclosure of information ob-
tained in connection with administration of the State's program
for the provision of the services described in section 2002(a) (1)
concerning applicants for and recipients of those services will be
restricted to purposes directly connected with the administration
of that program, the plan of the State approved under part A of
title IV, the plan of the State developed under part B of that
title, the supplemental security income program established by
title XVI, or the plan of the State approved under title XIX;

(C) provides for the designation by the chief executive officer
of the State or as otherwise provided by the laws of the State, of
an appropriate agency which will administer or supervise the
administration of the State's program for the provision of the
services described in section 2002(a) (1) ;

(D) provides that the State will, in the administration of its
program for the provision of the services described in section
200-2(a) (1), use such methods relating to the establishment and
maintenance of personnel standards on a merit basis as are found
by the Secretary to be necessary for the proper and efficient op-
eration of the program, except that the Secretary shall exercise
no authority with respect to the selection, tenure of office, or com-
pensation, of any individual employed in accordance with such
methods;

(E) provides that no durational residency or citizenship
requirement will be imposed as a condition to participation in
the program of the State for the provision of the services de-
scribed in section 2002(a) (1) ;

(F) provides, if the State program for the provision of the
services described in section 2002(a) (1) includes services to in-
dividuals living in institutions or foster homes, for the estab-
lishment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards

44-25?; 46-834 0- 75 - SS
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for such institutions or homes which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such institutions or homes, including stand-
ards related to admissions policies, safety, sanitation, and pro-
tection of civil rights;

(G) provides, if the State program for the provision of the
services described in section 2002(a) (1) includes child day care
services, for the establishment or designation of a State authority
or authorities which shall be responsible for establishing and main-
taining standards for such services which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such services, including standards. related to
admission policies for facilities providing such services, safety,
sanitation, and protection of civil rights;

(H) provides that the State's program for the provision of
the servicesdescribed in section 2002(a) (1) will be in effect in all
political subdivisions of the Stat.; and

(I) provides for financial participation by the State in the
provision of the services described in section 2002(a) (1).

Notwithstanding clause (C), if on December 1, 1974, the State agency
which administered or supervised the administration of the portion of
the plan of the State for services to the aged, blind, or disabled ap-
proved under title VI of this Act which related to blind individuals
was different from the agency which administered or supervised the
administration of the rest of that plan, the State agency which admin-
istered or supervised the administration of the portion of the plan of
the State for services to the aged, blind, or disabled related to blind
individuals may be designated to administer or supervise the adminis-
tration of the portion of the State's program for the provision of the
services described in section 2002(a) (1) related to blind individuals
and a separate State agency may be designated to administer or su-
pervise the administration of the rest of the program; and in such
case the part of the program which each agency administers, or the
administration of which each agency supervises, shall be regarded as
a separate program for the provision of the services described in sec-
tion 2002(a) (1) for- purposes of this title. The date selected by the
State pursuant to section 2004(1) as the beginning of the services pro-
gram year for each of the separate programs shall be the same.

(2) The Secretary shall approve any plan which complies with
the provisions of paragraph (1).

(e) (1) No payment may be made under section 2002 to any State
which does not have a plan approved under subsection (g).

(2) In the case of any State plan which has been approved by the
Secretary under subsection (d), if the Secretary, after reasonable
notice and an opportunity for a hearing to the State, finds-
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(A) that the plan no longer complies with the provisions of

subsection(d) (1), or
(B) that in the administration of the plan there is a substan-

tial failure to comply with any such provision,
the Secretary shall, except as provided in paragraph (8), notify the
State that further payments will not be made to the State under sec-
tion 2•2 until he is satisfied that there will no longer be any such
failure to comply, and until he is so satisfied he shall make no further
payments to the State.

(8) The Secretary may suspend implementation of any termina-
tion of payments under paragraph (2) for such period as he deter-
mines appropriate and instead reduce the amount otherwise payable
to the Stateunder section 002 for expenditures during that period by
8 percent for each clause of subsection (d) (1) with respect to which
there is a finding of noncompliance and with respect to which he is not
yet satisfied that there will no longer be any such failure to comply.

(f) The provisions of section 333 of the Comprehensive Alcohol
Abuse and Alcoholism Prevention, Treatment, and Rehabilitation
Act of 1970 shall be applicable to services provided by any State pur-
suant to this title with respect to individuals suffering from drug
addiction or alcoholism.1

Services Program Planning

See. 2004. A State's services program planning meets the require-
ments of this section if, for the purpose of assuring public participa-
tion in the development of the program for the provision of the serv-
ices described in section 2002(a) (1) within the State-

(1) the beginning of the fiscal year of either the Federal Gov-
emnment or the State government is established as the beginning
of the State's services program year; and

(2) at least ninety days prior to the beginning of the State's
services program year, the chief executive officer of the State, or
such other official as the laws of• 'he State provide, publishes and
makes generally available (as defined in regulations prescribed by
the Secretary after consideration of State laws governing notice
of actions by public officials) to the public a proposed compre-
hensive annual services program plan prepared by the agency
designated pursuant to the requirements of section 2003 (d) (1) (C)
and, unless the laws of the State provide otherwise, approved by
the chief executive officer, which sets forth the State's plan for the
provision of the services described in section 2002(i) (1) during
that year, including-

1 Subsectlon Mf) was added to section 2008 effective only for the period October 1. 1975
to January 31, 1976 by section 4 of Public Law 04-120.
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(A) the objectives to be achieved under the program,
(B) the services to be provided under the program, in-

cluding at leat one service directed at at least one of the gogls
in each of the five -categories of goah set forth in- section
2002(a) (1) (as determined by the State) and including at
least three types of services (selected by the State) for indi-
viduals who are recipients of supplemental security income
benefits under title XVI and who are in need of such services,
together with a definition of those services and a description
of their relationship to the objectives to be achieved under the
program and the goals described in section 2002(a) (1),

(C) the categories of individuals to whom those services
are to be provided, including any categories based on the in-
come of individuals or their families,

(D) the geographic areas in which those services are to be
provided, and the nature and amount of the services to be
provided in each area,

(E) a description of the planning, evaluation, and report-
ing activities to be carried out under the program,

(F) the sources of the resources to be used to carry out the
program,

(0) a description of the organizational structure
through which the program will be administered, including
the extent to which public and private agencies and volun-
teers will be utilized in the provision of services,

(H) a description of how the provision of services under
the program will be coordinated with the plan of the SWate
approved under part A of title IV, the plan of the State
developed under part B of that title, the supplemental secu-
rity income program established by title XVI, the plan of the
State approved under title XIX, and other programs for the
provision of related human services within the State, includ-
ing the steps taken to assure maximum feasible utilization of
services under these programs to meet the needs of the low
income population,

(I) the estimated expenditures under the program, in-
cluding estimated expenditures with respect to each of the
services to be provided, each of the categories of individuals
to whom those services are to be provided, and each of the
geographic areas in which those services are to be provided,
and a comparison between estimated non-Federal expendi-
tures under the -program and non-Federal expenditures for
the provision of the services described in section 2002(a) (1) 0
in the State during the preceding services program year, and
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(J) a description of the steps taken, or to be taken, to
assure that the needs of all residents of, and all geographic
areas in, the State were taken into account in the dvelopinent
of the plan; and

(8) public comment on the proposed plan is accepted for a
period of at least forty-five days; and

(4) at least forty-five days after publication of the proposed
plan and prior to the beginning of the State's services program
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year, the chief executive officer of the State, or such other official
as the laws of the State provide, publishes a final comprehensive
annual services program plait prepared by the agency designed
pursuant to the requirements of section 2003(d) (1) (C) and, un-
less the laws of tihe State provide otherwise, approved by the chief
executive officer, which sets forth the same information required
to be included in the proposed plan, together with an explanation
of the differences between the proposed and final plan and the
reasons therefor; and

(5) any amnendment to a final comprehensive services program
plani is prepared by the agency designated pursuant to section
2003(d) (1) (C), approved by the chief executive officer of the
State unless the laws of the State provide otherwise, and published
by the chief executive officer of the State, or such other official
as the laws of the State provide, as a proposed amendment on
which public cominent is accepted for a period of at least thirty
(lays, and then prepared by the agency designated pursuant to sec-
tion 2003(d) (1) (C), approved by the chief executive officer of
the Slate unless the laws of the State provide otherwise, and pub-
lished by the chief executive officer of the State, or such other
official as the laws of the State provide, as a final amendment, to-
gether with an explanation of the differences between the pro-
posed and final amendment and the reason therefor.

Effective Date Of Regulations Published By The Secretary

Sec. 2005. No final regulation published by the Secretary under
this title shall be effective with respect to payments under section
200"2 for expenditures during any quarter commencing before the be-
ginning of the first services program year established by the State
under the requirements of section 2002(a) (3) which begins at least
sixty (lays after the publication of the final regulation.

Evaluation; Program Assistance

See. 2006. (a) The Secretary shall provide for the continuing
evaluation of State programs for the provision of the services de-
scribed in section 2002(a) (1).

(b) The Secretary shall make available to the States assistance
with inspect to the content of their services program, and their services
progrmnt planning, reporting, administration, and evaluation.

(c) Within six months after the close of each fiscal year, the See-
retar.y shall submit to the Congress a report on the operation of the
program established by this title during that year, including--

(1) the evaluations carried out under subsection (a) and the
results obtained therefrom, and
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(2) the assistance provided' under subsection (b) during thLA

year.
Definitions

Set. 2007. For purposes of this title-
(1) the term "State supplementary payment" means any cash

payment made by a State on a regular basis to an individual who
is receiving supplemental security income benefits under title
XVI or who would but for his income be. eligible to receive such
benefits, as assistance based on need in supplementationi of such
benefits, as determined by the Secretary, and

(2) the term "State" means the fifty States and the District of
Columbia.
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Excerpts From Public Law 93-8, As Amended
* * * * * * C

TITLE fl-PROVISIONS RELATING TO THE
SOCIAL SECURITY ACT

* , , , * * ,

Part B-Provisions Relating to Federal Program of
Supplemental Security Income

* , * * * C C

Supplemental Security Income Benefits For Essential Persons

See. 2U. (a) (1) In determining (for purposes of Title XVI of the
Social Security Acti as in effect after December 1978) the eligibility
for and the amount of the supplemental security income benefit pay-
able to any qualified individual (as defined in nibsection (b)), with
respect to any period for which such individual has in his home an
essential person (as defined in subsection (o))-

(A) the dollar amounts specified in subsection (a) (1) (A) and
(2),(A), and subsection (b) (1) and (2), of section 1611 of such
Act, shall each be increased by $8761 for each such essential person,
and

(B) the income and resources of such individual shall (for
purposes of such title XVI) be deemed to include the income and
resources of such essential person;

except that the provisions of this subsection shall not, in the case of
any individual, be applicable for any period which begins in or after
the first month that such individual-

(C) does not but would (except for the provions of sub-
paragraph (B)) meet-

(i) the criteria established with respect to income in sec-
tion 1611(a) of such Act, or

(ii) the criteria established with respect to resources by
such section 1611(a), (or, if applicable, by section 1611(g)
of such Act).

(2) The provisions of section 1611(g) of the Social Security Act
(as in effect after December 1978) shall, in the case of any qualified

I Under Notion 161J o( the Soeal Security Act, the amount ;810 is Inereuaedo elect/e
July 1976, to $946. (40 22•29,) (545)
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individual (as defined in subsection (b)), be applied so as to include,
in the resources of such individual, the resources of any person (de-
scribed in subsection (b) (2)) whose needs were taken into account
in determining the need of such individual for the aid or assistance
referred to in subsection (b) (1).

(b) For purposes of this section, an individual shall be a "qualified
individual" only if--

(1) for the month of December 1978 such individual was a
recipient of aid or assistance under a State plan approved under
title I, X, XIV, or XVI of the Social Security Act, and

(2) in determining the need of such individual for such aid
or assistance for such month under such State plan, there were
taken into account the needs of a person (other than such indi-
vidual) who-

(A) was living in the home of such individual, and
(B) was not eligible (in his or her own right) for aid or

assistance under such State plan for such month.
(c) The term "essential person", when used in connection with any

qualified individual, means a person who-
(1) for the month of December 1978 was a person (described

in subsection (b) (2)) whose needs were taken into account in
determining the need of such individual for aid or assistance under
a State plan referred to in subsection (b) (1) as such State plan
was in effect for June 1978,

(2) lives in the home of such individual,
(8) is not eligible (in his or her own right) for supplemental

security income benefits under title XVI of the Social Security
Act (as in effect after December 1978), and

(4) is not the eligible spouse (as that term is used in such title
XVI) of such individual or any other individual.

If for any month after December 1978 any person fails to meet the
criteria specified in paragraph (2), (8), or (4) of the preceding sen-
tence, such person shall not, for such month or any month thereafter
be considered to be an essential person.

Mandatory Minimum State Supplementation of 551 Benefits
Program

See. 212. (a) (1) In order for any State (other than the Common-
wealth of Puerto Rico, Guam, or the Virgin Islands) to be eligible for
payments pursuant to title XIX, with respect to expenditures for any
quarter beginning after December 1978, such State must have in effect
an agreement with the Secretary of Health, Education, and Welfare
(hereinafter in this section referred to as the "Secretary") whereby
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the State will provide to individuals residing in the State supple-
mentary payments as required under paragraph (2).

(9) Any agreement entered into by a State pursuant to paragraph
(1) shall provide that each individual who-

(A) is an aged, blind, or dfrsbled individual (within the
meaning of section 1614(a) of the Social Security Act, as enacted
by section 801 of the Social Security Amendments of 1079), and

(B) for the month of December 1978 was a recipient of (and
was eligible to receive) aid or assistance (in the form of money
payments) under a State plan of such State (approved under
title I, X, XIV, or XVI, of the Social Security Act)

shall be entitled to receive, from the State, the supplementary pay.
ment described in paragraph (8) for each month, beginning with
January 1974, and ending with whichever of the following first occurs:

(0) the month in which such individual dies, or
(D) the first month in which such individual ceases to meet the

condition specified in subparagraph (A) ;
except that no individual shall be entitled to receive such supple-
mentary payment for any month, if, for such month, such individual
was ineligible to receive supplemental income benefits under title
XVI of the Social Security Act by reason of the provisions of section
1611(e) (1) (A), (2), or (8), 1611(f), or 1615(c) of such Act,

(8) (A) The supplementary payment referred to in paragraph (2)
which shall be paid for any month to any individual who is entitled
thereto untder an agreement entered into pursuant to this subsection,
shall- (except as provided- in, subparagraphsl (D) -and (E)) be an
amount equal to (i) the amount by which such individual's "December
1978 income" (as determined under subparagraph (B)) exceeds the
amount of such individual's "title XVI benefit plus other income" (as
determined under subparagraph (C)) for such month, or (ii) if
greater, such amount as the State may specify.

(B) For purposes of subparagraph (A), an individual's "December
1978 income" means an amount equal to the aggregate of-

(I) the amount of the aid or assistance (in the form of money
payments) which such individual would have received (including
any part of such amount which is attributable to meeting the heeds
of any other person whose presence in such individual's home is
essential to such individual's well-being) for the month of Decem-
ber 1978 under a plan (approved under title I, X, XIV, or XVI,
of the Social Security Act) of the State entering into an agree.
ment under this subsection, if the terms and conditions of such
plan (relating to eligibility for and amount of such aid or assist-
ance payable thereunder) were, for the month of December 1978,
the same as those in effect, under such plan, for the month of
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I June 1978, together with the, bonus value of food st#Wps for
January 1972, as, defined In section 401(b),(8) of Pqblie Law
92"48, if, for, such month, such individual resides in. a State
which provides State supplementary payments (I) of thi type
described in section 1616(a) of the Social Security Act, and (II)
the level of which- has been found. by, the Secrvt~ry pursuant to
section 8 of Public Law 98-2 to have been specifically increased
so as to include the bonus valueof food stamps, and . ,

(ii) the amount of the income of such individual (other than
the aid or, assistance described in clause (i)) received by such
individual in" December. 1978, rolinus any such income which did
not result, but which if properly reported would have resulted
in a reduction in the amount of such aid or distance.

(C) For purposes of subparagraph (A), the amount of an individ-
ual's "title XVI benefit plus other income" for any month means an
amount equal to the aggregate of-.

(i) the amount (if any) of the supplemental security income
benefit to which such individual is entitled for such month under
title XVI of the Social Security Act, and

(ii) the amount of any income of such individual for such
month (other than income in the form of a benefit described in
clause (i)).

.(D) If the amount determined under subparagraph (B)(I),in-
cludes, in the case of any individual, an amount which was payable to
such individual solely because of-

(I)ý a special need of such individual (including any special
allowance for housing, or the rental valuewof housing furnished'
in kind to such individual in lieu of a rental allowance) which
existed in December 1978, or

(ii) any special circumstance (such as the recognition of the
needs of a person whose presence in such individual's home, in
December 1978, was essential to such individual's well-being).

and, if for any month after December 1978 there is a change with
. respect to such special need or circumstance which, if such change

hadexisted in D~cejnber 198, thýe amount described in subparagraph
(B) (i) with respect to such individual would have been reduic6h
accovmht 6f such change, then, for such month and for each month
thereafter the amount of the supplementary payment payable under
the agreement entered 'into, under this subsection to such individual
shall (unless the State, at its option, otherwise specifies)'lt reduced
by an amount equal to the amount by which the amounrt (described
in subparagraph (B) (i) wouldhave been so reduced.

(E) (i) In the case of an individual who, for December 1978 lived
as a member of a family unit other members of which received aid



(in the form of money payments) under a State plan of a State
approved under part A of title IV of the Social Security Act, such
State at its option, may (subject to clause (ii)) reduce such individ.
ual's December 1978 income (as determined under subparagraph (B))
to such extent as may be necessary to cause the supplementary pay-
ment (referred to in paragraph (2)) payable to such individual for

,,. January 1974 or any month thereafter to be reduced to a level designed
"" to assure that the total income of such individual (and of the members

of such family unit) for any month after December 1978 does not
exceed the total income of such individual (and of the members of
such family unit) for December 1078.

(ii) The amount of the reduction (under clause (i)) of any individ-
ual's December 1978 income shall not be in an amount which would
cause the supplementary payment (referred to in paragraph (2))
payable to such individual to be reduced below the amount of such
supplementary payment which would be payable to suchiudividual
if he had, for the month of December 1978 not lived in a family,
members of which were receiving aid under part A of title IV of the
Social Security Act, and had had no income for such month other
than that received as aid or assistance under a State plan approved
under title I, X, XIV, or XVI of the Social Security Act.

(b) (1) Any State having an agreement with the Secretary under
subsection (a) may enter into an administration agreement with the
Secretary whereby the Secretary will, on behalf of such State, make
the supplementary payments required under the agreement entered
into under subsection (a).

(2) Any such administration agreement between the Secretary and
a State entered into under this subsection shall provide that the State
will (A) certify to the Secretary the names of each individual who,
for December 1978, was a recipient of aid or assistance (in the form of
money payments) under a plan of such State approved under title I,
X, XIV, or XVI of the Social Security Act, together with the amount
of such assistance payable to each such individual and the amount of
such individual's December 1978 income (as defined in subsection
(a) (3) (B) )_ and (B) provide the Secretary with such additional
data at such times as the Secretary may reasonably require in order
properly, economically, and efficiently to carry out such administra-
tion agreement.

(8) Any State which has entered into an administration agreement
.Uider this subsection shall, at such times and in such installments as
may be agreed upon between the Secretary and the State, pay to the
Secretary an amount equal to the expenditures made by the Secretary
as supplementary payments to individuals entitled thereto under the
agreement entered into with such State under subsection (a).
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(c) (1) Supplementary payments made pursuant to an agreement
entered into under subsecion (a) shall be excluded under section
1612(b) (6) of the Social Security Act (as In effect after December
1978) in determining income of Individuals for purposes of title XVI
of such Act (assonen fect).

(2) Supplementary payments made by the Secretary (pursuant to
• an administration agreement entered Into under subsection (b)) shall,

Sfor purposes of section 401 of the Social Security Amendments of
1972t be considered to be payments made under an agreement entered
into under section 1616 of the Social Security Act (as enacted by sec-
tion 801 of the Social Security Amendments of 19M); except that
nothing in this paragraph shall be construed to waive, with respect to
the payments so made by the Secretary, the provisions of subsection
(b) of such section 401.
- (d) For purposes of subsection (a) (1), a State shall be deemed to
have entered into an agreement under subsection (a) of this section if
such State has entered into an agreement with the Secretary under
section 1616 of the Social Security Act under which-

(1) individuals, other than Individuals described in subsection
(a) (2) (A) and (B), are entitled to receive supplementary pay-
ments, and

(2) supplementary benefits are payable, to individuals
described in subsection, (a) (2) (A) and -(B) at a level and under
terms and conditions which meet the minimum requirements speci-
fled in subsection (a).>.

(e) Except as the Secretary may by regulations otherwise provide,
the provisions of title XVI of the Social Security Act (as enacted by
section 801 df the Social Security Amendments of 1972), including the
provisions of part B of such title, relating to the terms and conditions
under which the benefits authorized by such title are payable shall,
where not inconsistent with the purpose of this section, be applicable
to the payments made under an agreement under subsection (b) of this

. section; and the authority conferred upon the Secretary by such title
, may, where appropriate, be exercised by him in the administration of

this section.
(f) The provisions of subsection (a)(1) shall not be applicable in

the case of any State-
(1) the Constitution of which contains provisions which make

it impossible for such State to enter into and commence carrying
out (on January 1, 1974) an agreement referred to in subsection
(a), and

(2) the Attorney General (or other appropriate State official)
of which has, prior to July 1,1978, made a finding that the State
Constitution of such State contains limitations which prevent
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such State from making supplemental payments of the type
described in section 1616 of the Social Security Act.

Part D-Provislons Relating to Medicaid

Coverage of Essential Persons Under Medicaid

See. 230. In the case of any State plan (approved under title XIX
of the Social Security Act) which for December 1978 provided medical
assistance to persons described in section 1905(a) (vi) of such Act,
there is hereby imposed the requirement (and such State plan shall
be deemed to require) that medical assistance under such plan be pro-
vided to each such person (who for December 1978 was eligible for
medical assistance under such plan)- for each month (after December
1978) that--

(1) the individual (referred to in the last sentence of section
1905(a) of such Act) with whom such person is living continues
to meet the criteria (as in effect for December 1978) for aid or
assistance under a State plan (referred to in such sentence), and

(2) such person continues to have the relationship with such
individual described in such sentence and meets the other criteria
(referred to in such sentence) with respect to a State plan (so
referred to) as such plan was in effect for December 1978.

Federal matching under title XIX of th3 Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

Persons in Medical Institutions

Sec. 231. For purposes of section 1902(a) (10) of the Social Secu-
rity Act, any individual who, for all (or any part of). the month of
December 1978-

(1) was an inpatient in an institution qualified for reimburse-
.'W ment uhder title XIX of the Social Security Act, and

.{) (A) received-or would (exceptffor-his being an inpatient in
such institution) have been eligible to receive aid or assistance
-under a State plan approved under title I, X, XIV, or XVI of
such Act, and

(B) on the basis of his status as described in subparagraph
(A), was included as an individual eligible for medical assistance
under a State plan approved under title XIX of such Act
(whether or not such individual actually received aid or assistance
under a State plan referred to in subparagraph (A)),
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shall be deemed to be receiving such aid or assistance for such month
and for each succeeding month in i continuous period of months if,
for each month in such period-

(8) such individual continues to be (for all of such month)
an inpatient in such an institution and would (except for his being
an inpatient in such institution) continue to meet the conditions
of eligibility to receive aid or assistance under such plan (as such
plan was in effect for December 1978), and

(4) such individual is determined (under the utilization review
and other professional audit procedures applicable to State plans
approved under title XIX of the Social Security Act) to be in
need of care in such an Institution.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

Blind and Disabled Medically Indigent Persons

Sec. 232. For purposes of section 1902(a) (10) of the Social Security
Act, any individual who, for the month of December 1978 was eligible
for medical assistance by reason of his having been determined to
meet the criteria for blindness or disability (established by a State
plan approved under title I, X, XIV, or XVI of such Act), shall be
deemed for purposes of title XIX to be an individual who is blind
or disabled within the meaning of section 1614(a) of the Social Se-
curity Act for each month In a continuous period of months (begin-
ning with the month of January 1974), if, for each month in such
period, such individual continues to meet the criteria for blindness
or disability so established by such a State plan (as it was in effect
for December 1973), and the other conditions of eligibility contained
in the plan of the State approved under title XIX (as it was in effect
in December 1978). Federal matching under title XIX of the Social
Security Act shall be available for the medical assistance furnished
to individuals eligible for such assistance under this section.

Extension of Section- 2493 of, Social Security
Amendments of 1972

See. 233. Sectiono 249 of the Social Security Amendments of 1972
is amended by striking out "October 1974" and inserting in lieu thereof
"July 1975".
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Excerpts From Public Law M 3 As Amended

Eligibility of Supplemental Security Income Recipients for Food
Stamps

See. 8. (a)(1) Section 8(e) of the Food Stamp Act of 1984 is
amended effective only for the 80-month period beginning January 1,
1974 to read as it did before amendment by Public Law 92-808 and
Public Law 98-86, but with the addition of the following new s"n-
tence at the end thereof: "For the 80-month period beginning Janu.
ary 1, 1974 no individual, who receives supplemental security income
benefits under title XVI of the Social Security Act, State supple.
mentary payments described in section 1818 of such Act, or payments
of the type referred to in section 212(a) of Public Law 98-86, shall be
considered to be a member of a household or an elderly person for
purposes of this Act for any month during such period, if, for such
month, such individual resides in a State which provides State sup-
plementary payments (A) of the type described in section 1616(a) of
the Social Security Act, and (B) the level of which has been found
by the Secretary of Health, Education, and Welfare to have been
specifically increased so as to include the bonus value of food stamps.".

(2) Section 8(b) of Public Law 98-86 shall not be effective for the
80.-•rinth period beginning January 1, 1974.

(b) (1) Section 4(c) of Public Law 98-86 shall not be effective for
the 80-month period beginning January 1,1974.

(2) The last sentence of section 418 of the Act of October 81,1949
(as added by section 411(g) of Public Law 92-808) shall not be effec-
tive for the 80-month period beginning January 1,1974.

(8) For the 30-month period beginning January 1,1974, no individ-
ual, who receives supplemental security income benefits under title
XVI of the Social Security Act, State supplementary payments de-
scribed in section 1616 of such Act, or payments of the type referred
to in section 212(a) of Public Law 938-6, shall be considered to be
a member of a household,.br any purpose of the food distribution
program for families under section 82 of Public Law 74-820f section
416 of the Agricultural Act of 1949, or any other law, for any month
during such period, if, for such month, such individual resides in a
State which provides State supplementary payments (A) of the type
described in section 1616(a) of the Social Security Act, and (B) the
level of which has been found by the Secretary of Health, Education,
and Welfare to have been specifically increased so as to include the
bonus value of food stamps.

(c) For purposes of the last sentence of section 8(e) of the Food
Stamp Act of 1964 (as amended by subsection (a) of this section) and
subsections (b)-(8) and (f) of this section, the level of State supple-
mentary payment under section 1610(a) shall be found by the Secre-
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tary to have been specifically increased so as to include the bonus value
of food stamps (1) only if, prior to October 1, 1973, the State has 0
entered into an agreement with the Secretary or taken other positive
steps which demonstrate its intention to provide supplementary pay-
nments under section 1616(a) at a level which is at least equal to the

•zi. maximum level which can be determined under section 401(b) (1) of
the Social Security Amendments of 1972 and which is such that the
limitation on State fiscal liability under section 401 does result in a
reduction in the amount which would otherwise be payable to the
Secretary by the State, and (2) only with respect to such months as
the State may, at its option, elect.

(d) Section 401 (b) (1) of the Social Security Amendments of 1972
is amended by striking out everything after the word "exceed" and
inserting in lieu thereof: "a payment level modification (as defined in
paragraph (2) of this subsection) with respect to such plans."

(e) The amendment made by subsection (d) shall be effective only
for the 30-month period beginning January 1, 1974, except that such
amendment shall not during such period, be effective in any State
which provides supplementary payments of the type described in sec-
tion 1616(a) of the Social Security Act the level of which has been
found by the Secretary to have been specifically Increased so as to
include the bonus value of food stamps.'

Continuation of Certain Demonstration Projects

See. 11. (a) If any State (other than the Commonwealth of Puerto
Rico, the Virgin Islands, or Guam) has any experimental, pilot, or
demonstration project (referred to in section 1115 of the Social
Security Act)--

(1) which (prior to October 1,1978) has been approved by the
Secretary of Health, Education, and Welfare (hereinafter in
this section referred to as the "Secretary"), for a period which
ends on or after December 31,1978, as being a project with respect
to which the authority conferred upon hibn by subsecfion (a) or
(b) of such section 1115 will be exercised, and

(2) with respect to the costs of which Federal financial par-
ticipation would (except for the provisions of this section) be
denied or reduced on account of the enactment of section 801 of
the Social Security Amendments of 1972,

then, for afty period (after December 31, 1973) with respect to which
such project is approved by the Secretary, Federal financial partici-
pation in the costs of such project shall be continued in like manner
as if-

Section 8 was amended by Public Law 94-44
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(8) such section 801 had not been enacted, and
(4) such State (for the month of January 1974 and any month

thereafter) continued to have in effect the State plan (approved
under title XVI) which was in effect for the month of October
1978, or the State plans (approved under titles 1, X, and XIV of

.,the Social Security Act) which were in effect for such month,
as the case may be.

(b) With respect to individuals-
(1) who are participants in any project to which the provi.

sions of subsection (a) are applicable, and
(2) with respect to whom supplemental security income bene.

fits are (or would, except for their participation in such project,
be) payable under title XVI of the Social Security Act, or who
meet their reqVirements for aid or assistance under a State plan
approved under title I, X, XIV, or XVI of the Social Security
Act of the State in which such project is conducted (as such State
plan was in effect for July 1978),

the Secretary may waive such requirements of title XVI of such Act
(as enacted by section 801 of the Social Security Amendments of 1972)
to such extent as he determines to be necessary to the successful opera-
tion of such project.

(c) In the case of any State which has entered into an agreement
with the Secretary under section 1616 of the Social Security Act (or
which is deemed, under section 212(d) of Public Law 98-66, to have
entered into such an agreement), then, of the costs of any project of
.such State with respect to which there is (solely by reason of the pro.
visions of subsection (a)) Federal financial participation, the non-
Federal share thereof shall-

(1) be paid, from time to time, to such State by the Secretary,
and

(2) shall for purposes of section 1616(d) of the Social Security
Act and section 401 bf the Social Security Amendments of 1972,
be treated in like manner as if such non-Federal share were sup-

41 plementary payments made by the Secretary on behalf of such
State pursuant to such agreement.

Social Services Regulations Postponed

Sec. 12, (a) Subject to subsection (b), no regulation and no modifi-
cation of any regulation, promulgated by the Secretary of Health,
Education, and Welfare (hereinafter referred to as the "Secretary")
after January 1, 1978, shall be effective for any period which begins
prior to October 1,1975, if (and insofar as) such regulation or modi-
fication of a regulation pertains (directly or indirectly) to the provi-

"-n? 44 $$54 0 6 7130
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sions of law contained In sections 8(a) (4) (A), 402(a) (19) (G),
408(a) (8) (A), 608(a) (1) (A), 1008(a) (8) (A), 1408(a) (8) (A), or
1608 (a) (4) (A), of the Social Security Act.

(b) (1) The provisions of subsection (a) shall not be applicable to
any regulation relating to "scope of programs", if such regulation is
identical (except as provided in the succeeding sentence) to the pro.
visions of section 221.0 of the regulations (relating to social services)
proposed by the Secretary and published in the Federal Register on
May 1,1978. There shall be deleted from the first sentence of subsection
(b) of such section 221.0 the phrase "meets all the applicable
requirements of this part and".

(2) The provisions of subsection (a) shall not be applicable to any
regulation relating to "limitations on total amount of Federal funds
payable to States for services", if such regulation is identical (except
as provided in the succeeding sentence) to thle provisions of section
221.55 of the regulations so proposed and published on May 1, 1978.
There shall be deleted from subsection (d) (1) of such section 221.t;n
the phrase "(as defined under day care services for children)"; and,
in lieu of the sentence contained in subsection (d) (5) of such section
221.55, there shall be inserted the following: "Services provided to a
child who is under foster care in a foster family home (as defined in
section 408 of the Social Security Act) or in a ehildcare institution
(as defined in such section), or while awaiting placement in such a
home or institution, but only if such services are needed by such child
because he is under foster care.".

(8) The provisions of subsection (a) shall not be applicable to
any regulation relating to "rates and amounts of Federal financial
participation for Puerto Rico, the Virgin Islands, and Guam", if such
regulation is identical to the provisions of section 221.56 of the regu-
lations so proposed and published on May 1,1978.

(4) The provisions of subsection (a) shall not be construed to pre.
clude the Secretary from making any modification in any regulation
(described in subsection (a)) if such modification is technically
necessary to take account of the enactment of section 301 or ,02 of the
Social Security Amendments of 1972.

(c) Notwithstanding the, provisions of section 558(d) of title 5,
United States Code, any regulation described in subsection (b) may
become effective upon the date of its publication in the Federal
Register.
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Se'1 (s * * *

Medicaid Eligibility for Individuals Receiving Mandatory
State Supplementary Payments

(o) in addition to other requirements imposed by law as conditions
for the approval of any State plan under title XIX of the Soeial
Security Act, there is hereby imposed (effective January 1, 1974) the
requirement (and each such State plan shall be deemed to require)
that medical assistance under such plan shall be provided to any
individual-

(1) for any month for which there (A) is payable with respect
to such individual a supplementary payment pursuant to an agree-
ment entered into between the State and the Secretary of Health,
Education, and Welfare under section 212(a) of Public Law
98-86, and (B) would be payable with respect to such individual
such a supplementary payment, if the amount of the supple.
mentary payments payable pursuant to such agreement were estab-
lished without regard to paragraph (8) (A) (ii) of such section
212(a), and

(2) in like manner, and subject to the same terms and condi-
tions, as medical assistance is providedunder such plan to individ-
uals with respect to whom benefits are payable for such month
under the supplementary security income program established
by title XVI of the Social Security Act.

Federal matching tinder title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals who are
eligible for such assistance tinder this subsection.

Payment for Services of Physicians Rendered in a Teaching
Hospital

See. 15. (a) (1) Notwithstanding any other provision of law, the
provisions of section 1861(b) of the Social Security Act, shall, subject
to subsection (b) of this section, for the period with respect to which
this paragraph is applicable, be administered as if paragraph (7) of
such section read as follows:

"(7) a physician where the hospital has a teaching program
approved as specified in paragraph (6), if (A) the hospital elects

*• to receive any payment due tnder this'title for reasonable costs of
such services, and (B) all physicians in such hospital agree not
to bill charges for professional services rendered in such hospital
to individuals covered under the insurance program established
by this title.".
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(2) Notwithstanding any other provision of law, the provisions of

section 1882(a) (2) (B) (i) of the Social Security Act, shall, subject
to subsection (b) of this section, for the period with respect to which
this paragraph is applicable, be administered as if subclauso II of
such section read as follows:

"(II) a physician to a patient in a hospital which has a teach-
ing program approved as specified in paragraph (6) of section
1861 (b) (including services in conjunction with IhM tea6ciiiii' pr'o-
grams of such hospital whether or not such patient is an in-
patient of silnh hospital), where the conditions specified in
paragraph (7) of such section are met, and".

(b) The provisions of subsection (a) shall not be deemed to render
improper any determination of payment under title XVIII of the
Social Security Act for any service provided prior to the enactment of
this Act.

(c) (1) The Secretary of Health, Education, and Welfare shall ar-
range for the conduct of a study or studies concerning (A) appropriate
and equitable methods of reimbursement for physicians' services under
titles XVIII and XIX of the Social Security Act in hospitals which
have a teaching program approved as specified in section 1861 (b) (6)
of such Act, (B) the extent to which funds expended under such
titles are supporting the training of medical specialties which are
in excess supply, (C) how such funds could be expended in ways
which support more rational distribution of physicians manpower
both geographically and by specialty, (D) the extent to which such
funds support or encourage teaching programs which tend to dispro-
portionately attract foreign medical graduates, and (E) the existing
and appropriate role that part of such funds which are expended to
meet in whole or in part the cost of salaries of interns and residents in
teaching programs approved as specified in section 1861(b)(6) of
such Act.

(2) The studies required by paragraph (1) shall be the subject of
an interim report thereon submitted not later than March 1, 1975,
and a final report not later than March 1, 1976. Such reports shall be
submitted to the Secretary, the Committee on Finance of the Senate,
and the Committee on Ways and Means of the House of Representa-
tives, simultaneously.

(8) The Secretary shall request the National Academy of Sciences
to conduct such studies under an arrangement under which the actual
expenses incurred by such Academy in conducting such studies will
be paid by the Secretary. If the National Academy of Sciences is will-
ing to do so, the Secretary shall enter into such an arrangement with
such Academy for the conduct of such studies.

(4) If the National Academy of Sciences is unwilling to conduct
the studies required under this section, under such an arrangement
with the Secretary, then the Secretary shall enter into a similar

as



arrangement with other appropriate nonprofit private groups or asso-
ciations under which such groups or associations shall conduct such
studies and prepare and submit the reports thereon as provided in
paragraph (2).

(5) The Social Security Administration shall study the interim
report called for in paragraph (2) and shall sttOffit its analysis of

• such interim report to the Committee on Finance of the Senate and
the Committee on Ways and Means of the House, of Representatives
not later than June 1, 1976. The Social Security Administration shall
study and submit its analysis of the final report to the Committee
on Finance of the Senate and the Committee on Ways and Means of
the House of Representatives by June 1, 1976.

(d) The provisions of subsection (a) shall apply with respect to
~~c~os t i I erto d beim nhgWO 94ft7 -d priorto.t

July 1,1976.

Basis of Medicare Payment for Services Provided by
Agencies and Providers

Sec, 16. In the administration of titles V, XVIII, and XIX of the
Social Security Act, the, amount payable under such title' to any
provider of services on account of services provided by such hospital,
skilled nursing facility, or home health agency shall be determined
(for any period with respect to which the amendments made by sec-
tion 238 of Public Law -92-08 would, except for the provisions of
this section, be applicable) in like manner as if the-date contained in
the first and second sentences of subsection (f) of such section 233
were December 81,1978, rather than December 81,1972.

Postponement on Effective Date of Certain Requirements
Imposed With Respect to Payment for Physical Therapy
Services

See. 17. (a) In the administration of title XVIII of the Social
Security Act, the amount payable thereunder with respect to physical
therapy and other services referred to-in section 1861 (v) (5) (A) of
such Act (as added by section 151(e) of the Social Security Amend-
ments of 1972) shall be determined- (for the period with respect to
which the amendment made by such section 161(c) would, except for
the provisions of this section, be applicable) in like manner as if the
"'December 31, 1972", which appears in such subsection (d) (8) of
such section 151, read "the month in which there are promulgated, by
the Secretary of Health,, Education, and Welfare, final regulations
implementing the provisions of section 1861(v)(5) of the Social
Security Act".

K& P& 9&



POL 934W3

Modification of Proyisions Establishing Supplemental Security
Income Program

See. 19. (a) Section 808(c) of the Social Security Amendments of
1972 is amended to read as follows:

"(c) Section 9 of the Act of April 19, 1950 (64 Stat. 47) is
amended to read as followse-- - .
• 'Sc. 9. Beginning with the quarter commencing July 1,1950, the

Secretary of the Treasury shall pay quarterly to each State (from
sums made available for making payments to the States under section
403(a) of the Social' Security Act) an amount, in addition to the
amount prescribed to be paid to such State under such section, equal
to 80 per centum of the total amount of contributions by the State
toward expenditures dttring the preceding quarter by the State, under

A t ct-for itdto.de-
pendent children to Xavajo and Hopi Indions residing within the
boundaries of the State on reservations or on allotted or trust lands.
. wVi resp to•Wouiim payiileiitS -iii-A &I -it6h•T Stite-yl-y t •t•.....d .
States tnder section 408(a) of the Social Security Act, not counting
so much of such expenditure to any individual for any month as
exceeds the ]imitationsTpreseribed-in sceh section.'."

(b) Notwithstanding the provisions of section 301 of the Social
Security Amendments of, 1972, the Secretary of Health, Education,
and Welfare shall make payments to the 50 States and the District of
Columbia after Dkecember 81, 1978, in accordance with the provisions
of the Social Security Act as in effect prior to January 1, 1974, for
(1) activities carried out through the close of December 31,1973, Under
SLtate plans approved under title I, X. XIV, or XVI, of such Act. and
(2) administrative activities carried out after December 31, 1973,
which such Secretary determines are necessary to brifg to a close
activities carried out tinder such State plans.

, , * ,J - * *, *
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Excerpt From Public Law 93468
* * * * * C *

..... See. 9. Seertion 9.4PB of the Social Security Amendments of 1972
44-01- is amended by striking out "June 80, 1974" and Inserting in lieu

thereof "June 30, 1977".

Excerpt From Public Law 93480

Sec. 4(a) * * *

(b) 'The Civil Service Commission and the Secretary of Health,
-•---Education,+and Welfare shall submit to the Committee on Post Ofice

and Civil Service and the Committee on Ways and Means of the House
of Representatives, and to the Committee on Post Office and Civil
Service and the Committee 6n Finance of the Senate,, (in or before
March 1, 1975, a report on the steps which have been taken, and the
steps which are planned, to enable the Secretary of Health, Educa-
tion, and Welfare to make the determination and certification referred
to in section 1862(e) of the Social Security Act. If such report is not

* submitted to such committees on or before March 1, 197T, the date
specified in such section (as amended by this section) shall be deemed
to be July 1,1975, rather than. January 1,1978.

Excerpts From Public Law 93-647, as Amended

Sec.3(a) * * *

(f) Any child day care service provided under any plan of a State
approved under part A, or developed under part B, of title IV of
the Social Security Act must meet the requirements applicable, under
subsection (a) (9) of section 2002 of the Social Security Act, as
amended by this Act, to child day care services with respect to which
payment is made under that section. The requirements imposed by-
this subsection are in lieu of any requirements that would otherwise
be applicable under section 522(d) of the Economic OpportunityAct
ot i964 to chiild day care services provided under any plan of a State
approved under part A, or developed under part B, of title IV of
the Social Security Act.W "

(g) Section 12(a). of Public Law 93-2p3 is amended by striking..
out "January'1, 1,9(5" and inserting "October 1, 1975" in lieu thereof.

i Provisson modile4 fori Otober)!, 1 5-,Danuar 31, 1976. See section ?(a) (8).
~(581)
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Notwithstanding the provisions of section 19a) of Public Law 98-
288, the Secretary may make any modification In any regulation de-
scribed in that section if the modification is necessary to implement
the provisions of this part.

(j) Notwithstanding the provisions of paragraph (2) of section
2002(a) of the Social Security Act, as amended by this Act, the limi.
tation imposed by such paragraph (2) for the fiscal year beginning
July 1, 1975, with respect to any State shall be the allotment of the
State for that fiscal year as determined under section 1130 op the
Social Security Act. In determining, for the purposes of thatlmitsa.
tion, the total amount of the payments made to any State with re-

..... epecto expenditures during 1Isca&year, beginning-July 1975,-them....,
shall be included the amount of any payments maide to the State that
are chargeable against the allotment of the State for the fiscal year
beginitiig July 1, 197t, Under such section 118i .

Report by the Secretary

Sec. 4. Prior-to July 1, 1977, the Secretary shall submit to the Con-
gress a report on the effectiveness of the program established by title
XX of the Social Security Act, as amended by this Act, during cal.
endar years 1975 and 1976, together with recommendations, if any, for
improvements in that program.

Sec. 7. (a)(1)* * *
(2) Notwithstanding the provisions of section M004 of the Social

Security Act, as amended by this Act, the first services program year
of each State shall begin on October 1, 1975, and end with the close of,

__,at the optionof the State-. 1 .. -..

(A) the day in the twelve-month period beginning October 1,
1975, or

(B) the day in the twelve-miionth period beginning October 1,
1976,

which is the last day of the twelve-month period established by the
State as its services program year under that section. Notwithstand-
ing the provisions of subsection (b) of section 2003 of the Social Se-
curity Act, as amended by this Act, the aggregate expenditures
required by that subsection with respect to the first services program
year of each State shall be the amount which bears the same ratio to
the amount that would otherwise be required under that subsection as
the number of months in the State's first services program year bears
to twelve.
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(8) Notwithstanding paragraph (1) of this subsection or section

8(f), payments under title IV or section 2002(a) (1) of the Social
Security Act with respect to expenditures made prior to February 1,
1976, in connection with the provision of cliild••y carese `i-ces -lin
day care centers and group day care homes, in the case of children
between the ages of six weeks and six years, may be made without
regard to the requirements relating to staffing standards which are
imposed by or under section 2002(a) (9) (A) (ii) of such Act, so long
as the staffing standards actually being applied in the provision of
the services involved (A) comply with applicable State law (as in
effect at tholn-me thli service are- provided),- (B)- are no lower titan
the corresponding staffing standards which were imposed or required
by applicable State law on September 15,1975, and (C) are no lower,

corresponding standards actually being applied in such center or homte
on September 15,1976.

'Paragraph (8) was added to sectlon 7(a) by section 3 of Public Law 94-120.
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Sec. lo1(&) ,,,

(0) (1) NotwithOanding the provisions of section 409(a) of the
Social Security Act, in addition to the amounts required to be dis-
regarded under clause (8) (A) of such section, there is imposed the
requirement (and the State plan shall be deemed to include the re
quirement) that for the 15 months beginning July 1, 1971, in mak.
ing the determination under clause (7), the State agency shall with
respect to any month in such year and in addition to the amounts
required to be disregarded under clause (8) (A), disregard amounts
payable under section 457(a) (1).

Excerpt From Public Law 94-12, the Tax Reduction Act of 1975

* 41 * * * *

TIThE VII-MISCELLANEOUS PROVISIONS
SEC. 70W. CERTAIN UNEMPLOYMENT COMPENSATION.

(a) * * *
* * * * * * *

(b) MoDIcATIox oF AoaiBMETsr.-ThB Secretary of Labor shall,
at the earliest practicable date after the enactment of this Act, pro.
pose to each State with which he has in effect an agreement entered
into pursuant to section 102 of the )Emergency Unemployment Com-
penstLon-A -Wof"d-amodification-of such-agreement designod-to.-...
cause payments of emergency compensation thereunder to be made
in the manner prescribed by such Act, as amended by subsection (4)
of this section. Notwithstanding any provision of the Emergency
Unemployment Compensation Act of 1974, if any such State shall fail
or refuse, within a reasonable time after the date of the enactment of
this Act, to enter into such a modification of such agreement, the See.
retary of Labor shall terminate such agreement.

SEC. 70. SPECIAL PAYMENT TO RECIPIENTS, OF BENEFITS UNDER
CERTAIN RETIREMENT AND SURVIVOR BENEFIT PRO.
GRAMS; ..

(a) PAnMEwr.--The Secretary of the Treasury shall, at the earliest
practicable date after the enactment of this Act, make a $50 payment
to each Individual, who for the month of March, 1925, was entitled
(without regard to sectlions 2M2(j) (1) and W28(b) of title If of the

*Social Security Act and without the application of section 5 (a) (i)
of the Railroad Retirement Act of 1074) to-
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(1) a monthly imurance benefit payable under title nI of the

Social Security Act,
(2) a monthly annuity or pension payment under the Railroad

Retirement Act of 1985, the Railroad Retirement Act of 1937, or
the Railroad Retirement Act of 1974, or

(8) a benefit tinder the supplemental security income benefits
program established by title XVI of the Social Security Act;

except that, (A) such $50 payment shall be made only to individuals
who were paid a benefit for March 1975 in a check issued no later
than August 81,1975; (B) no such $50 payment shall be made to any
individual who is not a resident of the United States (as defined In
section 210(i) of the Social Security Act); and (C) if an individual
.....s-entitleunde-two.or~mor. of the programs referred to-in.clases+ .
(1), (2), and (8)', such individual shall be entitled toreceive fnil. 6f. . .
such $50 payment. For purposes of this subsection, the term "resident"
means an individual whose address of record for check payment- pur-
poses is located within the United States.

(b) REIrPIENT IDPTEmcATtoN.--The Secretary of Health, Educa-
tion, and Welfare and the Railroad Retirement Board shall provide
the Secretary of the Treasury with such information and data as may
be needed to enable the Secretary of the Treasury to ascertain which
individuals are entitled to the payment authorized under subsqction(a).-1

(c) CooRDINTioN Wrm OmMa F~WMWL PaoopAzs.-Any payment
made by the Secretary of the Treasury under this section to any indi-
vidual shall not be regarded as income (or, in the calendar year 1975,
as a resource) of such individual (or of the family of which he is a
member) for purposes of any Federal or State program which under-

- takes to furnish, aid or assistance to individuals or families, where.
eligibility to receive such aid or assistance (or the amount of such aid
or assistance) under such program is based on the need therefor of the
individual or family involved. The requirement imposed by the pre-
ceding, sentence shall be treated as a condition for Federal financial
participation in any State (or local) welfare program for any calen-

-.-dar-quater commencing after-the date-of enactment of this Act.
(d) APPao'PwATnos AmrHomwz&TtO.--There are hereby authorized

to be appropriated, out of any funds in the Treasury not otherwise,
•-+- - appropriated, such sunms as may be necessary to carry out the provi-

sions of this section.
(e) PAYMENT NoT To BY, CoNsxmwuN INcoME.--Payments made

under this section shall not be considered as gross income for purposes
of the Internal Revenue Code of 1954.

- __Mh
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. Excerpt From the Emergency Compensation and Specia Unem.
ployment Asdstance Extension Act of 197

Public Law 94-45

Study and Report by Secretary of Labor

See. 104. The Secretary of Labor shall conduct a study and review
of the program established by the- Emergency Unemployment Com-
pensation Act of 1974 and the program established under title H of
the Emergency Jobs and Unemployment Assistance Act of 1974 and
shall submit to the Congress not later than January 1, 1977, a report
.. 2a Jac dywLuchjtUdy.And re-VIOW

(1) the employment, economic, and demographic characteristics
of individuals receiving benefits under either such program,

(2) the needs of the long-term unemployed for job counseling,
testing, referral and placement services, skill and apprenticeship
training, career-related education programs, and public service
employment opportunities, and

(8) an examination of all other benefits to which Individuals
receiving benefits under either such program are eligible together
with an investigation of important factors affecting unemploy-
ment, a comparison of the aggregate value of such other benefits
plus benefits received under either such program with the amount
of compensation received by such individuals in their most recent
position of employment.

Modlfication of Agreements

Sec. 10,5The Secretary of Tabor shall, at the earliest practicable
date after the date of the enactment of this Act, propose to each State
with which he has in effect an agreement under section 102 of the
Emergency Unemployment Compensation Act of 1974 a modification
of spich agreement designed to provide for the payment of the emer-
gency compensation benefits allowable under such Act by reason of the
amendments made by thihpart) Notwithstanding any provision of the
Emergency Unemployment Compensation Act of 1974, If any State
fails or refuses, within the three-week period beginning on the date
of the enactment of this Act, to enter into such a modification of such
agreement, the Secretary of Labor shall terminate such agreement.

e
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Repayment of State Loans

See. 110. (a) Section 8802(c) (8) of the Internal Revenue Code of
1954 is amended by adding at the end thereof the following new sen-
tence: "The provisions of the preceding sentence shall not be appli-
cable with respect to the taxable year beginning January 1, 197T, or
any succeeding taxable year which begins before January 1, 1978;
and, for purposes of such sentence, January 1,1978, shall be deemed
to be the first January I occurring after January 1, 1974, and consecu-
tive taxable years in the period commencing January 1, 1978, shall be
determined as if the taxable year which begins on January 1, 1978,
were the taxable year immediately succeeding the taxable year which
began on January 1, 1974.".

ýb) 1 Y amendment madW&ct_6 in-i T ishi~lf nfi ipý
cable in the case of any State unless the Secretary of Labor finds that
such State has studied and taken appropriate action with respect to the
financing of its unemployment programs so as substantially to accom-
plish the purpose of restoring the fiscal soundness of the State's unem-
ployment account in the Unemployment Trust Fund and permitting
the repayment within a reasonable time of any advances made to such
account under title XIT of the Social Security Act. For purposes of
the preceding sentence, appropriate action with respect to the financing *
of a State's unemployment programs means an increase in the State's
unemployment tax rate, an increase in the State's unemployment tax
base, a change in the experience rating formulas, or a combination
thereof.

(2) The Secretary of Labor shall promptly prescribe and publish
in the Federal Register regulations setting forth the criteria according
to which -he will determine the requirements of the preceding
paragraph.

(3) Immediately after he makes a determination with respect to any
State under paragraph (1); the Secretary of Labor shall publish such
determination, together with his reasons therefor, in the Federal
Register.

TITLE Ill-LOANS TO THE UNEMPLOYMENT FUND
OF THE VIRGIN ISLANDS

See. 301. (a) The Secretary of Labor (hereinafter in this section
referred to as the "Secretary") may make loans to the Virgin Islands
in such amounts as he determines to be necessary for the payment in
any montlf of compensation under the Unemployment compeosation W
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* law of the Virgin Islands. A loan may be made under this subsection
for the payment of compensation in any month only if-

(1) the Governor of the Virgin Islands submits an application
therefor no earlier than the first day of the preceding month;
and

(2) such application contains an estimate of the amount of the
loan which will be required by the Virgin Islands for the pay-
ment of compensation in such month.

(b) For purposes of this section-
(1) an application for loan under subsection (a) shall be made

on such forms and shall contain such information and data (fiscal
and otherwise) concerning the operation and administration of
the unemployment compensation law of the Virgin Islands as the

m nessaiy or relevant to the performance of his
duties under this section;

(2) the amount required by the Virgin Islands for the payment
of compensation in any month shall be determined with due allow-
ance for contingencies and taking into account all other amounts
that will be available in the unemployment fund of the Virgin
Islands for the payment of compensation in such month; and

(3)- the term Ocompensation" -means cash- benefits-payable to
individuals with respect to their unemployment, exclusive of ex-
penses of administration.

(c)'Any loan made under subsection (a) shall'be repayable (with-
out interest), not later than January 1,1978. If after January 1,1978,
any portion of any such loan remains unpaid, the Virgin Islands shall
pay interest thereon, until thewloan is paid"in full; at a rate equal'to the
rate of interest in effect under section 6621 of the Internal Revenue
Code of 1954. If at some future date the Federal Unemployment Tax
Act shall be made applicable to the Virgin Islands, then, any amount of

* principal or interest due on any such loan remaining unpaid on such
date shiU be treated, for purposes of section 3802(c)-(8) of the Inter-

-nal Revenue Code of 1954, as an advance made to the Virgin Islands
under title XII of the Social Security Act.

(d) No loan may be made under subsection (a) for any month
beginning after June 30, 1976. The aggregate of the loans which may
be made Under subsection (a) shall not exceed $5,000,000.

(e) There are authorized to be appropriated from the general fund
of the Treasury such sums as may be necessary to carry out this section.

... .* * * * * S
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EXCERPTS FROM PUBLIC LAW 94-88

TITLE IT-AMENDMENTS RELATING TO SOCIAL
SECURITY ACT

UEPOURY WAMvmm OF CERTAIN RRQUIMEZ)IENTS FOR CEAIN STATES

See 20L (a) If the Governor of any State, which has an approved
State plan under part A of title IV of the Social Security Act, submits
to the Secretary of Health, Education, and Welfare (hereinafter in
this section referred to as the "Secretary"), a request that any provi;
sion of section 402(a)'(26) of the Social Security Act or section 402
(a) (27) of such Act not be made applicable to such State prior to a

1976) and-
(1) such request is accompanied by a certification, with respect

to such provision, of the Governor that the State cannot imple-
ment such provision because of the lack of authority to do so under
State law, and

(2) such request fully explains the reasons why such provi-
sion cannot be implemented, and sets forth any provision of State
law which impedes the implementation thereof,

the Secretary shall; if he i* satisfied that sucl• waveriaJustlfied,- W
grant the waiver so requesLd.

(b) During any period with respect to which a waiver, obtained
under subsection (a) with respect to section 402(a) (26) (A) of the
Social Security Act, is in effect with respect to any State, the provi-
sions of section 454 (4) and (5) of such Act shall be applied to such
State in like manner as if the phrase "with respect to whom an assign-
ment under section 402(a) (26) of this title is effective" did not appear
therein, and the provisions of section 458 of such Act shall be applied
to such State in like manner as if the phrase,"suppgrt rights assigned
under section 402 (a) (26)" read "child support obligations".

(d) The Secretary shall from time to time, subinit to the Committee
on Finance of the Senate and the Committee on Ways and Means of
the Ho1se -of Representatives, full and complete reports -(Ihe first of
which shall not be later than September 15, 1975) regarding any re-
quests which he has received for waivers under subsection (a) and
any waivers granted by him under such subsection, and such reports
shall include copies of all such requests for such waivers and any sup-
porting documents submitted with or in connection with any such
requests.

wh



563f P.L. 9488
Cleise August 57f)

svorASSGRNUNTS BY BoIMrNm DUM RRWG OmoNAL P=00

Se. 20& (a) In the case of say State the law of *hich on August 1,
1976, meets the requirements of section 402(a) (26) (A) of-the Seisk,
Security Act, the requirements of such section shall be effective, with
respect to individuals who are recipients on August 1,1975, at such
time as may be determined by the State agency, but not later thmathe
time of the first redetermination of eligibility required after August 1,
1975, and in any event not later than February 1,1976.

(b) In the case of any State described in subsection (t), the pro-
visions of section 454 (4) and (5) of the Social Security Act sall,
during the period beginning August 1,1975, and ending December 81,
1975, be applied, with respect to all recipients of aid under the State
plmrovtsuchState-(approved-under part-A-oftitle I-Vof-suoh-A )__-._
who have not made an assignment-pursuant to section 402(a) (26) (A,)
of such Act, in the case 6f such State in like manner as if the phrase
"with respeotuto whom an assignment under section 402(a) (26) of
this title is effective" did not appear therein, and the provisions of sec-
tion 458 of such Act shall, during such period, be applied in the case of
such State in like manner as if the phrase "support rights assigned
under section 402(a) (26)" read "Mild supportsobligations".

PAYMENT TO STATES FOR CERiMAIN EXPENSES INCURRED DURING JULY 10975

See. 206. Notwithstanding any other provision of law, amounts ex-
pended in good faith by any State (or by any of its political sub.
divisions) during July 1975 in employing and compensating staff per-
sonnel, leasing office space, purchasing equipment, or carrying out
other organizational or administrative activities, in preparation for or
implementation of the child support program under part D of title IV
of the Social Security Ac, shall be considered for purposes of section
455 of such Act (as amended-by this Act), to the extent that payment
for the activities involved would be made under such section (as so
amended) if section 101 of the Social Services Amendments of 1974
had become effective on July 1, 1975, to have been expended by the
State for the operation of the State plan or tor the conduct of activities
speAflld ii sui•h section •(as so amended).

PROTECT N Op cIuLD'S BwST INTEE

Se".208. (a)* **

(d) (1) The Secretary of Health, Education, and Welfare shall sub-
mit to the Congress any proposed standards authorized to be pre-
scribed by him under section 402(a) (26) (B) of the Social Security
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Act (as added by the Social Services Amendments of 1974 and as
amended by subsection (a) of this section). Such standards shall take
effect at the end of the period which ends 60 days after such proposed
standards are so submitted to such committees unless, within such
period, either House of the Congress, adopts a resolution of disap-
proval.

(2) For purposes of this subsection, the term "resolution" means
only-

(A) a concurrent resolution of the two Houses of the Congress,
the matter after the resolve *g clause of which is as follows: "That
the Congress does not approve the standards (as authorized under
section 402(a) (26) (B) of the Social Security Act) transmitted

tothe Congress on eli t1 bli space bighe
with the appropriate date; and

(B) a resolution of either House of the Coorress, the matter
after the resolving clause of which is as follows: "That the

does not approve the standards (as authorized under
section 402(a) (26) (B) of the Social Security Act) transmitted
to the Congress on ."1, with the first blank space
being filled with the name of the resolving House, and the second
blank qpp I~iiig filled lyithppjqp-

(8) The provisions of subsection (b), (c), (d), (e), and (f) of sec-
tion 152 of the Trade Act of 1974 shall be applicable to resolutions
under this subsection, except that the "20 hours"-referred to in sub-
sections (d) (2) and- (e) (2) of such section shall be deemed to read
"4 hours".

* * * * * * *

/i

P.L. "48 564



SELECTED PROVISIONS OF THE INTERNAL
REVENUE CODE OF 1954

26 U.S.C. 1-
Subtitle A-Income Tam

CHAPTER 2-TAX ON SELF-EMPLOYMENT INCOME

1kr. 1401. Rate ot ta ..----------.------ ----------- -- M
Sec. 140M. Defliltiona ......----------------------- ...
Bec. 1408. Mlscellaneous provisions --------------- -------------------- Wff

-~---SH•~1401r-RATI OF-TAX..

(a) Ow)-Ao, Suavivon, om, DImnmr INssunANo.-in addition
to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning after December
81; 1987, and before January 1, 1969, the tax shall be equal to
5.8 percent of tli. amount of tho self-employment income for such
taxable year;

c(2)ase of in~ y .Agiuntng qr
81, 1968, and before January 1, 1971, the tax shall be equal to
8.8 percent of the amount of the self-employment income for such
taxable year;

(8) in the case of any taxable year beginning after December 81,
1970t and before January 1, 1973, the tax shall be equal to 6.9
percent of the amount of the self-employment income for such
taxable year;

(4) in the casm of any taxable year beginning after December 81,
19729, the tax shall be equal to 7.0 percent of the amount of the
self-employment income for such taxable year.

,.,. (b) Hosrrer4z Itisuxexi.-In addition to the tax imposed by the
preceding subsectiono there sha~llbe imposed foreackttaxableyear, fl.
the self-employment income of every individual, it tax as follows:

(1) In the, case of any taxable year beginning after December 31,
1967, and before January 1, 1978, the tax shall be equal to 0.60
percent of the amount of the self-employment income for such
taxable year;

Pae references do not appear In the law.
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(2) in the case of any taxable year beginning after December
81, 1972, and before January 1, 1974, the tax shall be equal to 1.0
percent of the amount of the self-employment income for such
taxable year,

(8) in the case of any taxable year beginning after December
81, 1978, and before January 1,1978, the tax shall be equal to 0.90
percent of the amount of the self-employment income for such
taxable year;

(4) in the case of any taxable year beginning after December
81, 1977, and before January 1, 1981, the tax shall be equal to 1.10
percent of the amount of the self-employment income for such
taxable year;

(6) in the case of any taxable year beginning after December
81, 1980, and before January 1, 1988, the tax shall be equal to 1.35
percent of the amount of the self-employment income for such
taxable year; and

(6) in the case of any taxable year beginning after December
81, 1985, the tax shall be equal to 1.50 percent of the self-employ-
ment income for such taxable year.

SEC. 1402. DEFINITIONS.
(a) N'rr EARNIX.-os FRoM S14.tF-EMPLoMK.•T.--The term "net earn-

ings from self-employment" means the gross income derived by an
individual from any trade or business carried on by such individual,
less the deductions allowed by this subtitle which are attributable to
such trade or business plus his distrbutive share (whether or not
distributed) of income or loss described in section 702(a)(9) from
any trade or business carried on by a partnership of which he is a
member; except that in computing such gross income and deductions
and such distributive share of partnership ordinary income or loss--

(1) there shall be excluded rentals from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares) together with the deductions attribut-
able thereto, unless such rentals are received in the course of a
trade or business as a real estate dealer; except that the preceding
provisions of this paragraph shall not apply to any income derived
by the owner or tenant of land if (A) such income is derived
under an arrangement, between the owner or tenant and another
individual, which provides that such other individual shall pro-
duce agricultural or horticultural commodities (including live-
stock, bees, poultry, and fur-bearing animals and wildlife) on
such land, and that there shall be material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) in the production or the
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management of the production of such agricultural or horticul.
tural commodities, and (B) there is material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) with respect to any such
agricultural or horticultural commodity;

(2) there shall be excluded dividends on any share of stock, and
interest on any bond, debenture, note, or certificate, or other evi-
dence of indebtedness, issued with interest coupons or in regis.
tered form by any corporation (including one issued by a govern.
ment or political subdivision thereof), unless such dividends and
interest (other than interest described in section 85) are received
in the course of a trade or business as a dealer in stocks or
securities;

(8) there shall be excluded any gain or loss--
(A) which is considered as gain or loss from the sale or

exchange of a capital asset,
(B) from the cutting of timber, or the disposal of timber,

coal, or iron ore, if section 681 applies to such gain or loss, or
(C) from the sale, exchange, involuntary conversion, or

other disposition of property if such property is neither-
(i) stock in trade or other property of a kind which

would properly be includible in inventory if on hand at
the close of the taxable year, nor

(Hi) property held primarily for sale to customers in
the ordinary course of the trade or business:

(4) the deduction for net operating losses provided in section
172 shall not be allowed;

(5) if-
(A) any of the income derived from a trade or business

(other than a trade or business carried on by a partnership)
is community income under community property laws ap-
plicable to such income, all of the gross income and deduc-
tions attributable to such trade or business shall be treated as
the gross income and deductions of the husband unless the
wife exercises substantially all of the management and con-
trol of such trade or business, in which case all of such gross
income and deductions shall be treated as the gross income
and deductions of the wife; and

(B) any portion of a partner's distributive share of the
ordinary income or loss from a trade or business carried on
by a partnership is community income or losw under the com-
munity property laws applicable to such share, all of such
distributive share shall be included in computing the net
earnings from self-employment of such partner, and no part
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of such share shall be taken into account in computing the
net earnings from self-employment of the spouse of such
partner;

(6) a resident of Puerto Rico shall compute his net earnings
from self-employment in the same manner as a citizen of the
United States but without regard to section 938;

(7) the deduction for personal exemptions provided in section
151 shall not be allowed;

(8) an individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order
shall compute his net earnings from self-employment derived
from the performance of service described in subsection (c) (4)
without regard to section 107 (relating to rental value of parson-
ages) and, section 119 (relating to meals and lodging furnished
for the convenience of the employer), section 911 (relating to
earned income from sources without the United States) and sec-
tion 981 (relating to income from sources within possessions of
the United States);

(9) the term "possession of the United States" as used in sec-
tions 981 (relating to income from sources within possessions of
the United States) and 982 (relating to citizens of possessions of
the United States) shall be deemed not to include the Virgin
Islands, Guam, or American Samoa;

(10) there shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are prescribed by the Secretary or his delegate,
and which provides for payments on account of retirement, on a
periodic basis, to partners generally or to a class or classes of
partners, such payments to continue at least until such partners
death, if-

(A) such partner rendered no services with respect to any
trade or business carried on by such partnership (or its suc-
cessors) during the taxable year of such partnership (or its
successors), ending within or with his taxable year, in which
such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year *rferred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under such plan, and

(C) such partner's share, if any, of the capital of the
partnership has been paid to him in full before the close of
the partnership's taxable year referred to in subparagraph
(A) ; and

(11) in the case of an individual who has been a resident of
the United States during the entire taxable year, the exclusion
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from gross income provided by section 911 (a) (2) shall not apply.

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which'he is required to include in com-
puting his net earnings from self-employment shall be based on the
ordinary income or loss of the partnership for any taxable year of
the partnership ending within or with his taxable year. In the case
of any trade or business which is carried on by an individual or by a
partnership and in which, if such trade or business were carried on
exclusively by employees, the major portion of the services would con-
stitute agricultural labor as defined in section 8121 (g)-

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than $2,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 66% percent of
such gross income; or

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is more than $2,400 and the net
earnings from self-employment derived by him from such trade
or business (computed under this subsection without regard to
this sentence) are less than $1,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) applies) is not
more than $2,400, his distributive share of income described in
section 702(a) (9) derived from such trade or business may, at his
option, be deemed to be an amount equal to 66% percent of his
distributive share of such gross income (after such gross income
has been so reduced) ; or

(iv) in the casw of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from

Iwo such trade or business (after such gross income has been reduced
by the sum of all- payments to which section 707(c) applies) is
more than $2,400 and his distributive share (whether or not dis-
tributed) of income described in section 702(a) (9) derived from
such trade or business (computed under this subsection without
regard to this sentence) is less than $1,600, his distributive share
of income described in section 702(a) (9) derived from such trade
or business may, at his option, be deemed to be $1,600.

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the

income is computed under a cash receipts and disbursements
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method, the gross receipts from such trade or business reduced
by the cost or other basis of property which was purchased and
sold in carrying on such trade or business, adjusted (after such
reduction) in accordance with the provisions of pargm phs (1)
through (7) and paragraph (9) of this subsection; and

(vi) in the can of any such trade or business in which the
income is computed under an accrual method, the groin income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (7) and paragraph (9) of
this subsection;

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade or business, such gross income (including his distributive share
of the gross income of any partnership derived from any such trade
or business) shall be deemed to have been derived from one trade or
business.

The preceding sentence and clauses (1) through (iv) of the second
preceding sentence shall also apply in the case of any trade or busi-
ness (other than a trade or business specified in such second preceding
sentence) which is carried on by an individual who is self-employed
on a regular basis as defined in subsection (I), or by a partnership of
which an individual is a member on a regular basis as defined in sub-
section (i), but only if such individual's net earnings from self-
employment as determined without regard to this sentence in the
taxable year are less than $1,600 and less than 66% percent of the sum
(in such taxable year) of such individual's gross income derived from
all trades or businesses carried on by him and his distributive share
of the income or loss from all trades or businesses carried on by all
the partnerships of which he is a member; except that this sentence
shall not apply to more than 5 taxable years in the case of any indi-
vidual, and in no case in which an individual elects to determine the
amount of his net earnings from self-employment for a taxable year
under the provisions of the two preceding sentences with respect to a
trade or business to which the second preceding sentence applies and
with respect to a trade or business to which this sentence applies shall
such net earnings for such year exceed $1,600.

(b) Sw-EwoY=NTxr Ivoi--The term "self-employment in-
come" means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any
taxable year; except that such term shall not include-

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

(A) for any taxable year ending prior to 1955, (i) $3,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; and
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(B) for any taxable year ending after 1954 and before
1959, (1) $4,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(C) for any taxable year ending after 1958 and before
1966, (1) $4,800, minus (ii) the amount of wages paid to such
individual during the taxable year; and

(D) for any taxable year ending after 1965 and before
19068, (i) $6,600, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(E) for any taxable year ending after 1967 and beginning
before 1972, (1) $7,800, minus (ii) the amount of the wages
paid to such individual during the taxable year; and

(F) for any taxable year beginning after 1971 and before
1973, (i) $9,000, minus (ii) the amount of fhie wages paid
to such individual during the taxable year; and

(G) for any taxable year beginning after 1972 and before
1974, (i) $10,800, minus (ii) the amount of the wages paid to
such individual during the taxable year;

(H) for any taxable year beginning after 1973 and before
1975, (1) $18,200, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(I) for any taxable year beginning in any calendar year
after 1974, (i) an amount equal to the contribution and benefit
base (as determined under section 230 of the Social Security
Act)I which is effective for such calendar year, minus (ii) the
amount of the wages paid to such individual during such tax-
able year; or

(2) the net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

For purposes of clause (1), the term "wages" (A) includes such remtu-
neration paid to an employee for services included under an agree-
mnent entered into pursuant to the provisions of section 218 of the
Social Security Act (relating to coverage of State employees), or
under an agreement entered into pursuant to the provisions of section
8121(1) (relating to coverage of citizens of the United States who are
employees of foreign subsidiaries of domestic corporations, as would
be wages under section 3121(a)) if such services constituted employ-
ment under section 3121 (b), and (B) includes compensation which is
subject to the tax imposed by section 3201 or 3211. An individual who
is not a citizen of the United States but who is a resident of the
Commonwealth of Puerto Rico, the Virgin Islands, Guam, or Ameri-
can Samoa shall not, for purposes of this chapter be considered to be
a nonresident alien individuals

S 14.100 for 1975 : X15.300 for 107.
Sectllon 1402(b) was amcuded bs Public Law 94 -92.
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(e) TDtw oa Bt, stnss.--Tht term "trade or business" when used
with reference to self-employment income or net earnings from self-
employment, shall have the same meaning as when used in section 162
(relating to trade or business expenses), except that such term shall
not include-

(1) the performance of the functions of a public office, other
than the functions of a public office of a State or a political sub-
division thereof with respect to fees received in any period in
which the functions are performed in a position compensated
solely on a fee basis and in which such functions are not covered
under an agreement entered into by such State and the Secretary
of Health. Education, and Welfare pursuant to section 218 of
the Social Security Act;

(2) the performance of service by an individual as an em-
ployee, other than-

(A) service described in section 8121 (b) (14) (B) per-
formed by an individual who has attained the age of 18,

(B) service descrilwd in section 3121(b) (16),
(C) service described in section 3121(b)(11). (12), or

(15) performed in the United States (as defined in section
3121 (e) (2)) by a citiy•,n of the United States.

(D) service described in paragraph (4) of this subsection,
and

(R) service performed by nit individual as an employee
of a State or a political subdivision thereof in a position com-
pensated solely on a fee basis with respect to fees received
in any period in which such service is not covered under an
agreement entered into by such State and the Secretary of
Health, Education, and Welfare pursuant to section 218 of
the Social Security Act;

(3) the performance of service by an individual as an em-
ployee or employee representative as defined in section 3231;

(4) the performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order: or

(5) thet performance of service by an individual in the exercise
of his profession as a Christian Science practitioner; or

(6) The performance of service b~y an individual during the
period for which on exemption under section (h) i4 effective with
respect to him.

The provisions of paragraph (4) or (15) shall not. apply to service
(other than service lerforined by it member of a religious order who
has taken a vow of poverty as a member of such order) performed by
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an individual unless an exemption under subsection (e) is effective
with respect to him.

(d) ExrwM.u AND WAoU.--The term "employee" and the term
"wages" shall have the same meaning as when used in chapter 21
(sec. 8101 and following, relating to Federal Insurance Contributions
Act).

(e) MnummzRs, Muans or Rruotous ORDER, AXD CHRISTIN
SCixNCE Paacrmo.mas--

(1) Ex•umoxv.--Any individual who is (A) a duly ordained,
commissioned, or licensed minister of a church or a member of a
religious order (other than a member of a religious order who has
taken a vow of poverty as a member of such order) or (B) a
Christian Science practitioner, upon filing an application (in such
form and manner, and with such official, as may be prescribed by
regulations made under this chapter) together with a statement
that either he is conscientiously opposed to, or because of religious
principles he is opposed to, the acceptance (with respect to services
performed by him as such minister, member, or practitioner) of
any public insurance which makes payments in the event of death,
disability, old age, or retirement or makes payments toward the
cost of, or provides services for, medical care (including the bene-
fits of any insurance system established by the Social Security
Act), shall receive an exemption from the tax imposed by this
chapter with respect to services performed by him as such min-
ister, member, or practitioner. Notwithstanding the preceding
sentence, an exemption may not be granted to an individual under
this subsection if he had filed an effective waiver certificate under
this section as it was in effect before its amendment in 1967.

(2) T1x FRo FILING APPACATioN.--Any individual who de-
sires to file an application pursuant to paragraph (1) must file
,uch application on or before whichever of the following dates
is later: (A) the due date of the return (including any extension
thereof) for the second taxable year for which he has net earn-
ings from self-employment (computed without regard to sub-
sections (c) (4) and (c) (5)) of $400 or more, any part of which
wag derived from the- erformaneh 6f service described-ift sub-
section (c) (4) or (c) (5); or (B) the due date of the return
(including any extension thereof) for his second taxable year
ending after 1967.

(8) Enw-nvz DATz Or EXzr EM'om.--An exemption received by
an individual pursuant to this subsection shall be effective for
the first taxable year for which lie has net earnings from self-
employment (computed without regard to subsections (c) (4) and
(c) (5)) of $00 or morm, any part of which was derived from
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the performance of service described in subsection (a) (4) or (o)
(5), and for all succeeding taxable years. An exemption received
pursuant to this subscton shall be irrevocable.

(f) PA•xrW's TAxans YIAR Emwnno As Th nu Bsu or DMAI'a-
.In computing a partner's net earnings from self-employment for his

taxable year which ends as a result of his death (but only if such
taxable year ends within, and not with, the taxable year of the part-
nership), there shall be included so much of the deceased paltners
distributive share of the partnership's ordinary income or loss for the
partnership taxable year as is not attributable to an interest in the
partnership during any period beginning on or after the first day
of the first calendar month following the month in which such partner
died. For purposes of this subsection-

(1) in determining the portion of the distributive share which
is attributable to any period specified in the preceding sentence,
the ordinary income or loss of the partnership shall be treated
as having been realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's distributive shar" includes
the share of his estate or of any other person succeeding, by reason
of his death, to rights with respect to his partnership interest

(g) TUu• xvrr or C Ai^ Rzmixuw• xo EhxoxousLr Ra-
PoRm As NxTr FARNNos FROM Sm0r-E wyxui.Ts--If--

(1) an amount is erroneously paid as tax under section 1401,
for any taxable year ending after 1954 and before 1962, with
respect to remuneration for service described in section 8121 (b)
(8) (other than service described in section 8121(b) (8) (A)),
and such remuneration is reported as self-employment incom on
a return filed on or before the due date prescribed for filing such
return (including any extension thereof),

o(2) the individual who paid such amount (or a fiduciary acting
for such individual or his estate, or his survivor (within the
meaning of section 206(c(1) (0) of the Social Security Act))
requests that such remuneration be deemed to constitute net earn.
ings from self-employment,

(8) such request is filed after the date of the enactmentof this
paragraph and on or before April 15, 1962,

(4) such remuneration was paid to such individual for services
performed in the employ of an organization which, on or before
the date on which such request is filed, has filed a certificate pur-
suant to section 8121(k), and

(5) no credit or refund of any portion of the amount errone-
ously paid for such taxable year as tax under section 1401 (other
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than a credit or refund which would be allowable if such tax were
applicable with respect to such remuneration) has been obtained
before the date on which such request is filed or, if obtained, the
amount credited or refunded (including any interest under section

.6611) is repaid on or before such date,
then, for purposes of this chapter and chapter 21, any amount of such
remuneration which is paid to such individual before the calendar
quarter in which such request is filed (or before the succeeding quarter
if such certificate first becomes effective with respect to services per-
formed by such individual in such succeeding quarter), and with re-
spect to which no tax (other than an amount erroneously paid as tax)
has been paid under chapter 21, shall be deemed to constitute net
earnings from self-employment and not remuneration for employment.
For purposes of section 8121(b) (8) (B) (ii) and (iii), if the certifi-
cate filed by such organization pursuant to section 8121(k) is not
effective with respect to services performed by such individual on or
before the first day of the calendar quarter in which the request is
filed, such individual shall be deemed to have become an employee of
such organization (or to have become a member of a group described
in section 8121(k) (1) (E)) on the first day of the succeeding quarter.

(it) sxsas or C•rrAi Rmamous Fxmis.-
(1) Ewrmo.--Any individual may file an application (in

such form and manner, and with such official, as may be prescribed
by regulations under this chapter) for an exemption from the tax
imposed by this chapter if he is a member of a recognized religious
sect or division thereof and is an adherent of established tenets or
teachings of such sect or division by reason of which he is con-
scientiously opposed to acceptance of the benefits of any private
or public insurance which makes payments in the event of death,
disability, old-age, or retirement or makes payments toward the
cost of, or provides services for, medical care (including the bene-
fits of any insurance system established by the Social Security
Act). Such exemption may be granted only if the application
contains or is accompanied by-

(A) such evidence of such individual's membership in, and
adherence to the tenets or teachings of the sect or division
thereof as the Secretary or his delegate may require for pur-
poses of determining such individual's compliance with the
preceding sentence, and

(B) his waiver of all benefits and other payments under
titles II and XVIII of the Social Security Act on the basis
of his wages and self-employment income as well as all such
benefits and other payments to him on the basis of the wages
and self-employment income of any other person,
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and only if the Secretary of Health, Education, and Welfare finds
that-

(C) such sect or division thereof has the established tenets
or teachings referred to in the preceding sentence,

(D) it is the practice, and hts been for a period of time
which he deems to be substantial, for members of such sect
or division thereof to make provision for their dependent
members which in his judgment is reasonable in view of their
general level of living, and

(R) such sect or division thereof has been in existence at
all times since December 81,1950.

An exemption may not be granted to any individual if any benefit
or other payment referred to in subparagraph (B) became pay-
able (or, but for section 208 or 222(b) of the Social Security Act,
would have become payable) at or before the time of the filing of
such waiver.

(2) Trim YoR nuxo AMLcATIoxe.-For purposes of this sub-
section, an application must be filed-

(A) In the case of an individual who has self-employment
income (determined without regard to this subsection and
subsection (c) (6) for any taxable year ending before Decem-
ber 81,1967, on or before December 81,1968, and

(B) In any other case, on or before the time prescribed
for filing the return (including any extension thereof) for
the first taxable year ending on or after December 81, 1967,
for which he has self-employment income (as so determined),
except that an application filed after such date but on or
before the last day of the third calendar month following
the calendar month in which the taxpayer is first notified in
writing by the Secretary or his delegate that a timely appli-
cation for an exemption from the tax imposed by this chapter
has not been filed by him shall be deemed to be filed timely.

(8) PRoD itoR winon zxMxrlow nnwvrw--An exemption
granted to any individual pursuant to this subsection shall apply
with respect to all taxable years beginning after December 81,
19500 except that such exemption shall not apply for any taxable
year-.-

(A) beginning (i) before the taxable year in which such
individual first met the requirements of the first sentence of
paragraph (1), or (ii) before the time as of which the Sec-
retary of Health, Education, and Welfare finds that the sect
or division thereof of which such individual is a member met
the requirements of subparagraphs (C) and (D), or

(B) ending (i) after the time such individual ceases to
meet the requirements of the first sentence of paragraph (1),
or (ii) after the time as of which the Secretary of Health,
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Education, and Welfare finds that the sect or division thereof
of which he is a member ceases to meet the requirements of
subparagraph (C) or (D).

(4) AmctCA•ox 11 FIDUCIARIE Ol sURvIVoR.--In any CM8

where an individual who has self-employment income dies before
the expiration of the time prescribed by paragraph (2) for filing
an application for exemption pursuant to this subsection, such an
application may be filed with respect to such individual within
such time by a fiduciary acting for such individual's estate or by
such individual's survivor (within the meaning of section 205(c)
(1) (C) of the Social Security Act).

Regular Basis

(i) An individual shall be deemed to be self-employed on a regu-
lar basis in a taxable year, or to be a member of a partnership on a
regular basis in such year, if he had net earnings, from self-employ-
ment, as defined in the first sentence of subsection (a), of not less than
$400 in at least two of the three consecutive taxable years immediately
preceding such taxable year from trades or businesses carried on by
such individual or such partnership.

SEC. 1403. MISCELLANEOUS PROVISIONS.
(a) Tr= OF Cor rR.--This chapter may be cited as the "Self-

Employment Contributions Act of 1954".
(b) Caoss RzwNcus.---

(1) For provisions relating to returns, see section 6017.
(2) For provisions relating to collection of taxes in Virgin

Islands, Guam, American Samoa, and Puerto Rico, see sec-
tion 765L

(3) For provisions relating to declaration of estimated tax
on self-employment income, see section 6015.

SUBTITLE C-EMPLOYMENT TAXES

Chapter 21. Federal Insurance contributions act
-Chapter 22. Railroad retirement tax act.

Chapter 28. Federal unemployment tax act
Chapter 24. Collection of Income tax at source on wages
Chapter 25. General provisions relating to employment taxes.

* , * * * * *

CHAPTER 21-FEDERAL INSURANCE
CONTRIBUTIONS ACT

Subchapter A. Tax on employees.
Subchapter B. Tax on employers.
Subchapter C. General provisions&
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SUBCHAPTER A--TAX ON EMPLOYEES

SBC. 3101. RATE OF TAX.
(a) QOwAo4 Sujvzvou, wAD DMsAB rr Lusuwc•.c-In addition

to other taxes, there is hereby imposed on tde income of every indi-
•.• vidual a tax equal to the following percentages of the wages (as defined
" in section 8121(a)) received by him with respect to employment (as

defined in section 8121(b))-
(1) with respect to wages received during the criendar year

1968, the rate shall be 8.8 percent;
(2) with respect to wages received during the calendar years

1969 and 1970, the rate shall be 4.2 percent;
(8) with respect to wages received during the calendar years

1971 and 1972, the rate shall be 4.0 percent;
(4) with respect to wages received during the calendat year

1978, the rate shall be 4.85 percent;
(5) with respect to wages received during the calendar years

1974 through 2010, the rate shall be 4.95 percent; and
(6) with respect to wages received after December 81, 2010,

the rate shall be 5.95 percent,
(b) HosrrtAL TxsURAxCL-Tn 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 8121(a)) received by, him with respect to employ-
"nent (as defined in section 8121 (b)) - ' 'ý

(1) with reject to wages received during the calendar years
1968, 1969, 1970, 1971, and 1972, the rate shall be 0.60 percent;

(2) with respect to wages received during the calendar year
1978, the rate shall be 1.0 percent;

(8) with respect to wages received during the calendar years
1974 through 1977, the rate shall be 0.90 percent;

(4) with respect to wages received during the calendar years
1978 through 1980, the rate shall be 1.10 percent;

(5) with respect to wages received during the calendar years
1981 through 1985, the rate shall be 1.35 percent; and

(6) with respect to wages received after December 81, 1985,
the rate shall be 1.50 percent.

BEC. 3102. DEDUCTION OF TAX FROM WAGES.
(a) RF.QumEErrT.--The tax imposed by section 3101 shall be col-

lected by the employer of the taxpayer, by deducting the amount of
the tax from the wages as and when paid. An employer who in any
calendar quarter pays to an employee cash remuneration to which
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paragraph (7) (B) or (C) or (10) of section 8121(a) is applicable
may deduct an amount equivalent to such tax from any such payment
of remuneration, even though at the time of payment the total amount
of such remuneration paid to the employee by the employer in the
calendar quarter is less than $50; and an employer who in any calendar
year pays to an employee cash remuneration to which paragraph (8)
(B) of section 8121 (a) is applicable may deduct an amount equivalent

'. to such tax from any such payment of remuneration, evep though at
the time of payment the total amount of such remuneration paid to the
employee by the employer in the calendar year is less than $150 and
the employee has not performed agricultural labor for the employer
on 20 days or more in the calendar year for cash remuneration com-
puted on a time basis; and an employer who is furnished by an em-
ployee a written statement of tips (received in a calendar month)
pursuant to section 6053(a) to which paragraph (12) (B) of section
8121(a) is applicable may deduct an amount equivalent to such tax
with respect to such tips from any wages of the employee (exclusive
of tips) under his control, even though at the time such statement is
furnished the total amount of the tips included in statements fur-
nished to the employer as having been received by the employee in such
calendar month in the course of his employment by such employer
is less than $20.

(b) INDRmNVICATION or EMWpLOm -Every employer required so
to deduct the tax shall be liable for the payment of such tax, and shall
be indemnified against the claims and demands of any person for the
amount of any such payment ihade by such employer.

(c) SPJUL RULE FOR Tln.-
(1) In the case of tips which constitute wages, subsection (a)

shall be applicable only to such tips as are included in a written
statement furnished to the employer pursuant to section 6053(a),
and only to the extent that collection can be made by the employer,
at or after the time such statement is so furnished and before the
close of the 10th day following calendar month (or, if para-
graph (8) applies, the 30th day following the quarter) in which
the tips were deemed paid, by deducting the amount of the tax
from such wages of the employee (excluding tips, but including
funds turned over by the employee to the employer pursuant to
paragraph (2)) as are under control of the employer.

(2) If the tax imposed by section 3101, with respect to tips
which are included in written statements furnished in any month
to the employer pursuant to sectipn 6058(a), exceeds the wages
of the employee (excluding tips) from which the employer is re-
quired to collect the tax under paragraph (1), the employee may
furnish to the employer on or before the 10th day of the following
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month (or, if paragraph (8) applies, on or before the 80th day of
the following quarter) an amount of money equal to the amount
of the excess.

(8) The Secretary or his delegate may, under regulations pre-
scribed by him, authorize employers--

(A) to estimate the amount of tips that will be reported
by the employee pursuant to section 6053(a) in any quarter
of the calendar year,

(B) to determine the amount to be deducted upon each
payment of wages (exclusive of tips) during such quarter as
if the tips so estimated comtituted the actual tips so reported,
and

(C) to deduct upon any payment of wages (other than
tips, but including funds turned over by the employee to the
employer pursuant to paragraph (2)) to such employee dur-
ing such quarter (and within 30 days thereafter) such amount
as may be necessary to adjust the amount actually deducted
upon such wages of the employee during the quarter to the
amount required to be deducted in respect of tips included in
written statements furnished to the employer during the
quarter.

(4) If the tax imposed by section 8101 with respect to tips
which constitute wages exceeds the portion of such tax which can
be collected by the employer from the wages of the employee pur-
suant to paragraph (1) or paragraph (8), such excess shall be
paid by the employee.

SUBCHAPTER B-TAX ON EMPLOYERS

SEC. 3111. RATE OF TAX.
(a) Owi-Ax, SURVIVORs, AND DISABILrrI IsujuAx'c--In addition

to other taxes, there is hereby imposed on every employer an excise
tax, with respect to having individuals in his employ, equal to the
following percentages of the wages (as defined in section 8121(a))
paid by him with respect to employment (as defined in section
8121(b))-

(1) with respect to wages received during the calendar year
1968, the rate shall be 8.8 percent;

(2) with respect to wages received during the calendar years
1969 and 1970, the rate shall be 4.2 percent;

(8) with respect to wages received during the calendar years
1971 and 1972, the rate shall be 4.6 percent;

(4) with respect to wages paid during the calendar year 1978,
the rate shall be 4.85 percent;

(5) with respect to wages paid during the calendar years 1974
through 2010, the rate shall be 4.95 percent; and
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(6) with respect to wages paid after December 81, 2010, the rate
shall be 5.95 percent.

(b) HosPrrAi. Ixasu'Awc&.-In addition to the tax imposed by the
preceding subsection, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121 (a))
paid by him with respect to employment (as defined in section 3121(b))--

(1) with respect to wages paid during the calendar years 1968,
1969, 1970, 1971, and 1972, the rate shall be 0.60 percent;

(2) with respect to wages paid during the calendar year 1973,
the rate shall be 1.0 percent;

(3) with I respect to wages paid during the calendar years 1974
through 1977, the rate shall be 0.90 percent;

(4) with respect to wages paid during the calendar years 1978
through 1980, the rate shall be 1.10 percent;

(5) with respect to wages paid during the calendar years 1981
through 1985, the rate shall be 1.35 percent; and

(0) with respect to- wages paid after December 31, 1985, the
rate shall be 1.50 percent.

SEC. 3112. INSTRUMENTALITIES OF TIlE UNITED STATES.
Notwithstanding any other provision of law (whether enacted

before or after the enactment of this section) which grants to any
Instrumentality of the United States an exemption from taxation,
such instrumentality shall not be exempt from the tax imposed by
section 8111 unless such other provision of law grants a specific exemp-
tion, by reference to section 3111 (o'r the corresponding section of
prior law), from the tax imposed by such section.
SEC. 3113. DISTRICT OF COLUMBIA CREDIT UNIONS.

Notwithstanding the provisions of section 16 of the Act of June 23,
1932 (D.C. Code, see. 2"-516; 47 Stat. 331), or any other provision
of law (whether enacted before or after the enactment of this section)
which grants to any credit union chartered pursuant to such Act of
June 23, 1932, an exemption from taxation, such credit union shall
not be exempt from the tax imposed by section 3111.

SUBCHAPTER C-GENERAL PROVISIONS
Page

Aec. 3121. Definitions -------------------------------------- 582
See. 3122. Federal service ----------------------------------- 608
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[Revs Noevember I
SEC. 3121. DEFINITIONS

(a) WAoss,--For purposes of this chapter, the term "wapge" means
all remuneration for employment, including the cash value of all
remuneration paid in any medium other than cash; except that such
term shall not include-

(1) that part of the remuneration which, after remuneration (other
than remuneration referred to in the succeeding paragraphs of this
subsection) equal to the contribution and benefit base I (as determined
tinder section 230 of the Social Security Act) with respect to em-
ployment has been paid to an individual by an employer during
the calendar year with respect to which such contribuiton and bene-
fit base is effective, is paid to such individual by such employer dur-
ing such calendar year. If an employer (hereinafter referred to as
successor employer) during any calendar year acquires substantially
all the property used in a trade or business of another employer (here.
inafter referred to as a predecessor), or used in , separate unit of
a trade or business of a predecessor, and immediately after the acqui-
sition employs in his trade or business an individual who immediately
prior to the acquisition was employed in the trade or business of
such predecessor, then, for the purpose of determining whether the
successor employer has paid remuneration (other than remuneration
referred to in the succeeding paragraphs of this subsection) with
respect to employment equal to the contribution and benefit base I
(as determined under section 230 of the Social Security Act) to
such individual during such calendar year, any remuneration (other
than remuneration referred to in the succeeding paragraphs of this
subsection) with respect to employment paid (or considered under this
paragraph as having been paid) to such individual by such predecessor
during such calendar year and prior to such acquisition shall be con-
sidered as having been paid by such successor employer;

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an em-
ployer which makes provision for his employees generally (or for
his employees generally and their dependents) or for a class or classes
of his employees (or for a class or classes of LiU employees and their
dependents), on account of-

(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;
(8) any payment made to an employee (including any amount

. o000 for 1972; $10,800 for 19?8; $18.200 for 1974: $14.100 for 19?5; $15.300 for
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paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an employer to, or on behalf
of, an employee after the expiration of 6 calendar months follow-
ing the last calendar month in which the employee worked for
such employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary-

(A) from or to a trust described in section 401(a) which is
exempt from tax under section 501(a) at the time of such
payment unless such payment is made to an employee of the
truwt as remuneration for services rendered as such employee
and not as a beneficiary of the trust,

(B) under or to an annuity plan which, at the time of such
payment, is a plan described in section 408(a), or

(C) under or to a bond purchase plan which, at the time
of such payment, is a qualified bond purchase plan described
in section 405(a) ;

(6) the payment by an employer (without deduction from the
remuneration of the employee)-

(A) of the tax imposed upon an employee under section
8101 (or the corresponding section of prior law), or

(B) of any payment required from an employee under a
State unemployment compensation law;

(7) (A) remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or
business or for domestic service in a private home of the employer;

(B) cash remuneration paid by an employer in any calen-
dar quarter to an employee for domestic service in a private
home of the employer, if the cash remuneration paid in such
quarter by the employer to the employee for such service is
less than $50. As used in this subparagraph, the term "domes-
tic service in a private home of the employer," does not in-
clude service described in subsection (g) (5) ;

(C) cash remuneration paid by an employer in any calendar
quarter to an employee for service not in the course of the em-
ployer's trade or business, if the cash remuneration paid in
such quarter by the employer to the employee for such service
is less than $50. As used in this subparagraph, the term "serv-
ice not in the course of the employer's trade or business" does
not include domestic service in a private home of the em-
ployer and does not include service described in subsection
(g)(5) ;
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(8) (A) remuneration paid in any medium other than cash for
agricultural labor;

(B) cash remuneration paid by an employer in any calen.
dar year to an employee for agricultural labor unless (i) the
cash remuneration paid in such year by the employer to the
employee for such labor is $150 or more, or (ii) the employee
performs agricultural labor for the employer on 20 days or
more during such year for cash remuneration computed on a
time basis;

(9) any payment (other than vacation or sick pay) made to
an employee after the month in which-

(A) in the case of a man, he attains the age of 65, or
(B) in the case of a woman, she attains the age of 62,

if such employee did not work for the employer in the period for
which such payment is made;

(10) remuneration paid by an employer in any calendar quar-
ter to an employee for service described in subsection (d) (8) (0)
(relating to home workers), if the cash remuneration paid in such
quarter by the employer to the employee for such service is les
than $50;

(11) remuneration paid to or on behalf of an employee if (and
to the extent that) at the time of the payment of such remunera-
tion it is reasonable to believe that a corresponding deduction is
allowable under section 217;

(12)(A) tips paid in any medium other than cash;
(B) cash tips received by an employee in any calendar month

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

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

(A) upon or after the termination of an employee's em-
ployment relationship because of (i) death, (ii) retirement
for disability, or (iii) retirement after attaining an age spec-
ified in the plan referred to in subparagraph (B) or in a pen-
sion plan of the employer, and

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

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

(14) any payment made by an employer to a survivor or the
estate of a former employee after the calendar year in which such
employee died;
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(15) any payment made by an employer to an employee, if at
the time such payment is made such employee is entitled to disa-
bility insurance benefits under section 223(a) of the Social Se-
curity Act and such entitlement commenced prior to the calendar
year in which such payment is made, and if such employee did not
perform any services for such employer during the period for
which such payment is made.

(b) EMrwnmLrr.--For purposes of this chapter, the term "em-
ployment" means any service performed after 1986 and prior to 1955
which was employment for purposes of subchapter A of chapter 9 of
the Internal Revenue Code of 1989 under the law applicable to the
period in which such service was performed, and any service, of what-
ever nature, performed after 1954 either (A) by an employee for the
person employing him, irrespective of the citizenship or residence of
either, (i) within the United States, or (ii) on or in connection with
an American vessel or American aircraft under a contract of service
which is entered into within the United States or during the perform-
ance of which and while the employee is employed on the vessel or
aircraft it touches at a port in the United States, if the employee is
employed on and in connectiQn with such vessel or aircraft when out-
side the United States, or (B) outside the United States by a citizen
of the United States as an employee for an American employer (as
defined in subsection (h)); except that, in the case of service per.
formed after 1954, such term shall not include-

(1) service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended (65 Stat. 119; 7 U.S.C.
1461-1468), or (B) lawfully admitted to the United States from
the Bahamas, Jamaica, and the other British West Indies, or
from any other foreign country or possession thereof, on a tem.
porary basis to perform agricultural labor;

(2) domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) service performed by an individual in the employ of
his spouse, and service performed by a child under the age of 21
in the employ of his father or mother;

(B) service not in the course of the employer's trade or busi-
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;
except that the provisions of this subparagraph shall not be
applicable to such. domestic service if-

(i) tlhe employer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
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home who has a mental or physical condition which resulta
in such spouse's being incapable of caring for a son, daughter,
stepson, or stepdaughter (referred to in clause (ii)) for at
least 4 continuous weeks in the calendar quarter in which the
service is rendered, and

(i0) a son, daughter, stelson, or stepdaughter of such em.
ployer is living in the home, and

(iii) the son, daughter, stepson, or stepdaughter (referred
to in clause (iI)) has not attained age 18 or has a mental
or physical condition which requires the personal care and
supervision of an adult for at least 4 continuous weeks in
the calendar quarter in which the service is rendered;

(4) service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft not an American aircraft, if (A) the individual is
employed on and in connection with such vessel or aircraft,
when outside the United States and (B) (i) such individual is not
a citizen of the United States or (il) the employer is not an
American employer;

(5) service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from the
tax imposed by section 3111 by virtue of any provision of law
which specifically refers to such section (or the corresponding
section of prior law) in granting such exemption;

(6) (A) service performed in the employ of the United States
or in the employ of any instrumentality of the United States, if
such service is covered by a retirement system established by a law
of the United States;

(B) service performed by an individual in the employ of an
instrumentality of the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal
Revenue Code of 1939 on December 31. 1950, and if such service
is covered by a retirement system established by such instrumen-
tality; except that the provisions of this subparagraph shall not be
applicable to-

(i) service performed in the employ of a corporation which
is wholly owned by the United States;

(ii) service performed in the employ of a Federal land
bank, a Federal intermediate credit bank. a bank for coop-
eratives, a Federal land bank association, a production credit
association, a Federal Reserve Bank, a Federal Home Loan
Bank, or a Federal Credit Union;

(iii) service performed in the employ of a State, county,
or community committee under the Commodity Stabilization
Service;
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(iv) service performed by a civilian employee, not com-
pensated from funds approprated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Ex.
changes, or other activities, conducted by an instrumentality
of the United States subject to the jurisdiction of the Seem.
tary of Defense, at installations of the Department of Do.
tense for the comfort, pleasure, contentment, and mental and
physical improvement of personnel of such Department; or

(v) service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru.
mentality of the United States subject to the jurisdiction of
the Secretary of the Treasury, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of the Coast Guard;

(C) service performed in the employ of the United States or
in the employ of any instrumentality of the United States, if such
service is performed-

(I) as the President or Vice President of the United States
or as a Member, Delegate, or Resident Commissioner of or
to the Congress;

(ii) In the legislative branch;
(iii) in a penal institution of the United States by an

inmate thereof;
(iv) by any individual as an employee included under sec-

tion 5851(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom subchapter IH of chapter
88 of title 5, United States Code, does not apply because
such individual is subject to another retirement system (other
than the retirement system of the Tennessee Valley Author-
ity); or

(7) service performed in the employ of a State, or any politi-
cal subdivision thereof, or any instrumentality of any one more
of the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the case of-

(A) service which, under subsection (j), constitutes cov-
ered transportation service,

44•361; 4•-8340 w 16 - 38
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(B) service in the employ of the Government of Guam

or the Government of American Samoa or any political sub-
division thereof, or of any instrumentality of any one or
more of the foregoing which is wholly owned thereby, per-
formed by an officer or employee thereof (including a mem-
ber of the legislature of any such Government or political
subdivision), and, for purposes of this title with respect to
the taxes imposed by this chapter--

(i) any person whose service as such an officer or em-
ployee is not covered by a retirement system established
by a law of the United States shall not, with respect to
such service, be regarded as an employee of the United
States or any agency or instrumentality thereof, and

(Hi) the remuneration for service described in clause
(i) (including fees paid to a public official) shall be
deemed to have been paid by the Government of Guam
or the Government of American Samoa or by a political
subdivision thereof or an instrumentality of any one or
more of the forgoing which is wholly owned thereby,
whichever is appropriate,

(C) service performed in the employ of the District of
Columbia or any instrumentality which is wholly owned
thereby, if such service is not covered by a retirement system
established by a law of the United States; except that the
provisions of this subparagraph shall not be applicable to
service performed-

(i) in a hospital or penal institution by a patient or
inmate thereof;

(ii) by any individual as an employee included under
section 5351(2) of title 5, United States Code (relating
to certain interns, student nurses, and other student em-
ployees of hospitals of the District of Columbia Govern-
ment), other than as a medical or dental intern or as a
medical or dental resident in training;

(iii) by an individual as an employee serving on a
temporary basis in case of fire, storm, snow, earthquake,
flood or other similar emergency; or

(iv) by a member of a board, committee, or council of
the District of Columbia, paid on a per diem, meeting, or
other fee basis, or

(D) service performed in the employ of the Government
of Guam (or any instrumentality which is wholly owned by
such Government) by an employee properly classified as a
temporary or intermittent employee, if such service is not
covered by a retirement system established by a law of Guam;
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except that (i) the provisions of this subparagraph shall not,
be applicable to services performed by an elected official or a
member of the legislature or in a hospital or penal institution
by a patient or inmate thereof, and (ii) for purposes of this
subparagraph, clauses (i) and (ii) of subparagraph (B)
shall apply;

(8) (A) service performed by a duly ordained, commissioned,
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order, except that this subparagraph shall not apply to
service performed by a member of such an order in the exercise
of such duties, if an election of coverage under section 8121(r)
of the Internal Revenue Code of 1954 is in effect with respect to
such order, or with respect to the autonomous subdivision thereof
to which such member belongs;

(B) service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (8)
which is exempt from income tax under section 501(a), but this
subparagraph shall not apply to service performed during the
period for which a certificate, filed pursuant to subsection (k)
(or the corresponding subsection of prior law), is in effect if such
service is performed by an employee-

(i) whose signature appears on the list filed by such orga-
nization under subsection (k) (or the corresponding sub-
section of prior law),

(Hi) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to in clause (iii) was filed, or
a(iii) who, after the calendar quarter in which the certifi-

cate was filed with respect to a group described in section
8121(k) (1) (E), became a member of such group,

except that this subparagraph shall apply with respect to service
performed by an employee as a member of a group described in
section 8121(k) (1) (B) with respect to which no certificate is in
effect;

(9) service performed by an individual as an employee or em-
ployee representative as defined in section 3281;

(10) (A) service performed in any calendar quarter in the
employ of any organization exempt from income tax under sec.
tion 501(a) (other than an organization described in section
401(a) or under section 521, if the remuneration for such service
is less than $50;

(B) service performed in the employ of-
(I) a school, college, or university, or
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(ii) an organization described in section 509(a) (8) if the
organization is organized, and at all times thereafter is oper-
ated, exclusively for the benefit of, to perform the functions
of, or to carry out the purposes of a school, college, or univer-
sity and is operated, supervised, or controlled by or in con-
nection with such school, college, or university, unless it is a
school, college, or university of a State or a political sub-
division thereof and the services performed in its employ by
a student referred to in section 218(c) (55) of the Social
Security Act are covered under the agreement between the
Secretary of Health, Education, and Welfare and such State
entered into pursuant to section 218 of such Act:

if such service is performed by a student who is enrolled and
regularly attending classes at such school, college, or university;

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) if the service is of a character similar to that. per-
formed in foreign countries by employees of the United States
Government or of an instrumentality thereof; and

(B) if the Secretary of State, shall certify to the Secre-
tary that the foreign government, with respect to whose in-
strumentality and employees thereof exemption is claimed,
grants an equivalent exemption with respect to similar serv-
ice performed in the foreign country by employees of the
United States Government and of instrumentalities thereof;

(18) service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is en-
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law;

(14) (A) service performed by an individual under the age of
18 in the delivery or distribution of newspapers or shopping
news, not including delivery or distribution to any point for sub-
sequent delivery or distribution;

(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be credited with the unsold newspapers
or magazines turned back;
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(15) service performed in the employ of an international
organization;

(18) service performed by an individual under an arrangement
with the owner or tenant ot land pursuant to which-

(A) such individual undertakes to produce agricultural
or horticultural commodities (including livestock, bees, poul-
try, and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities pro.
duced by such individual, or the proceeds therefrom, are to
be divided between such individual and such owner or tenant,
and

(C) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) service in the employ of any organization which is per-
formed (A) in any quarter during any part of which such organi-
zation is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requiring such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization, and (B) after June
30,1956;

(18) service performed in Guam by a resident of the Republio
of the Philippines while in Guam on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101(a)
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C.
1101 (a) (15) (H) (ii) ); or

(19) service which is performed by a nonresident alien indi-
vidual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of sec-
tion 101(a) (15) of the Immigration and Nationality Act, as
amended and which is performed to carry out the purpose speci-
fied in subparagraph (F) or (J), as the case may be.

(c) INCLUDED AND ExcUDw Suamvec.-For purposes of this chap.
ter, if the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the services
of such employee for such period shall be deemed to be employment.
As used in this subsection, the term "pay period" means a period (of
not more than 81 consecutive days) for which a payment of remunera-
tion is ordinarily made to the employee by the person employ him.
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This subsection shall not be applicable with resped to services per-
formed in a pay period by an employee for the person employing him,
where any of such service is excepted by subsection (b) (9).

(d) Em nu.--For purposes of this chapter, the term "employee"
means-

(1) any officer of a corporation; or
(2) any individual who, under the usual common law rules ap.

plicable in determining the employer-employee relationship, has
the status of an employee; or

(8) any individual (other than an individual who is an eam-
ployee under paragraph (1) or (2)) who performs services for
remuneration for any person-

(A) as an agent-driver or eommission-driver engaged in
distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or laun-
dry or dry-cleaning services, for his principal;

(B) as a full-time life insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such per-
son which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an
agent-driver or commission-driver, engaged upon a full-time
basis in the solicitation on behalf of, and the transmission to,
his principal exceptt for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers, con-
tractors, or operators of hotels, restaurants, or other similar
establishments for merchandise for resale or supplies for use
in their business operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term "em-
ployee" under the provisions of this paragraph if such individual
has a substantial investment in facilities used in connection with
the performance of such services (other than in facilities for
transportation), or if the services are in the nature of a single
transaction not part of a continuing relationship with the person
for whom the services are performed.

(e) STATE, UNITED STATES, AND Cizzn.--For purposes of this
chapter-

(1) STAT--The term "State" includes the District of Colum-
bia, the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, and American Samoa.
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(2) Usxi= STATE.--ThS term "United States" when used m

a geographical sense includes the Commonwealth of Puerto Rico,
the Virgin Islands, Guam, and American Samoa.

An Individual who is a citizen of the Commonwealth of Puerto Rico
(but not otherwise a citizen of the United States) shall be considered,
for purposes of this section, as a citizen of the United States.

(f) Ammumax Vzsur &.' Atcwr.--For purposes of this chap-
•• tter, the term "American vessel" means any vessel documented or

numbered under the laws of the United States; and includes any vessel
which is neither documented or numbered under the laws of the
United States nor documented under the laws of any foreign country,
if its crew is employed solely by one or more citizens or residents of
the United States or corporations organized under the laws of the
United States or of any State; and the term "American aircraft"
mean an aircraft registered under the laws of the United States,

(g) AoRcULTuRVI, LAosR.-For purposes of this chapter, the term
"agricultural labor" includes all service performed-

(1) on a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the rais-
ing, shearing, feeding, caring for, training, and management of
livestock, bees, poultry, and fur-bearing animals and wildlife;

(2) in the employ of the owner or tenant or other operator of a
farm, in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such service
is performed on a farm;

(8) in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15(g)
of the Agricultural Marketing Act, as amended (46 Stat. 1550,
§ 8; 12 U.S.C. 1441j), or in connection with the ginning of cotton,
or in connection with the operation or maintenance of ditches,
canals, reservoirs, or waterways, not owned or operated for profit,
used exclusively for supplying and storing water for farming
purposes;

(4) (A) in the employ of the operator. of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing or delivering to storage or to market or to a carrier
for transportation to market in its unmanufactured state, any
agricultural or horticultural commodity; but only if such opera-
tor produced more than one-half of the commodity with respect
to which such service is performed;
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(B) in the employ of a group of operators of farms (other

than a cooperative organization) in'the performance of service
described in subparagraph (A), but only if such operators pro-
duced all of the commodity with respect to which such service
is performed. For purposes of this subparagraph, any unincor-
porated group of operators shall be deemed a cooperative organi-
zation if the number of operators comprising such group is more
than 20 at any time during the calendar quarter in which such
service is performed;

(0) the provisions of subparagraphs (A) and (B) shall not
be deemed to be applicable with respect to service performed in
connection with commercial canning or commercial freezing or
in connection with any agricultural or horticultural commodity
after its delivery to a terminal market for distribution for con-
sumption; or

(5) on a farm operated for profit if such service is not in the
course of the employer's trade or business or is domestic service
in a private home of the employer.

As used in this subsection, the term "farm" includes stock, dairy,
poultry, fruit, fur-bearing animal, and truck farms, plantations.
ranches, nurseries, ranges, greenhouses or other similar structures used
primarily for the raising of agricultural or horticultural commodities,
and orchards.

(h) Axuwc&ti Exrrymo.--For purposes of this chapter, the term
"American employer" means an employer which is-

(1) the United States or any instrumentality thereof,
(2) an individual who is a resident of the United States,
(8) a partnership, if two-thirds or more of the partners are

residents of the United States,
(4) a trust, if all of the trustees are residents of the United

States, or
(5) a corporation organized under the laws of the United

States or of any State.
(i) COXPrrATtoX. oF WAoES nx CCrtrAi CAM.--

(1) Doxzrc szEavic.-For purposes of this chapter, in the
case of domestic service described in subsection (a) (7) (B), any
payment of cash remuneration for such service which is more
or less than a whole-dollar amount shall, under such conditions
and to such extent as may be prescribed by regulations made under
this chapter, be computed to the nearest dollar. For the purpose
of the computation to the nearest dollar, the payment of a frac-
tional part of a dollar shall be disregarded unless it amounts to
one-half dollar or more, in which case it shall be increased to $1.
The amount of any payment of cash remuneration so computed
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to the nearest dollar shall, in lieu of the amount actually paid, be
deemed to constitute the amount of cash remuneration for pur-
poems of subsection (a) (?) (B).

(2) Sutoicx m inu uxn wm s zm c m .--For purposes of this
chapter, in the cae of an individual performing service, as a
member of a uniformed service, to which the provisions of sub-
section (in) (1) are applicable, the term "wages" shall, subject to
the provisions of subsection (a) (1) of this section, include as
such individual's remuneration for such service only his basio
pay as described in section 109(10) of the Servicemen's and Vet.
erans' Survivor Benefits Act.

(8) PxAcs coue voLu~rmmu savic--For purposes of this chap.
ter, in the case of an individual performing service, as a volun-
teer or volunteer leader with the meaning of the Peace Corps
Act, to which the provisions of section 8121(p) are applicable,
the term "wages" shall, subject to the provisions of subsection
(a) (1) of this section, include as such individual's remuneration
for such service only amounts paid pursuant to section 5(o) or
6(1) of the Peace Corps Act.

(4) Snvzca mnvmmo m r cuaTv mxuamms or Rmotous o0-
DEns.-For purposes of this chapter, in any cam where an indi.
vidual is a member of a religious order (as defined in subsection
(r) (2)) performing service in the exercise of duties required
by such order, and an election of coverage under subsection (r)
is in effect with respect to such order or with respect to the auton-
omous subdivision thereof to which such member belongs, the
term "wages" shall, subject to the provisions of subsection (a)
(1), include as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other
perquisites furnished to such member by such order or subdivision
thereof or by any other person or organization pursuant to an
agreement with such order or subdivision, except that the amount
included as such individual's remuneration under this paragraph
shall not be less than $100 a month.

(j) CoVzaw TRANSPORTATION Suzvic&-For purposes of this
chapter--

(1) EXIs'MNo TRANSPOWRATION' sYTrZ --- ENRAL RULL--EX-
cept as provided in paragraph (2), all service performed in the
employ of a State or political suiivision in connection with its
operation of a public transportation system shall constitute cov-
ered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1986 and prior to
1951.
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(2) Eximno TRANuorRAToN sYrsTEM-CAsE in wwea wo

TRANSPORTATION R XLo•YoA ORt ONLY CRTAIX BMrOWRE, ARE COV-
um.--Service performed in the employ of a State or political
subdivision in connection with the operation of its public trans-
portation system shall not constitute covered transportation serv-
ice if-

(A) any part of the transportation system was acquired
from private ownership after 1936 and prior to 1951, and
substantially all service in connection with the operation of
the transportation system was, on December 81,1950, covered
under a general retirement system providing benefits which,
by reason of a provision of the State constitution dealing
specifically with retirement systems of the State or political
subdivisions thereof, cannot be diminished or impaired; or

(B) no part of the transportation system operated by the
State or political subdivision on December 81, 1950, was ac-
quired from private ownership after 1986 and prior to 1951;

except that if such State or political subdivision makes an acqui-
sition after 1950 from private ownership of any part of its trans-
portation system, then, in the case of any employee who--

(C) became an employee of such State or political subdi-
vision in connection with mad at the time of its acquisition
after 1950 of such part, and

(D) prior to such acquisition rendered service in employ-
ment (including as employment service covered by an agree-
ment under section 218 of the Social Security Act) in con-
nection with the operation of such part of the transportation
system acquired by the State or political subdivision,

the service of such employee in connection with the operation of
the transportation system shall constitute covered transportation
service, commencing with the first day of the third calendar quar-
ter following the calendar quarter in which the acquisition of such
part took place, unless on such first day such service of such em-
ployee is covered by a general retirement system which does not,
with respect to such employee, contain special provisions appli-
cable only to employees described in subparagraph (C).

(8) TRAaisPowrrATIOx SsrEMS ACQXUHO AMR ioo.--All serv-
ice performed in the employ of a State or political subdivision
thereof in connection with its operation of a public transporta-
tion system shall constitute covered transportation service if the
transportation system was not operated by the State or political
subdivision prior to 1951 and, at the time of its first acquisition
(after 1950) from private ownership of any part of its transpor-
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station system, the State or political subdivision did not have a
general retirement system covering substantially all service per.
formed in comnection with the operation of the transportation
system.

(4) Dzzirrios.--For the purposes of this subsection-
(A) The term "general retirement system" means any

pension, annuity, retirement, or similar fund or system estab
lished by a State or by a political subdivision thereof for
employees of the State, political subdivision, or both; but
such term shall not include such a fund or system which
covers only service performed in positions connected with
the operation of Its public transportation system.

(B) A transportation system or a part thereof shall be
considered to have been acquired by a State or political sub-
division from private ownership if prior to the acquisitionI

service performed by employees in connection with the oper-
ation of the system or part thereof acquired constituted
employment under this chapter or subchapter A of chapter
9 of the Internal Revenue Code of 1989 or was covered by an
agreement made pursuant to section 218 of the Social Security
Act and some of such employees became employees of the
State or political subdivision in connection with and at the
time of such acquisition.

(C) The term "political subdivision" includes an instru.
mentality of--

(i) a State,
(ii) one or more political subdivisions of a State, or
(iii) a State and one or more of its political

subdivisions
(k) Exzwrrox or Raurious, Cmrml-aB Aa C=n wr Orumu

ORUNLzAnON&S-
(1) WAxviR o UUMFON BYT ORANUATION.--

(A) An organization described in section 5l(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)
certifying that it desires to have the insurance system estab-
lished by title II of the Social Security Act extended to
service performed by its employees. Such certificate may
be filed only if it is accompanied by a list containing the
signature, address, and social security account number (if
any) of each employee (if any) who concurs in the filing
of the certificate. Such list may be amended at any time prior
to the expiration of the twenty-fourth month following the
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calendar quarter in which the certificate is filed by filing with
the prescribed official a supplemental list or lists containing
the signature, address, and social security account number (if
any) of each additional employee who concurs in the filing of
the certificate. The list and any supplemental list shall be
filed in such form and manner as may be prescribed by regu-
lations made under this chapter.

(B) The certificate shall be in effect (for purposes of sub-
section (b) (8) (B) and for purposes of section 210(a) (8) (B)
of the Social Security Act) for the period beginning with
whichever of the following may be designated by the
organization:

(i) the first day of the calendar quarter in which the
certificate is filed,

(ii) the first day of the calendar quarter succeeding
such quarter, or

(iii) the first day of any calendar quarter preceding
the calendar quarter in which the certificate is filed, ex-
cept that such date may not be earlier than the first day
of the twentieth calendar quarter preceding the quarter
in which such certificate is filed.

(C) In the case of service performed by an employee whose
name appears on a supplemental list filed after the first month
following the calendar quarter in which the certificate is filed,
the certificate shall be in effect (for purposes of subsection
(b) (8) (B) and for purposes of section 210(a) (8) (B) of the
Social Security Act) only with respect to service performed
by such individual for the period beginning with the first
day of the calendar quarter in which such supplemental list
is filed.

(D) The period for which a certificate filed pursuant to
this subsection or the corresponding subsection of prior law
is effective may be terminated by the organization, effective
at the end of a calendar quarter, upon giving 2 years' advance
notice in writing, but only if, at the time of the receipt of
such notice, the certificate has been in effect for a period of
not less than 8 years. The notice of termination may be re-
yoked by the organization by giving, prior to the close of
the calendar quarter specified in the notice of termination,
a written notice of such revocation. Notice of termination or
revocation thereof shall be filed in such form and manner,
and with such official, as may be prescribed by regulations
made under this chapter.

(E) If an organization described in subparagraph (A)
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employs both individuals who ar In positions covered by a
pension annuity, retirement, or similar fund or system w-
tablished by a State or by a political subdivision thereof and
individuals who are not In such positions, the organization
shall divide its employees into two separate groups. One group
shall consist of all employees who are in positions covered
by such a fund or system and (i) aen members of uch fund
or system, or (Hi) are not members of such fund or system
but are eligible to become members thereof; and the other
group shall consist of all remaining employees. An orga-
nization which has so divided its employees into two groups
may file a certificate pursuant to subparagraph (A) with
respect to the employees in either group, or may file a separate
certificate pursuant to such subparagraph with respect to the
employees in each group.

(F) An organization which fioed a certificate under this
subsection after 1955 but prior to the enactment of this sub*
paragraph may file a request at any time before 1960 to have
such certificate effective, with respect to the service of in-
viduals who concurred in the filing of such certificate (ini-
tially or through the filing of a supplemental list) prior to
enactment of this subparagraph and who concur in the filing
of such new request, for the period beginning with the first
day of any calendar quarter preceding the first calendar
quarter for which it was effective and following the last
calendar quarter of 1955. Such request shall be filed with
such official and in such form and manner as may be pre-
saribed by regulations made under this chapter. If a request
is filed pursuant to this subparagraph-

(i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return or pay tax), the due date for
the return and payment of the tax for any calendar
quarter resulting from the filing of such request shall be
the last day of the calendar month following the calendar
quarter in which the request is filed; and

(ii) the statutory period for the asessment of such
tax shall not expire before the expiration of 3 years from
such due date.

(G) If a certificate filed pursuant to this paragraph is
effective for one or more calendar quarters prior to the
quarter in which the certificate is filed, then-(I) for purposes of computing interest and for pur-

poses of section 6651 relating to addition to tax for
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failure to file tax return or pay tax), the due date for
the return and pavment of the tax for such prior calendar
quarters resulting from the filing of such certificate shall
be the last day of the calendar month following the
calendar quarter in which the certificate is filed; and

(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of 3 years from
such due date.

(H) An organization which files a certificate under sub-
paragraph (A) before 1986 may amend such certificate dur-
ing 1965 or 1966 to make the certificate effective with the first
day of any calendar quarter preceding the quarter for which
such certificate originally became effective, except that such
date may not be earlier than the first day of the twentieth
calendar quarter preceding the quarter in which such certifi-
cate is so amended. If an organization amends its certificate
pursuant to the preceding sentence, such amendment shall
be effective with respect to the service of individuals who
concurred in the filing of such certificate (initially or
through the filing of a supplemental list) and who concur
in the filing of such amendment. An amendment to a cer-
tificate filed pursuant to this subparagraph shall be filed with
such official and in such form and manner as may be pre-
scribed by regulations made under this chapter. If an
amendment is filed pursuant to this subparagraph-

(i) for purposes of computing interest and for pur-
poses of section 6851 (relating to addition to tax for
failure to file tax return or pay tax), the due date for
the return and payment of the tax for any calendar quar-
ter resulting from the flying of such an amendment shall
be the last day of the calendar month following the cal-
endar quarter in which the amendment is filed; and

(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of three years
from such due date.

(2) TýMINATION OF WAVERt PERIOD BY SECRETARY OR M115 DEIL-
OATE.-If the Secretary or his delegate finds that any organiza-
tion which filed a certificate pursuant to this subsection or the
corresponding subsection of prior law has failed to comply sub-
stantially with the requirements applicable with respect to the
taxes imposed by this chapter or the corresponding provisions of
prior law or is no longer able to comply with the requirements
applicable with respect to the taxes imposed by this chapter, the
Secretary or his delegate shall give such organization not less than
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60 days' advance notice in writing that the period covered by such
certificate will terminate at the end of the calendar quarter specd.
fled in such notice. Such notice of termination may be revoked by
the Secretary or his delegate by giving, prior to the close of the
calendar quarter specified in the notice of termination, written
notice of such revocation to the organization. No notice of ter-
mination or of revocation thereof shall be given under this para.
graph to an organization without the prior concurrence of the
Secretary of Health, Fiucation, and Welfare.

(8) No ax.cwAL or wAn'ev.-In the event the period covered
by a certificate filed pursuant to this subsection or the correspond-
ing subsection of prior law is terminated by the organization, no
certificate may again be filed by such organization pursuant to
this subsection.

(I) Aonmwws EBi'sm Irro m•y Doirz o ColRoRAaions Wrai
Rwzwr 7o Fomo.- SvwsmrAsm--

(1) Aouxmxr wrmrnzmpcr To VKIemax xuMLoPWYc or roumo.
saism i-The Secretary or his delegate shall, at the request
of any domestic corporation, enter into an agreement (in such
form and manner as may be prescribed by the Secretary or his
delegate) with any such corporation which desires to have the
insurance system established by title I1 of the Social Security
Act extended to service performed outside the United States in
the employ of any one or more of its foreign subsidiaries (as
defined in paragraph (8)) by all employees who are citizens of
the United States, except that the agreement shall not be appli-
cable to any service performed by, or remuneration paid to, an
employee if such service or remuneration would be excluded from
the term "employment" or "wages", as defined in this section, had
the service been performed in the United States. Such agreement
may be amended at any time so as to be made applicable in the
same manner and under the same conditions, with respect to any
other foreign subsidiary of such domestic corporation. Such agree-
ment shall be applicable with respect to citizens of the United
States who, on or after the effective date of the agreement, are
employees of and perform services outside the United States for
any foreign subsidiary specified in the agreement. Such agree-
ment shall provide-

(A) that the domestic corporation shall pay to the Secre-
tary or his delegate, at such time or times as the Secretary or
his delegate may by regulations prescribe, amounts equiva-
lent to the sum of the taxes which would be imposed by sec-
tions 8101 and 8111 (including amounts equivalent to the

0OI



o03
interest, additions to the taxes, additional amounts, and pen-
alties which would be applifable) with respect to the remu-
neration which would be wages if the services covered by the
agreement constituted employment as defined in this section;
and

(B) that the domestic corporation will comply with such
regulations relating to payments and reports as the Secretary
or his delegate may prescribe to carry out the purposes of this
subsection.

(2) Emn'rivcT PRIO•OD O, Aoer.E,•..T.--An agreement entered
into pursuant to paragnrph (1) shall be in effect for the period
beginning with the first day of the calendar quarter in which such
agreement is entered into or the first day of the succeeding calen-
dar quarter, as may be specified in the agreement, but in no case
prior to January 1, 1955; except that in case such agreement is
amended to include the services performed for any other sub-
sidiary and such amendment is executed after the first month
following the first calendar quarter for which the agreement is in
effect, the agreement shall be in effect with respect to service
performed for such other subsidiary only after the calendar
quarter in which such amendment is executed.

(8) TmRIxATIO. OrF PERIOD BY % DOMESTC (-ORPORATIOX.--The
period for which an agreement entered into pursuant to para-
graph (1) of this subsection is effective may be terminated with
respect to any one or more of its foreign subsidiaries by the domes-
tic corporation, effective at the end of a calendar quarter, upon
giving two year's advance notice in writing, but only if., at the
time of the receipt of such notice, the agreement has been in effect
for a period of not less than eight years. The notice of termination
may be revoked by the domestic corporation by giving, prior to
the close of the calendar quarter specified in the notice of termina-
tion, a written notice of such revocation. Notice of termination or
revocation thereof shall be fleld in such form and manner as may
be prescribed by regulations. Notwithstanding any other provi.
sion of this subsection, the period for which any such agreement
is effective with respect to any foreign corporation shall terminate
at the end of any calendar quarter in which the foreign corpora-
tion, at any time in such quarter, ceases to be a foreign subsidiary
as defined in paragraph (8).

(4) TERMIATION OF PERIOD BY asERARYR.--If the Secretary or

his delegate finds that any domestic corporation which entered
into an agreement pursuant to this subsection has failed to comply
substantially with the terms of such agreement, the Secretary or
his delegate shall give such domestic corporation not less than
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sixty da)ys advance notice in writing that the period covered by
such agreement will terminate at the end of the calendar quarter
specified in such notice. Such notice of termination may be
revoked by the Secretary or his delegate by giving, prior to the
close of the calendar quarter specified in the notice of termination,
written notice of such revocation to the domestic corporation. No
notice of termination or of revocation thereof shall be given under
this paragraph to a domestic corporation without the prior con-
currence of the Secretary of Health, Education, and Welfare.

(5) No Jwxwr, or AGaoMTXT.--If any agreement entered
into pursuant to paragraph (1) of this subsection is terminated
in its entirety (A) by a notice of termination filed by the domestic
corporation pursuant to paragraph (8), or (B) by a notice of
termination given by the Secretary or his delegate pursuant to
paragraph (4), the domestic corporation may not again enter into
an agreement pursuant to paragraph (1). If any such agreement
is terminated with respect to any foreign subsidiary, such agree-
ment may not thereafter be amended so as again to make it appli-
cable with respect to such subsidiary.

(6) Dzrosrrs ix Tus ruxvs.-For purposes of section 201 of
the Social Security Act, relating to appropriations to the Federal
Old-Age and Survivors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund, such remuneration-

(A) paid for services covered by an agreement entered
into pursuant to paragraph (1) as would be wages if the
services constituted employment, and '

(B) as is reported to the Secretary or his delegate pur-
suant to the provisions of such agreement or of the regula-
tions issued under this subsection,

shall be considered wages subject to the taxes imposed by this
chapter.

(7) OVWAYMENS 8 AND UNIDEPAYMNT.-
(A) If more or less than the correct amount due under an

agreement entered into pursuant to this subsection is paid
with respect to any payment of remuneration, proper adjust-
ments with respxet to the amounts due under such agreement
shall be made, without interest, in such manner and at such
times as may be required bv regulations prescribed by the
Secretary or his delegate.

(B) If an overpayment cannot be adjusted under sub-
paragraph (A), the amount thereof shall be paid by the Sec-
retary or his delegate, through the Fiscal Service of the
Treasury Department, but only if a claim for such overpay-
ment is flied with the Secretary or his delegate within two
years from the time such overpayment was made.
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(8) Dwur zm op m omwo ms ums R.-For purposes of this
sub~stion and section 210(a) of the Social Security Act, a for-
eign subsidiary of a domestic corporation is-

(A) a foreign corporation not less than 20 percent of the
voting stock of which is owned by such domestic corporation;
or

(B) a foreign corporation more than 50 percent of the
voting stock of which is owned by the foreign corporation
described in subparagraph (A).

(9) Doxmso oowomwox As wAm, vzNr.-.-Each domes-
tic corporation which enters into an agreement pursuant to para-
graph (1) of this subsection shall, for purposes of this subsection
and section 6418(o) (2) (C), relating to special refunds in the
case of employees of certain foreign corporations, be considered
an employer in its capacity as a party to such agreement separate
and distinct from its identity as a person employing individuals
on its own account.

(10) R]omuAxows.-Regulations of the Secretary or his dele-
gate to carry out the purposes of this subsection shall be designed
to make the requirements imposed on domestic corporations with
respect to services covered by an agreement entered into pursuant
to this subsection the same, so far as practicable, as those im-
posed upon employers pursuant to this title with respect to the
taxes imposed by this chapter.

(i) SY.RvicR xr. Tne Ummulomw SErvicsS-For purposes of this
chapter-

(1) IUNmLUoS or swvtc.--The term "employment" shall, not-
withstanding the provisions of subsection (b) of this section, in-
clude service performed after December 1958 by an individual as
a member of a uniformed service on active duty; but such term
shall not include any such service which is performed while on
leave without pay.

(2) AcTv DuTrY.--The term "active duty" means "active duty"
as described in section 102 of the Servicemen's and Veterans' Sur-
vivor Benefits Act, except that it shall also include "active duty
for training" as described in such section.

(8) INAcz Drrr D i xAIXo.--The term inactiveo duty train-
ing" means "inactive duty training" as described in .uch section
102.

(n) MEHM OF A Uwwoum Szs~vcjL-For purpose of this chap-
ter, the term "member of a uniformed service" means any person
appointed, enlisted, or inducted in a component of the Army, Navy,
Air Force, Marine Corps, or Coast Guard (including a reserve com-
ponent of a uniformed service as defined in section 102(8) of the
Servicemen's and Veterans' Survivor Benefits Act), or in one of those

Services without specification of component, or as a commissioned

CON
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officer of the Coast and Geodetio Survey or the Regular or Reserve
Corps of the Public Health Service, and any person serving in the
Army or Air Force under call or conscription. The term includes-

(1) a retired member of any of those services;
(2) a member of the Fleet Reserve or Fleet Marine Corps

Reserve;
(8) a cadet at the United States Military Academy, a mid-

shipman at the United States Naval Academy, and a cadet at
the United States Coast Guard Academy or United States Air
Force Academy;

(4) a member of the Reserve Officers' Training Corps, the
Naval Reserve Officers' Training Corps, or the Air Force Reserve
Officers' Training Corps, when ordered to annual training duty
for fourteen days or more, and while performing authorized
travel to and from that duty; and

(5) any person while en route to or from, or at, a place for
final acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted for such duty;
or

(B) who, under the Universal Military Training and
Service Act, has been selected for active military or naval
service;

and has been ordered or directed to proceed to such place
The term does not include a temporary member of the Coast Guard
Reserve.

(o) Cuzw Lzinu.--For purposes of this chapter, the term "crew
leader" means an individual who furnishes individuals to perform
agricultural labor for another person, if such individual pays (either
on his own behalf or on behalf of such person) the individuals so fur.
nished by him for the agricultural labor performed by them and if
such individual has not entered Into a written agreement with such
person whereby such individual has been designated as an employee

•* of such person; and such individuals furnished by the crew leader
to perform agricultural labor for another person shall be deemed to
be the employees of such crew leader. For purposes of this chapter
and chapter 2, a crew leader shall, with respect to service performed
in furnishing individuals to perform agricultural labor for another
person and service performed as a member of the crew, be deemed
not to be an employee of such other person.

(p) PmuIz Cozws VoLuxTsE Suavw.-For purposes of this chap-
ter, the term "employment" shall, notwithstanding the provisions of
subsection (b) of this section, include service performed by an indi-
vidual as a volunteer or volunteer leader within the meaning of the
Peace Corps Act.
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(q) Tire IxoLunu rox Exrwyn Taxuu-For purposes of this

chapter other than for purposes of the taxes imposed by section 8111,
tips received by an employee in the course of his employment shall be
considered remuneration for employment. Such remuneration shall
be deemed to be paid at the time a written statement including such
tips is furnished to the employer pursuant to section 6058(a) or (if
no statement including such tips is so furnished) at the time received.

(r) ELwrvox or CovzRAou as Rumolous Omxas.-
(1) CxncmcA• or rimwnox at omw.-A religious order

whose members are required to take a vow of poverty, or any
autonomous subdivision of such order, may file a certificate (in
such form and manner, and with such official, as may be preeer'bed
by regulations under this chapter) electing to have the insurance
system established by title 11 of the Social Security Act extended
to services performed by its members in the exercise of duties
required by such order or such subdivision thereof. Such certifi-
cate of election shall provide that.-

(A) such election of coverage by such order or subdivision
shall be irrevocable;

(B) such election shall apply to all current and future
members of such order, or in the case of a subdivision thereof
to all current and future members of such order who belong
to such subdivision;

(C) all services performed by a member of such an order
or subdivision in the exercise of duties required by such order
or subdivision shall be deemed to have been performed by
such member as an employee of such order or subdivision;
and .

(D) the wages of each member, upon which such order or
subdivision shall pay the taxes imposed by sections 8101 and
8111, will be determined as provided in subsection (1) (4).

(2) DmznmoN or xnumu--For purposes of this subsection,
a member of a religions order means any individual who is sub-
ject to a vow of poverty as a member of such order and who per.
forms tasks usually required (and to the extent usually required)
of an active member of such order and who is not considered
retired because of old age or total disability.

(8) Enmrvav DATt Yon z roN.--(A) A certificate of elec-
tion of coverage shall be in effect, for purposes of subsection (b)
(8) (A) and for purposes of section 210(a) (8) (A) of the Social
Security Act, for the period beginning with whichever of the
following may be designated by the order or subdivision thereof,

(i) the first day of the calendar quarter in which the cer-
tificate is filed,
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(ii) the first day of the calendar quarter succeeding such
quarter, or

(iii)- the first day of any calendar quarter preceding the
calendar quarter in which the certificate is filed, except that
such date may not be earlier than the first day of the twentieth
calendar quarter preceding the quarter in which such certifi-
cate is filed.

Whenever a date is designated under clause (iii), the election
shall apply to services performed before the quarter in which the
certificate is filed only if the member performing such services
was a member at the time such services were performed and is
living on the first day of the quarter in which such certificate is
filed.

(B) If a certificate of election filed pursuant to this subsection
is effective for one or more calendar quarters prior to the quarter
in which such certificate is filed, then-

(i) for purposes of computing interest and for purposes
of section 6651 (relating to addition to tax for failure to file
tax return), the due date for the return and payment of the
tax for such prior calendar quarters resulting from the filing
of such certificate shall be the last day of the calendar month
following the calendar quarter in which the certificate is filed;
and

(ii) the statutory period for the assessment of such tax
shall not expire before the expiration of 8 years from such
due date.

(4) CooDInxATvox wrrni coVEmAoa or LAY r Mrt.Es.-N-otwith-_
standing the preceding provisions of this subsection, no certificate
of election shall become effective with respect to an order or sub-
division thereof, unless-

(A) if at the time the certificate of election is filed a cer-
tificate of waiver of exemption under subsection (k) is in
effect with respect to such order or subdivision, such order or
subdivision amends such certificate of waiver of exemption
(in such form and manner as may be prescribed by regula-
tions made under this chapter) to provide that it may not be
revoked, or

(B) if at the time the certificate of election is filed a cer-
tificate of waiver of exemption tinder such subsection is not in
effect with respect to such order or subdivision, such order
or subdivision files such certificate of waiver of exemption
under the provisions of such subsection except that such
certificate of waiver of exemption cannot become effective at
a later date than the certificate of election and such certificate
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of waiver of exemption must specify that such certi fcat, of
waiver of exemption may not be revoked. The ert a of
waiver of exemption required under this subparagrph shall
be flied notwithstanding the provisions of subsectn (k) (8).

SEC. 3W. FEDERAL SERVICE.
In the case of the taxes imposed by this chapter with resa t to

"•. service performed in the employ of the United States or in the employ
of any instrumentality which is wholly owned by the United Stateis
including service, performed as a member of a uniformed service,
to which the provisions of section 8121(m) (1) are applicable, and
including service, performed as a volunteer or volunteer leader with.
in the meaning of the Peace Corps Act, to which the provisions of
section 8121(p) are applicable, the determination whether an indi.
vidual has performed service which constitutes employment as de.
fined in section 8121 (b), the determination of the amount of remunera-
tion for such service which constitutes wages as defined in section
8121(a), and the return and payment of the taxes imposed by this
chapter, shall be made by the head of the Federal agency or instru-
mentality having the control of such service, or by such agents as
such head may designate. The person making such return may, for
convenience of administration, make payments of the tax imposed
under section 8111 with respect to such service without regard to the
contribution and benefit base limitation in section 8121 (a) (1), and he
shall not be required to obtain a refund of the tax paid under section
8111 on that part of the remuneration not included in wages by reason
of section 8121(a) (1). Payments of the tax imposed under section 8111with respect to service, performed by an individual as a member of a
uniformed service, to which the provisions of section 8121(m) (1) are
applicable, shall be made from appropriations available for the pay
of members of such uniformed service. The provisions of this section
shall be applicable in the case of service performed by a civilian em-
ployee, not compensated from funds appropriated by the Congress, in
the Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Exchanges,
or other activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary of Defense, at instal-
lations of the Department of Defense for the comfort, pleasure, con-
tentment, and mental and physical improvement of personnel of such
Department; and for purpose of this section the Secretary of De-
fense shall be deemed to be the head of such instnrmentality. The
provisions of this section shall be applicable also in the case of service
performed by a civilian employee, not compensated from funds ap.
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propriated by the Congress, in the Coast Guard Exchaugs or other
activities, conducted by an instrumentality of the United State sub.
ject to the jurisdiction of the Secretary, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental and physi-
cal improvement of personnel of the Coast Guard; and for purposes
of this section the Secretary shall be deemed to be the head of such
instrumentality.
SEC. 3123 DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.

Whenever under this chapter or any act of Congress, or under the
law of any State, an employer is required or permitted to deduct any
amount from the remuneration of any employee and to pay the amount
deducted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall be considered to have been paid to the employee at the time of
such deduction.
SEC. 3124. ESTIMATE OF REVENUE REDUCTION.

The Secretary or his delegate at interval of not longer than 8 years
shall estimate the reduction in the amount of taxes collected under this
chapter by reason of the operation of section 8121(b) (9) and shall
include such estimate in his annual report.

SEC. 3125. RETURNS IN THE CASE OF GOVERNMENTAL
EMPLOYEES IN GUAM, AMERICAN SAMOA,
AND THE DISTRICT OF COLUMBIA.

(a) GUAM.--Tho return and payment of the taxes imposed by this
chapter on the income of individuals who are officers or employees of
the Government of Guam or any political subdivision thereof or of
any instrumentality of any one or more of the foregoing which is
wholly owned thereby, and those imposed on such Government or
political subdivision or instrumentality with respect to having such
individuals in its employ, may be made by the Governor of Guam or
by such agents as he may designate. The person making such return
may, for convenience of administration, make payments of the tax
imposed under section 8111 with respect to the service of such individ-
uais without regard to the contribution and benefit base limitation in
section 8121 (a) (1).

(b) AX•cICA! SAMoA.--The return and payment of the taxes
imposed by this chapter on the income of individuals who are officers
or employees of the Government of American Samoa or any political
subdivision thereof or of any instrumentality of any one or more of
the foregoing which is wholly owned thereby, and those imposed on
such Government or political subdivision or instrumentality with
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respect to having such individuals in its employ, may be made by the
Governor of American Samoa or by such agents as he may designate.
The person making such return may, for convenience of administer.
tion, make payments of the tax imposed under section 8111 with
respect to the service of such individuals without regard to the
contribution and benefit base limitation in section 8121 (a) (1).

(o) Dumwr or COLUXam--n the cas of the taxes imposed by
this chapter with respect to service performed in the employ of the
District of Columbia or in the employ of any instrumentality which
Is wholly owned thereby, the return and payment of the taxes may be
made by the Commisoners of the District of Columbia or by such
agents as they may designate. The person making such return may,
for convenience of administration, make payments of the tax imposed
by section 8111 with respect to such service without regard to the
contribution and benefit base limitation in section 8121(a) (1).

EC. 3126. SHORT TITLE.
This chapter may be cited as the "Federal Insurance Contributions

Aw
CHAPTER 22-RAILROAD RETIREMENT TAX ACT

Subchapter A. Tax on employees
Subchapter L Tax on employee repreomtativeL
Subkhapter C. Tax on employers
Subchapter D. General provisions.

SUBOHAPTUR A-TAX ON UMPLOXYUS

Sec. 820L Rate of tax.
See, 8M Deduction of tax from compenstlo.

SEC. M0L RATE OF TAX.
In addition to other taxes, there is hereby imposed on the income of

every employee a tax equal to the rate of the tax imposed with respect
- to wages by section 8101 (a) of the Internal Revenue Code of 1954 plus

the rate imposed by section 8101(b) of such Code of so much of the
compensation paid in any calendar month to such employee for services
rendered by him after September 30, 1978, as is not in excess of an
amount equal to one-twelfth of the current maximum annual taxable
"wages" as defined in section 3121 of the Internal Revenue Code of
1954 for any month after September 80,1978.1
SEC. 3202. DEDUCTION OF TAX FROM COMPENSATION.

(a) Requirement,-The tax imposed by section 8201 shall be col-
lected by the employer of the taxpayer by deducting the amount of the
tax from the compensation of the employee as and when paid. If an
employee is paid compensation after September 80,1978 by more than
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one employer for services rendered during any calendar month after
September 80, 1978 and the aggregate of such compensation is in ex-
cess of an amount equal to one-twelfth of the current maximum
annual taxable "wages" as defined in section 8121 of the Internal
Revenue Code of 195t for any month after September 80, 1973, the
tax to be deducted by each employer other than a subordinate unit of
a national railway-labor-organization employer from the compen-
sation paid by him to the employee with respect to such month shall
be that proportion of the tax with respect to such compensation paid
by all such employers which the compensation paid by him after
September 80,1973, to the employee for services rendered during such
month bears to the total compensation paid by all such employers after
September 30, 1973, to such employee for services rendered during
such month; and in the event that the compensation so paid by such
employers to the employee for services rendered during such month
is less than an amount equal to one-twelfth of the current maximum
annual taxable "wages" as defined in section 8121 of the Internal
Revenue Code of 195 for any month after September 80, 1978, each
subordinate unit,of a national railway-labor-organization employer
shall deduct such proportion of any additional tax as the compensation
paid by such employer after September 80,1978, to such employee for
services rendered during such month beam to the total compensation
poid by all such employers after September 80, 1978, to such em.
ployee for services rendered during iuch month. An employer who
is furnished by an employee a written statement of tips (received
in a calendar month) pursuant to section 6058(a) to which paragraph
(8) of section 8281(e) is applicable may deduct an amount equivalent
to such tax with respect to such tips from any compensation of the
employee (exchlive of tips) under his control, even though at the
time such statement is furnished the total amount of the tips included
in statements furnished to the employer as having been received by
the employee in such calendar month in the course of his employment
by such employer is less than $20.

(b) Indemnification of Employerv--Every employer required
under subsection (a) to deduct the tax shall be made liable for the pay-
ment of such tax and shall not be liable to any person for the amount of
any such payment.

(c) Special Rule for Tips,--
(1) In the case of tips which constitute compensation, subsec-

tion (a) shall be applicable only to such tips as are included in a
written statement furnished to the employer pursuant to section
6058(a), and only to the extent that collection can be made by the
employer, at or after the time such statement is so furnihed and

before the close of the 10th day following the calendar month (or,
if paragraph (8) applies, the 80th day following the quarter) in

atl
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which the tips were deemed paid, by deducting the amount of the
tax from such compensation of the employee (excluding tips but
including funds turned over by the employee to the employer pur-
suant to paragraphs (B)) a are under control of the employer.

(B) If the tax imposed b section 8901, with respect to tips
which are included In written statements furnished in any month
to the employer pursuant to section 6058(a), exceeds the compen.-
sation of the employee (excluding tips) from which the employer
Is required to collect the tax under paragraph (1). the employee
may furnish to the employer on or before the 10th day of the fol-
lowing month (or, if paragraph (8) applies, on or before the 80th
day of the following quarter) an amount of money equal to the
amount of the excess.

(8) The Secretary or his delegate may, under regulations pre-
scribed by him, authorize employers-

(A) to estimate the amount of tips that will be reported by
the employee pursuant to section 6058(a) in any quarter of
the calendar year,

(B) to determine the amount to be deducted upon each
payment of compensation (exclusive of tips) during such
quarter as if the tips so estimated constituted actual tips so
reported, and

(C) to deduct upon any payment of compensation (other
than tips, but including funds turned over by the employee
to the employer pursuant to paragraph (9)) to such employee
during such quarter (and within 80 days thereafter) such
amount as may be necessary to adjust the amount actually
deducted upon such compensation of the employee during the
quarter to the amount required to be deducted in respect of
tips included in written statements furnished to the employer
during the quarter.

(4) If the tax imposed by section 8201 with respect to tips which
constitute compensation exceeds the portion of such tax which can
be collected by the employer from the compensation of the em-
ployee pursuant to paragraph (1) or paragraph (8), such excess
shall be paid by the employee.

SUBCHAPTER B--TAX ON EMPLOYES REPRESENTATIVES

See. 821L Rate of tax.
Se. 821M DeterminatUon of compesaaUon.

SEC. 321L RATE OF TAX.
(a) In addition to other taxes, there is hereby imposed on the

income of each employee representative a tax equal to 9.5 percent plus
the sum of the rates of tax imposed with respect to wages by sections
8101 (a), 8101(b), 8111(a), 81l1(b) of the Internal Revenue Code of
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1054 of so much of the compensation paid in any calendar month to
such employee representative for services rendered by him after Sep.
tember 80,1978, as is not in excess of an amount equal to one-twelfth
of the current maximum annual taxable "wages" as defined in section
8121 of the Internal Revenue Code of 1054 for any month after Sep-
tember 80,1978.,

(b) In addition to other taxes, there is herdy imposed on the
income of each employee representative a tax at a rate equal to the
rate of excise tax Imposed on every employer, provided for in section
8221(c), for each man-hour for which compensation is paid to him
for services rendered as an employee representative.

SBC. =I DETERMINATION OF COMPENSATION.
The compensation of an employee representative for the purpose of

ascertaining the tax thereon shall be determined in the same manner
and with the same effect as if the employee organization by which
such employee representative is employed were an employer as defined
in section 8281 (a).

SUBOHAPTER --TAX ON EMPLOYERS
Bee. 8221. Rate of tax.

SEC. 3221. RATE OF TAX.
(a) In addition to other taxes, there is hereby imposed on every em-

ployer an excise tax, with respect to having individuals in his employ,
equal to 9.5 percent of so much of the compensation paid in any calen-
dar month by such employer for services rendered to him after Septem-
ber 80,1978, as is, with respect to any employee for any calendar month,
not in excess of an amount equal to one-twelfth of the current maximum
annual taxable "wages" as defined in section 8121 of the Internal Reve-
nue Code of 1954 for any month after September 30,1978; except that
if an employee is paid compensation after September 30,1973, by more
than one employer for services rendered during any calendar month
after September 30, 1978, the tax imposed by this section shall apply
to not more than an amount equal to one-twelfth of the current maxi-
anum annual taxable "wages" as defined in section 8121 of the Internal
Revenue Code of 1954 for any month after September 30,1978 of the
aggregate compensation paid to such employee by all such employers
after September 30,1973, for services rendered during such month, and
each employer other than a subordinate unit of a national railway-
labor-organization employer shall be liable for that proportion of the

'Sectioon 3211(a) was amended by Public L4w 94-93.
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tu with respect to such cmpestion paid by all such employers
which the compes•topaid by him after Paor , 1978, to the
employee for services rendered during such mouths bears to the total
oompenaion paid by all such employers after September 80, 1978,
to such employee for services rendered during such month; and in the
e*vt that the ompen fton so pid by such employers to the em-
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ploy.e for services rendered during such month is less than an amount
equal to one-twelfth of the current maximum annual taxable "wages"
as defined in section 8121 of the Internal Revenue Code of 194 for
any month after September 80, 1978, each subordinate unit of a na-
tional railway-labor-organization employer shall be liable for such
proportion of any additional tax as the compensation paid by such
employer after September 80, 1978, to such employee for services
rendered during such month bears to the total compensation paid by
all such employers after September 80, 1978, to such employee for
services rendered during such month. Where compensation for
services rendered in a month is paid an employee by two or more em-
ployers, one of the employers who has knowledge of such joint em-
ployment may, by proper notice to the Secretary of the Treasiry, and
by agreement with such other employer or employers as to settlement
of their respective liabilities under this section and section 8202, elect
for the tax imposed by section 8201 and this section to apply to all of
the compensation paid by such employer for such month as does not
exceed the maximum amount of compensation in respect to which
taxes are imposed by such section 8201 and this section; and in such a
case the liability of such other employer or employers under this sec-
tion and section 8202 shall be limited to the difference, if any, between
the compensation paid by the electing employer and the maximum
amount of compensation to which section 8201 and this section apply-'

(b) The rate of tax imposed by subsection (a) shall be increased,
with respect to compensation paid for services rendered after Sep-
tember 80, 1978, by the rate of tax imposed with respect to wages by
section 8111(a) of the Internal Revenue Code of 1954 plus the rate
imposed by section 8111(b) of such Code.

(c) In addition to other taxes, there is hereby imposed on every
employer an excise tax, with respect to having individuals in his
employ, for each man-hour for which compensation is paid by such
employer for services rendered to him during any calendar quarter,
(1) at the rate of 2 cents for the period beginning November 1,1966,
and ending March 81, 1970, and (2) commencing April 1, 1970, at
such rate as will make available sufficient funds to meet the obligation
to pay supplemental annuities at the level provided under section
8(j) of the Railroad Retirement Act of 1987 as in effect on Decem-
ber 81,1974 and administrative expenses in connection therewith. For
the purpose of this subsection, the Railroad Retirement Board is
directed to determine what rate is required for each calendar quarter
commencing with the quarter beginning April 1, 1970. The Railroad
Retirement Board shall make the determinations provided for not
later than fifteen days before each calendar quarter. As soon as prac-
ticable after each determination of the rate, as provided in this sub-

' 8eeton M221(a) was amended by Puble Law 94-93,
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section, the Railroad Retirement Board shall publish a notice in the
Federal Register, and shall advise all employers, employee representa-
tives, and the Secretary of the Treasury, of the rate so determined.

Each employer of employees whose supplemental annuities an
reduced pursuant to section 8(j) (B) of the Railroad Retirement Act
of 1987 or section 2(h) (2) of the Railroad Retirement Act of 1974

, shall be allowed as a credit against the tax imposed by this subsection
an amount equivalent in each month to the aggregate amount of
reductions in supplemental annuities accruing in such month to em-
ployees of such employer. If the credit so allowed to such an employer
for any month exceeds the tax liability of such employer accruing
under this subsection in such month, the excess may be carried forward
for credit against such taxes accruing in subsequent months but the
total credit allowed by this paragraph to an employer shall not exceed

. the total of the taxes on such employer imposed by this subsection.
At the end of each calendar quarter the Railroad Retirement Board
shall certify to the Secretary of the Treasury with respect to each
such employer the amount of credit accruing to such employer under
this paragraph during such quarter and shall notify such employer
as to the amount so certified.

(d) Notwithstanding the provisions of subsection (o) of this seo-
tion, the tax imposed by such subsection (c) shall not apply to an
employer with respect to employees who are covered by a supple-
mental pension plan which is established pursuant to an agreement
reached through collective bargaining between the employer and em-
ployees. There is hereby imposed on every such employer and excise
tax equal to the amount of the supplemental annuity paid to each such
employee under section 2(b) of the Railroad Retirement Act of 1974,
plus a percentage thereof determined by the Railroad Retirement
Board to be sufficient to cover the administrative costs attributable to
such payments under section 2(b) of such Act.

BUBCHAPTER D-GENERAL PROVISIONS

,. Oec. 828L Definatfon
Sece 8231. Court jurbladicom
See. 8288. Short Utle.

SEC. 3231. DEFINITIONS.
(a) E , Lrw .--For purposes of this chapter, the term "employer"

means any carrier (as defined in subsection (g)), and any company
which is directly or indirectly owned or controlled by one or more such
carriers or under common control therewith, and which operates any
equipment or facility or performs any service (except trucking service,
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casual service, and the casual operation of equipment or facilities) in
connection with the transportaon of pamngers or property by rail.
road, or the receipt, delivery, elevation, transfer hi transit, refri-gera
tion or Icing, storage, or handling of property transported by railroad,
and any receiver, trustee, or other individual or body, judicial or
otherwise when in the posesion of the property or operating all or

. uany part of the business of any such employer; except that the term
"employer" shall not include any Atret interurban, or suburban eleo-
trio railway, unless such railway is operating as part of a general
stm-railroad system of transportation, but shall not exclude any
part of the general steam-railroad system of transportation now or
hereafter operated by any other motive power. The Intes tte Com-
mbre Commission is hereby authorized and directed upon request of
the Secretary or his delegate, or upon complaint of any party inter.
ested, to determine after hearing whether any line operated by electric
power falls within the terms of this exception. The term "employer"
shall also include railroad asociaons, traffic aociations, tarif
buresus, demurrage bureaus, weighing and inspection bureaus, col-
lection agencies and other associations, bureaus, agencies, or organi.
zations controlled and maintained wholly or principally by two or
pore employers as hereinbefore defined and engaged in the perform.
anm of services in connection with or incidental to railroad trans.
portation; and railway labor organizations, national in scope, which
have been or may be organized in accordance with the provisions of
the Railway Labor Act, as amended (44 Stat. 577; 45 U.S.C., chapter
8), and their State and National legislative committees and their
general committees and their insurance departments and their local
lodges and divisions, established pursuant to the constitutions and
bylaws of such organizationL The term "employer" shall not include
any company by reason of its being engaged in the mining of coal,
the supplying of coal to an employer where delivery is not beyond the
mine tipple, and the operation of equipment or facilities therefor, or
in any of such activities

(b) ExMrw .L-For purposes of this chapter, the term "employee"
means any individual in the service of one or more employers for com-
pensation; except that the term "employee" shall include an employee
of a local lodge or division defined as an employer in subsection (a)
only if he was in the service of or in the employment relation to a
carrier on or after August 29, 1985. An individual shall be deemed
to have been in the employment relation to a carrier on August 29,
1985, if-

(1) he was on that date on leave of absence from his employ-
ment, expressly granted to him by the carrier by whom he was

as0
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employed, or by a duly authorized representative of such carrier,
and the pant of such leave of absence was established to the satis-
faction of the Railroad Retirement Board before July 194Tj or

(2) he was Mi the service of a carrier after August 29,1985, and
before January 1946 in each of 6 calendar months, whether or not
consecutive; or

(8) before August 29, 1985, he did not retire and was not re-
tired or discharged from the service of the last carrier by whom
he was employed or its corporate or operating successor, but-

(A) solely by reason of his physical or mental disability
he ceased before August 29,1985, to be in the service of such
carrier and thereafter remained continuously disabled until
he attained age 66 or until August 1945, or

(B) solely for such last stated reason a carrier by whom
he was employed before August 29,1986, or a carrier who is
Its sucseor did not on or after August 29, 1985, and before
August 194I call him to return to service, or

(C) if he was so called he was solely for such reason un.
able to render service in 6 calendar months as provided in
paragraph (2) ; or

(4) he was on August 29, 1985, absent from the service of a
carrier by reason of a discharge which, within I year after the
effective date thereof, was protested, to an appropriate labor rep-
resentative or to the carrier, as wrongful, and which was fol-
lowed within 10 years of the effective date thereof by his rein-
statement in good faith to his former service with all his seniority
rights;

except that an individual shall not be deemed to have been on August
29, 1985, in the employment relation to a carrier if before that date
he was granted a pension or gratuity on the basis of which a pension
was awarded to him pursuant to section 6 of the Railroad Retirement
Act of 1987 (50 Stat. 812; 45 U.S.C. 228f), or if during the last pay-
roll period before August 29,1935, in which he rendered a service to a

• carrier he was not in the service of an employer, in accordance with
subsection (d), with respect to any service in such payroll period, or
if he could have been in the employment relation to an employer only
by reason of his having been, either before or after August 29, 1985,
in the service of a local lodge or division defined as an employer
in subsection (a). The term "employee" includes an officer of an em-
ployer. The term "employee" shall not include any individual while
such individual is engaged in the physical operations consisting of
the mining of coal, the preparation of coal, the handling (other than
movement by rail with standard railroad locomotives) of coal not
beyond the mine tipple, or the loading of coal at the tipple.

UTy
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• (o) Exwoyu RWUSI u--For purposes of this chapter, the

term "employee representative" means any officer ot official repro-
sentative of a railway labor orgniation other than a labor orga-
nization included in the term "employer" u defined in subeton (a),
who before or after June 99, 1987, was in the service of an employer
as defined in subsection (a) and who is duly authorized and designated

'0 to represent employees in accordance with the Railway Labor Act
S(44 StaL 577; 44 U.S.C., chapter 8), as amended, and any individual

who is regularly assigned to or regularly employed by such officer or
official representative in connection with the duties of his office.

(d) S vics--For purposes of this chapter, an individual is in the
service of an employer whether his service is rendered within or with-
out the United States, if-

(1) he is subject to the continuing authority of the employer to
supervin and direct the manner of rendition of his service, or he is
rendering professional or technical services and is integrated Into
the staff of the employer, or he is rendering, on the property used
in the employer's operations, other personal services the rendition
of which is integrated into the employer's operations, and

(2) he renders such service for compensation;
except that an individual shall be deemed to be in the service of an
employer, other than a local lodge or division or a general committee
of a railway-labor-organization employer, not conducting the princi-
pal part of its business in the United States, only when he is rendering
service to it in the United States; and an individual shall be deemed
to be in the service of such a locallodge or division only if-

(8) all, or substantially all, the individuals constituting its
membership are employees of an employer conducting the prin-
Oipal part of its business in the United States; or

(4) the headquarters of such local lodge or division is located
in the United States;

and an individual shall be deemed to be in the service of such a general
committee only if-

(5) he is represeAting a local lodge or division described in
paragraph (8) or (4) immediately above; or

(6) all, or substantially all, the individuals represented by it
are employees of an employer conducting the principal part of its
business in the United States; or

(7) he acts in the capacity of a general chairman or an assistant
general chairman of a general committee which represents in-
dividuals rendering service in the United States to an employer,
but in such case if his office or headquarters is not located in the
United States and the individuals represented by such general
committee are employees of an employer not conducting the prin-
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cipal part of its business in the United States, only such propor-
tion of the remuneration for such service shall be regarded as
compensation as the proportion which the mileage in the United
States under the jurisdiction of such general committee bears to
the total mileage under its jurisdiction, unless such mileage for-
mula is inapplicable, in which case such other formula as the Rail.
road Retirement Board may have prescribed pursuant to section
1 (C) of the Railroad Retirement Act of 1982 (50 Stat, 808; 45
U.S.C. 228a) shall be applicable, and if the application of such
mileage formula, or such other formula as the Board may pre-
scribe, would result in the compensation of the individual being
less than 10 percent of his remuneration for such service, no part
of such remuneration shall be regarded as compensation;

Provided, however, That an individual not a citizen or resident of the
United States shall not be deemed to be in the service of an employer
when rendering service outside the United States to an employer who
is required under the laws applicable in the place where the service
is rendered to employ therein in whole or in part, citizens or residents
thereof; and the laws applicable on August 29, 1985, in the place
where the service is rendered shall be deemed to have been applicale
there at all times prior to that date.

(e) CoxPmsAro.x.--For purposes of this chapter--
(1) The term "compensation" means any form of money remu-

neration paid to an individual for services rendered as an emr
ployee to one or more employers. Such term does not include tips
(except as is provided under paragraph (8)), or the voluntary
payment by an employer, without deduction from the remunera-
tion of the employee, of the tax imposed on such employee by
section 8201. Compensation which is earned during the period
for which the Secretary or his delegate shall require a return of
taxes under this chapter to be made and which is payable during
the calendar month following such period shall be deemed to
have been paid during such period only. For the purpose of
determining the amount of taxes under sections 8201 and 8221,
compensation earned in the service of a local lodge or division
of a railway-labor-organization employer shall be disregarded
with respect to any calendar month if the amount thereof is leos
than $25. Compensation for service as a delegate to a national or
international convention of a railway labor organization defined
as an "employer" in subsection (a) of this section shall be dis-
regarded for purposes of determining the amount of taxes due

at
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to this chapter if the Individual rendering such service
has not previously rendered service, other than as such a dole.
gate, which may be included in his "years of service" for purposes

-of the Railroad Retirement Act
(9) An employee shall be deemed to be paid compensation in the

period during which such compensation is earned only upon a writ.
ten request by such employee, made within six months following
the payment, and a showing that such compensation was earned
during a period other than the period in which it was paid. An em-
ployee shall be deemed to be paid "for time lost" the amount he is
paid by an employer with respect to an Identifiable period of ab-
sence from the active service of the employer, including absence on
account of personal injury, and the amount he is paid by the em-
ployer for lows of earnings resulting from his displacement to a leas
remunerative position or occupation. If a payment Is made by an
employer with respect to a personal injury and includes pay for
time lost, the total payment shall be deemed to be paid for time
lost unless, at the time of payment, a part of such payment is
specifically apportioned to factors other than time lost, id which
event only such part of the payment as is not so apportioned shall
be deemed to be paid for time lost.

(8) Solely for purposes of the tax imposed by section 8201 and
other provisions of this chapter insofar as they relate to such tax,
the term "compensation" also includes cash tips received by an
employee in any calendar month in the course of his employment
by an employer unless the amount of such cash tips is less than
$9011.

(f) CoMPANY.--For purposes of this chapter, the term "company"
includes corporations, associations, and joint-stock companies.

(g) CAWz L-For purposes of this chapter, the term "carrier"
means an express company, sleeping-car company, or carrier by rail-
road, subject to part I of the Interstate Commerce Act (49 U.S.C.,
chapter 1).

(h) Tws CONSTITUTING COMPENSATION, Tnu DazsM PAm.-For
purposes of this chapter, tips which constitute compensation for pur-
poses of the tax imposed under section 8201 shall be deemed to be paid
at the time % written statement including such tips is furnished to the
employer pursuant to section 6058(a) or (if no statement including
such tips is so furnished) at the time received; and tips so deemed to
be paid in any month shall be deemed paid for services rendered in
such month*

I Section 83311e) was amended by Publie Laws 94"S and %4-93.
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SEC* 323L COURT JURISDICTION.
The several ditrict courts of the United States shall have junis.

diction to entertain an application by the Attorney General on behalf
of the Secretary or his delegate to compel an employee or other person
residing within the jurisdiction of the court or an employer subject
to service of process within its jurisdiction to comply with any obli.

Stations imposed on such employee, employer, or other person under
the provisions of this chapter. The jurisdiction herein specifically
conferred upon such Federal courts shall not be held exclusive of any
jurisdiction otherwise posesed by such courts to entertain civil
actions, whether legal or equitable in nature, in aid of the enforcement
of rights or obligations arising under the provisions of this chapter.
SBC. 3233. SHORT TITLE.

This chapter may be cited as the "Railroad Retirement Tax Act."

CHAPTER 23.-FEDERAL UNEMPLOYMENT TAX ACT
Pages
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SEC. 330L RATS OF TAX.
There is hereby imposed on every employer (as defined in section

8806(a)) for the calendar year 1970 in each calendar year thereafter
an excise tax, with respect to having individuals in his employ, equal
to 8.2 percent of the total wages (as defined in section 8806(a) ) for the
calendar year with respect to employment (as defined in section 3806

~ (c)). In the case of wages paid during the calendar year 1978, the
rate of such tax shall be 8.28 percent in lieu of 8.2 percent.
SEC. 3302. CREDITS AGAINST TAX.

(a) CoXWummoXs TO 8w.T UTnMDWxMzr FNMe-
(1) The taxpayer may, to the extent provided in this subsec-

tion and subsectiolA (c), credit against the tax imposed by section
8801 the amount of contributions paid by him into an unemploy-

IPape reference do not appear Is the law.
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meat fund maintained during the taxable year under the unem.
ployment compensation law of 4 StAt which is certified as
provided in section 3M0# for the 12-month period ending on Octo-
ber 81 of such year (lO-month period in the cam of October 81,

(2) The credit shall be permitted against the tax for the tax-
able year only for the amount of contributions paid with respect
to such taxable year.

(8) The credit against the tax for any taxable year shall be
permitted only for contributions paid on or before the last day
upon which the taxpayer is required under section 6071 to file a
return for such year; except that credit shall be permitted for
contributions paid after such last day, but such credit shall not
exceed 90 percent of the amount which would have been allowable
as credit on account of such contributions had they been paid on
or before such last day.

(4) Upon the payment of contributions into the unemployment
fund of a State which are required under the unemployment com-
pensation law of that State with respect to remuneration on the
basis of which, prior to such payment into the proper fund, the
taxpayer erroneously paid an amount as contributions under an-
other unemployment compensation law, the payment into the
proper fund shall, for purposes of credit against the tax, be
deemed to have been made at the time of the erroneous payment.
If, by reason of such other law, the taxpayer was entitled to cease
paying contributions with respect to services subject to such other
law, the payment into the proper fund shall, for purposes of credit
against the tax, be deemed to have been made on the date the
return for the taxable year was filed under section 6071.

(b) AmDrnoNAL Caworr.-In addition to the credit allowed under
subsection (a), a taxpayer may credit against the tax imposed by
section 3801 for any taxable year an amount, with respect to the un-
employment compensation law of each State certified as provided in
section 8803 for the 12-month period ending on October 81, of such
year (10-month period in the case of October 81, 1972), or with re-
spect to any provisions thereof so certified, equal to the amount, if any,
by which the contributions required to be paid by him with respect to
the taxable year were less than the contributions such taxpayer would
have been required to pay if throughout the taxable year he had been
subject under such State law to the highest rate applied thereunder
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in such 13. or 10-month period, as the cam may be, to any person hay-
ing individuals in his employ, or to a rate of 2.7 percent, whichever
rat is lower.

(c) ImT on TorA Carom.-
(1) 1Th total credits allowed to * taxpayer under this section

shall not exceed 90 percent of the tax against which such credits
are allowable.

(2) If an advance or advances have been made to the unemploy-
ment account of a State under title XII of the Social Security Act
before the date of the enactment of the Employment Security
Act of 190, then the total credits (after applying subsections
(a) and (b) and paragraph (1) of this subsection) otherwise
allowable under this section for the taxable year in the case of
a taxpayer subject to the unemployment compensation law of
such State shall be reduced--

(A) in the case of a taxable year begining on January 1,
19M8 (and in the case of any succeeding taxable year begin-
ning before January 1, 1968), as of the beginning of which
there i. a balance of such advances, by 5 percent of the tax
imposed by section 8801 with respect to the wages paid by
such taxpayer during taxable year which are attributable
to such State; and

(B) in the cam of any succeeding taxable year beginning
on or after January i, 1968, as of the beginning of which there
is a balance of such advances, by an additional 5 percent, for
each such succeeding taxable year, of the tax imposed by sec-
tion 8301 with respect to the wages paid by such taxpayer
during such taxable year which are attributable to such State.

At the request (made before November I of the taxable year)
of the Governor of any State, the Secretary of Labor shall, as
soon as practicable after June 30 or (if later) the date of the
receipt of such request, certify to such Governor and to the Secre-
tary of the Treasury the amount he estimates equals .15 percent
(plus an additional .15 percent for each additional 5.percent
reduction, provided by subparagraph (B)) of the total of the
remuneration which would have been subject to contributions
under the State unemployment compensation law with respect
to the calendar year preceding such certification if the dollar
limit on remuneration subject to contributions under such law
were equal to the dollar limit under section 330M(b) (1) for such
calendar year. If, after receiving such certification and before

nRC SM (b)
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November 10 of the taxable year, the State pays into the Feder!
unemployment account the amount so certified (and designates
such payment as being made for purposes of this sentence), the
reduction provided by the first sentence of this paragraph shall
not apply for such taxable year.

(8) If an advance or advances have been made to the unemploy-
ment account of a State under title XII of the Social Security Act
on or after the date of the enactment of the Employment Security
Act of 1960, then the total credits (after applying subsections (a)
and (b) and paragraphs (1) and (2) of this subsction) other-
wise allowable under this section for the taxable year in the case
of a taxpayer subject to the unemployment compensation law of
such State shall be reduced-

(A) (i) in the case of a taxable year beginning with the
second consecutive January 1 as of the beginning of which
there is a balance of such advances, by 10 percent of the
tax imposed by section 3801 with respect to the wages paid
by such taxpayer during such taxable year which are attribut-
able to such Stat.; and

(ii) in the case of any succeeding taxable year beginning
with a consecutive January 1 as of the beginning of which
there is a balance of such advances, by an additional 10 per-
cent, for each such succeeding taxable year, of the tax imposed
by section 8801 with respect to the wages paid by such tax-
payer during such taxable year which are attributable to
such State;

(B) in the case of a taxable year beginning with the third
or fourth consecutive January 1 as of the beginning of which
there is a balance of such advances, by the amount determined
by multiplying the wages paid by such taxpayer during such
taxable year which are attributable to such State by the per-
centage (if any) by which-

(i) Z.7 percent, exceeds
(ii) the average employer contribution rate for such

State for the calendar year preceding such taxable year;
and

(C) in the case of a taxable year beginning with the fifth
or any succeeding consecutive January I as of the beginning
of which there is a balance of such advances, by the amount
determined by multiplying the wages paid by such taxpayer
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during such taxable year which are attributable to such State
by the percentage (if any) by which-

(i) the 5-year benefit cog rate applicable to such State
for such taxable year or (if higher) 2.7 percent, exceeds

(ii) the average employer contribution rate for such
State for the calendar year preceding such taxable year.

The provisions of the preceding sentence shall not be applicable with
respect to the taxable year beginning January 1, 1975, or any suc-
ceeding taxable year which begins before January 1,1978; and, for
purposes of such sentence, January 1, 1978, shall be deemed to be the
first January 1 occurring after January 1, 1974, and consecutive tax-
able years in the period commencing January 1, 1978, shall be deter-
mined as if the taxable year which begins on January 1, 1978, were
the taxable year immediately succeeding the taxable year which began
on January 1, 1974.1

(4) If the Secretary of Labor determines that a State, or State
agency, has not-

(A) entered into the agreement described in section 289 of the
Trade Act of 1974, with the Secretary of Labor before July 15,
1975, or

(B) fulfilled its commitments under an agreement with the
Secretary of Labor as described in section 289 of the Trade Act
of 1974,

then, in the case of a taxpayer subject to the unemployment compen-
sation law of such State, the total credits (after applying subsections
(a) and (b) and paragraphs (1), (2), and (8) of this section) other-
wise allowable under this section for a year during which such State
or agency does not enter into or fulfill such an agreement shall be
reduced by 15 percent of the tax imposed with respect to wages paid
by such taxpayer during such year which are attributable to such
State.$

(d) DEFINMON5 AND SpEciAL RuLz RELAno To SunScErTON

(1) R1TZ OF TAX DENMD TO Bits 3 PUcNT.--In applying sub-
section (c), the tax imposed by section 8301 shall be computed at
the rate of 8 percent in lieu of the rate provided by such section.

(2) WAoES AT•RmuTABtL TO A PARTCULAR sTATz.--For pur-
pose of subsection (c), wages shall be attributable to a particu-

SThs sentence was added to garagraph (3) by Public Law 94-45 subject to the con.
ditlons speciled in section 110(b) of such Public Law.

SParatrapbp (4) was amended by Public Law 94-45.

OU
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lar State if they are subject to the unemployment compensation
law of the State, or (if not subject to the unemployment com-
pensation law of any State) if they are determined (under rules
or regulations prescribed by the Secretary or his delegate) to be
attributable to such State,

(8) ADTmoNAL TAIU INAPPMCABE WIU ADVANCES All WB
PAI upE NovEmBE 1o or TAXABz YTAL--Paragraph (2) or
(8) of subsection (c) shall not apply with respect to any State
for the taxable year if (as of the beginning of November 10 of
such year) there is no balance of advances referred to in such
paragraph.

(4) Av=Aos nwLxovv.a comuwtrlnoN•ArTe--For purposes of
subparagraphs (B) and (C) of subsewion (c) (8), the average
employer contribution rate for any State for any calendar year
is that percentage obtained by dividing-

(A) the total of the contributions paid into the State unem-
ployment fund with respect to such calendar year, by

(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to such calendar year.

For purposes of subparagraph (C) of subsection (c) (8), if the
average employer contribution rate for any State for any cal-
endar year (determined without regard to this sentence) equals
or exceeds 2.7 percent, such rate shall be determined by increas-
ing the amount taken into account under subparagraph (A) of
the preceding sentence by the aggregate amount of employee pay-
ments (if any) into the unemployment fund of such State with
respect to such calendar year which are to be used solely in the
payment of unemployment compensation.

(5) 5-yusa DmE Coor RAT&.-For purposes of subparagraph
(C) of subsedtion (c) (8), the 5-year benefit cost rate applicable
to any State for any taxable year is that percentage obtained by
dividing-

(A) one-fifth of the total of the compensation paid under
the State unemployment compensation law during the 5-year
period ending at the close of the second calendar year pre-
ceding such taxable year, by

(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to the first calendar year preceding such taxable year.

(6) RoUwNwo.--If any percentage referred to in either sub-
paragraph (B) or (0) of subsection (c) (8) is not a multiple of *
.1 percent, it shall be rounded to the nearest multiple of .1 percent. V

MC Sec. 33(d)
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[(Rsfr July I37]

(7) DE SRMoNATION AND CVWM CATION O PBwR a --ThS
percentage referred to in subsction (c) (8) (B) or (C) for any
taxable year for any State hai a balance referred to therein
shall be determined by the Secretary of Labor, and shall be certi.
fied by him to the Secretary of the Treasury before June I of
such year, on the basis of a report furnished by such State to the
Secretary of Labor before May 1 of such year. Any such State
report shall be made as of the close of March 81 of the taxable
year, and shall be made on such forms, and shall contain such
information, as the Secretary of Labor deems necessary to the
performance of his duties under this section.

(8) C0o1 Rruaw -
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Fo rducio of total rMdJts allowable under subection ( saeeno

t 04 of the Tempono Ut Coa atl 10W9K'
(e) Suconssono Eawwy.-subject to the limits provided by sub.

section (0),ift- -
(1) an employer acquires during any calendar year substan-

tially all the property used in the trade or business of another
person, or used in a separate unit of a trade or business of such
other person, and immediately after the acquisition employs in
his trade or business one or more individuals who immediately
prior to the acquisition were employed in the trade or business
of such other person, and

(2) such other person is not an employer for the calendar year
in which the acquisition takes place,

then, for the calendar year in which the acquisition takes place, in
addition to the credits allowed under subsections (a) and (b)', such
employer may credit against the tax imposed by section 8801 for such
year an amount equal to the credits which (without regard to sub-
section (c)) would have been allowable to such other person under
subsections (a) and (b) and this subsection for such year, if such other
person had been an employer, with respect to remuneration subject to

aSeof 104 of the Temporary Uasmplorment Compensation Act of 1958 reads:
Repaymmt

Smee. 15. ThM total credits allowed under section 3802(c) of the 7ederal Unemploymeut
Ta.Act (26 U.L•e 802(c)) to tapsyres wltI respect to waee attributable to a State
shall be reduced-

(1) for the taxable year begInning on January 1, 1983, by 5 percent of the tax In.
posed by section 3301 of the Federal Unemployment Tax Act, and

(2) for any succeeding taxable yeer, by 10 percent of the tax tmposed by said
etlos 3801.

unless and until the Seretary of the Treasurv finds that before November 10 of the
taxable year there bays been restored to the Treasury the amounts of temporarl unem.
ployment compensation paid In the State under this Act (except amounts paid to indli
viduals who exhausted their unemployment compensation under title XV of the Social
Security Act and the title IV of the Veterans' Rea4justment A slstance Act of 1051 prior to
their making their Afrt claims under this Act), the amount of costs Incurred In the
admlaletration of this Act with respect to the Sfate, and h mutetmtdb hSeeretar of Labor a the State's proportionate share other costs Incurred in the
ministration of this AeL In applying clauses (1) and (2) of the preceding sentence, the

" tax Imposed by section 3308 of the Federal Unemployment Tax Act shall be eom"utedW t
the rate of 8 percent in Ileu of the rate provided by such section. At the request' tnade
before November 1 of the taxable year) of the Governor of any State, the Secretar of
Labor sdhal, as soon as practicable after June 30 or (If later) the date of the receipt of
such requet, certity to such Governor and to the Secretary of the Trasury the amount he
estimates for the taxable year beginning on Januay 1, 1i t, equal .15 percent (and for
any succeeding taxable yeat equals .3 percent) of the total of the remuneration which
would have been subject to contributions under the State unemployment compenstion
law with respect to the calendar year pi ceding such certicalltion If the dollar limit on
remuneration subject to contributions under such law were equal to the dollar limit under
section 3•80(b) (1) of the Federal Unemployment Tax Act for such calendar year. It. after
receiving such certfication and before November 10 of the tUable year. the State restores
to the general fund of the Treasury the amount so certified (and designates such rstora.
dlon as belngamade for purposes of this sentence), the reduction provided by the ist
sentence of this section shall not apply for such taxable year.
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contributions under the unemployment compensation law of a State
paid by such other person to the individual or individuals described
in paragraph (1).
SEC* 303. CONDITIONS OF ADDITIONAL CREDIT AL-

LOWANCE.
(a) SuTm STAND•A I--A taxpayer shall be allowed an additional

credit under section 8302(b) with respect to any reduced rate of
contributions permitted by a State law, only if the Secretary of Labor
finds that under such law-

(1) no reduced rate of contributions to a pooled fund or to a
partially pooled account is permitted to a person (or group of
persons) having individuals in his (or their) employ except on
the basis of his (or their) experience with respect to unemploy-
ment or other factors bearing a direct relation to unemployment
risk during not less than the 8 consecutive years immediately pre-
ceding the computation date;

(2) no reduced rate of contributions to a guaranteed employ-
ment account is permitted to a person (or a group of persons)
having individuals in his (or their) employ unless-

(A) the guaranty of remuneration was fulfilled in the year
preceding the computation date; and

(B) the balance of such account amounts to not less than
2% percent of that part of the payroll or payrolls for the
8 years preceding the computation date by which contribu-
tions to such account were measured; and

(C) such contributions were payable to such account with
respect to 8 years preceding the computation date;

(8) no reduced rate of contributions to a reserve account is
permitted to a person (or group of persons) having individuals
in his (or their) employ unless-

(A) compensation has been payable from such account
throughout the year preceding the computation date, and

(B) the balance of such account amounts to not leas than
five times the largest amount of compensation paid from
such account within any 1 of the 8 years preceding such date,
and

(C) the balance of such account amounts to not less than
2% percent of that part of the payroll or payrolls for the
8 years preceding such date by which contributions to such
account were measured, and

(D) such contributions were payable to such account with
respect to the 8 years preceding the computation date.
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For any person (or group of persons) who has (or have) not been

subject to the State law for a period of time sufficient to compute
the reduced rates permitted by pagraphs (1), (2), and (3) of this
subsection on a &-year basis (i), the period of time required may be
reduced to the amount of time the person (or group of persons) has
(or have) had experience under or has (or have) been subject to the
State law, whichever is appropriate, but in no case leas than I year
immediately preceding the computation date, or (ii) a reduced rate
(not leow than 1 percent) may be permitted by the State law on a rea.
sonable basis other than aA permitted by paragraph (1), (2), or (8).

(b) m anow.o r Tm Surrur or L oR Wr Rhm r TO
ADvmIONAL CmrW Au.OWANQC-

(1) On October 81 of each calendar year, the Secretary of
Labor shall certify to the Secretary the law of each State (certi-
fled by the Secretary of Labor as provided in section 3804 for the
LB-month period ending on such October 81 (10-month period in
the case of October 81,1972)), with respect to which he finds that
reduced rates of contributions were allowable with respect to
such 12- or 10-month period, as the case may be, only in accord-
ance with the provisions of subsection (a).

(2) If the Secretary of Labor finds that under the law of a
single State (certified by the Secretary of Labor as provided in
section 8804) more than one type of fund or account is maintained,
and reduced rates of contributions to more than one type of fund
or account were allowable with respect to any 12-month period
ending on October 81 (10-month period in the case of October 81,
1972), and one or more of such reduced rates were allowable under
conditions not fulfilling the requirements of subsection (a), the
Secretary of Labor shall, on October 81, certify to the Secretary
only those provisions of the State law pursuant to which reduced
rates of contributions were allowable with respect to such 12- or
10-month period, as the case may be, under conditions fulfilling
the requirements of subsection (a), and shall, in connection there-
with, designate the kind of fund or account, as defined in sub-
section (c), established by the provisions so certified. If the Secre-
tary of Labor finds that a part of any reduced rate of contribu-
tions payable under such law or under such provisions is required
to be paid into one fund or account and a part into another fund
or account, the Secretary of Labor shall make such certification
pursuant to this paragraph as he finds will assure the allowance
of additional credits only with respect to that part of the reduced
rate of contributions which is allowed under provisions which do
fulfill the requirements of subsewion (a).
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(8) The Secretary of Labor shall, within 80 days after any
Stat law is submitted to him for such purpose certify to the
State agency his flndihgs with respect to reduced rates of con-
tributions to a type of fund or account, as defined in subsection
(o), which are allowable under such State law only in accordance
with the provisions of subsection (a). After making such findings,
the Secretary of Labor shall not withhold his certification to the
Secretary of such State law, or of the provisions thereof with
respect to which such findings were made, for any 12-month
period ending on October 81 (10-month period in the case of
October 81, 1972) pursuant to paragraph (1) or (2) unless, after
reasonable notice and opportunity for hearing to the State agency,
the Secretary of Labor finds the State law no longer contains the
provisions specified in subsection (a) or the State has, with respect
to such 12- oe 1O-month period, as the case may be, failed to com-
ply substantially with any such provision.

(o) Danazoxs.-As used in this section-
(1) RzsuvZ AocouN.--The term "reserve account" means a

separate account in an unemployment fund, maintained with re-
spect to a person (or group of persons) having individuals in
his (or their) employ, from which account, unless such account is
exhausted, is paid all and only compensation payable on the basis
of services performed for such person (or for one or more of the
persons comprising the group).

(2) PooLuI xuND.--The term "pooled fund" means an unem-
ployment fund or any part thereof (other than a reserve account
or a guaranteed employment account) into which the total con-
tributions of persons contributing thereto are payable, in which
all contributions are mingled and undivided, and from which
compensation is payable to all individuals eligible for compensa,
tion from such fund.

(8) PAzrAuY T room AccouxT.--The term "partially pooled
account" means a part of an unemployment fund in which part of
the fund all contributions thereto are mingled and undivided, and
from which part of the fund compensation is payable only to
individuals to whom compensation would be payable from a re-
serve account or from a guaranteed employment account but for
the exhaustion or termination of sich reserve account or of such
guaranteed employment account. Payments from a reserve ac-
count or guaranteed employment account into a partially pooled
account shall not be construed to be inconsistent with the provi-
sions of paragraph (1) or (4).

(4) GUARANTED EMPWOYMENT AccotnT.--The term "guaran-
teed employment account" means a separate acccount, in an un-
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* employment fund, maintained with respect to a person (or group

of persons) having individuals in his (or their) employ who, in
accordance with the provisions of the Stat law or of a plan there.
under approved by the State agency,

(A) guarantees in advance at least 30 hours of work, for
which remuneration will be paid at not lea than stated rates,
for each of 40 weeks (or if more, 1 weekly hour may be de-
ducted for each added week guaranteed) in a year, to all the
individuals who are in his (or their) employ in, and who
continue to be available for suitable work inh one or more
distinct establishments, except that any such individual's
guaranty may commence after a probationary period (in-
cluded within the 11 or less consecutive weeks immediately
following the" first week in which the individual renders
services), and

(B) give security or assdrance, satisfactory to the State
agency, for the fulfillment of such guaranties, from which
account, unless such account is exhausted or terminated, is
paid all and only compensation, payable on the basis of serv-
ices performed for such person (or for one or more of the
persons comprising the group), to any such individual whose
guaranteed remuneration has not been paid (either pursuant
to the guaranty or from the security or assurance provided
for the fulfillment of the guaranty), or whose guaranty is
not renewed and who is otherwise eligible for compensation
under the State law.

(5) YzA&-The term "year" means any 12 consecutive calendar
months.

(6) BALwcz.-The term "balance", with respect to a reserve
account or a guaranteed employment account, means the amount
standing to the credit of the account as of the computation date;
except that, if subsequent to January 1, 1940, any moneys have
been paid into or credited to such account other than payments
thereto by persons having individuals in their employ, such term
shall mean the amount in such account as of the computation date
less the total of such other moneys paid into or credited to such
account subsequent to January 1,1940.

(7) COxPmT.%ON DAT•-The term "computation date" means
the date, occurring at least once in each calendar year and within
27 weeks prior to the effective date of new rates of contributions,
as of which such rates are computed.

(8) Ri•uGw nwT.-The term "reduced rate" means a rate of
contributions lower than the standard rate applicable under the
State law, and the term "standard rate" means the rate on the
basis of which variations therefrom are computed.
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(d) Vow#rw=,r CoumuTmoxs--A State law may, without being

deemed to violate the standards set forth in submction (a), permit
voluntary contributions to be used in the computation of reduced rates
if such contributions are paid prior to the expiration of 120 days after
the be nning of the year for which such rates are effective.

(e) PAxaum sy CrTAix NoNnomnr OaoAxznz'oxs.--A State
may, without being deemed to violate the standards set forth in sub.
section (a), permit an organization (or a group of organizations) de-
scribed in section 501(c) (8) which is exempt from income tax under
section 501(a) to elect (in lieu of paying contributions) to paj into
the State unemployment fund amounts equal to the amounts of comrn
pensation attributable under the State law to service performed in the
employ of such organization (or group).

(f) TIwAx•oz.--To facilitate the orderly transition to coverage
of service to which section 8809(a) (1) (A) applies, a State law may
provide that an organization (or group of organizations) which elects,
when such election fit becomes available under the State law, to
make payments (in lieu of contributions) into the State unemploy-
ment fund as provided in section 8809(a) (2), and which had paid
contributions into such fund under the State law with respect to such
service performed in its employ before January 1, 1989, is not, re-

/ quired to make any such payments (in lieu of contributions) on ac-
count of compensation paid after its election as heretofore described
which is attributable under the State law to service performed in its
employ, until the total of such compensation equals the amount--

(1) by which the contributions paid by such organization (or
group) with respect to a period before the election provided by
section 8809(a) (2), exceed

(2) the unemployment compensation for the same period which
was charged to the experience-rating account of such organiza-
tion (or group) or paid under the State law on the basis of wages
paid by it or service performed in its employ, whichever is
.appropriate

S SBEC. 3304. APPROVAL OF STATE LAWS&
(a) RE~Q w wsw.--The Secretary of Labor shall approve any

State law submitted to him, within 80 days of such submission, which
he finds provides thato-

(1) all compensation is to be paid through public employment
offices or such other agencies as the Secretary of Labor may
approve;

(2) no compensation shall be payable with respect to any day
of unemployment occurring within 2 years after the first day of
the first period with respect to which contributions are required;
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(8) all money received in the unemployment fund shall (ex-
cept for refunds of sums erroneously paid into such fund and
except. for refunds paid in accordance with the provisions of se-
tion 8805(b)) immediately upon such receipt be paid over to the
Secrary to the credit of the UnemploymeutTrust Fund estab-
lished by section 904 of the Social Security Act (49 Stat. 640; 50
Stat. 1104, 1105; 42 UAS.C. 1104);

(4) all money withdrawn from the unemployment fund of the
State shall be used solely in the payment of unemployment com-
pensation, exclusive of expenses of administration, and for re-
funds of sums erroneously paid into such fund and refunds paid
in accordance with the provisions of section 3305(b); except

(A) an amount equal to the amount of employee payments
into the unemployment fund of a State may be used in the
payment of cash benefits to individuals with respect to their
disability, exclusive of expenses of administration; and

(B) the amounts specified by section 9on(c) (2) of the
Social Security Act may, subject to the conditions prescribed
in such section, be used for expenses incurred by the State
for administration of its unemployment compensation law
and public employment offices;

(5) compensation shall not be denied in such State to any
otherwise eligible individual for refusing to accept new work un-
der any of the following conditions:

(A) if the position offered is vacant due directly to a strike,
lockout, or other labor dispute;

(B) if the wages, hours, or other conditions of the work
offered are substantially less favorable to the individual than
those prevailing for similar work in the locality;

(C) if as. a condition of being employed, the individual
would be required to join a company union or to resign from
or refrain from joining any bons fide labor organization;

(6) (A) compensation is payable on the basis of service to which
section 8809(a) (1) applies, in the same amount, on the same terms,
and subject to the same conditions as compensation payable on the
basis of other service subject to such law; except that, with re-
spect to service in an instructional, research, or principal admin-
istrative capacity for an institution of higher education to
which section 3809(a) (1) applies, compensation shall not be pay-
able based on such service for any week commencing during the
period between two successive academic years (or, when the con-
tract provides instead for a similar period between two regular but
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not successive terms, during such period) to any individual who
has a contract to perform services in any such capacity for any
institution' or institutions of higher education for both of such
academic years or both of such terms, and

(B) payments (in lieu of contributions) which respect to service
to which section 8809 (a) (1) (A) applies may be made into the
State unemployment fund on the basis set forth in section 3809
(a) (2) ;

(7) an individual who has received compensation during his
benefit year is required to have had work since the beginning of
such year in order to qualify for compensation in his next benefit
year;

(8) compensation shall not be denied to an individual for any
week because he is in training with the approval of the State
agency (or because of the application, to any such week in train.
ing, of State law provisions relating to availability for work,
active search for work, or refusal to accept work);

(9) (A) compensation shall not be denied or reduced to an in-
dividual solely because he files a claim in another State (or a
contiguous country with which the United States has an agree-
ment with respect to unemployment compensation) or because
he resides in another State (or such a contiguous country) at the
time he files a claim for unemployment compensation;

(B) the State shall participate in any arrangements for the
payment of compensation on the basis of combining an individ-
ual's wages and employment covered under the State law with his
wages and employment covered under the unemployment compen-
sation law of other States which are approved by the Secretary of
Labor in consultation with the State unemployment compensation
agencies as reasonably calculated to assure the prompt and full
payment of compensation in such situations. Any such arrange-
ment shall include provisions for (I) applying the base period
of a single State law to a claim involving the combining of an
individual's wages and employment covered under two or more
State laws, and (ii) avoiding duplicate use of wages and employ-
ment by reason of such combining;

(10) compensation shall not be denied to any individual by
reason of cancellation of wage credits or total reduction of his
benefit rights for any cause other than discharge for misconduct
connected with his work, fraud in connection with a claim
for compensation, or receipt of disqualifying income;

(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1970.
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(12) each political subdivision of the State shall have the right

to elect to have compensation payabie to employees thereof (whose
services are not otherwise subject to such law) based on service
performed by such employees in the hospitals and institutions of
higher education (as defined in section 8809 (d)) operated by such
political subdivision; and, if any such political subdivision does
elect to have compensation payable to such employees thereof (A)
the political subdivision shall pay into the State unemployment
fund, with respect to the service of such employees, payments (in
lieu of contributions), and (B) such employees will be entitled
to receive, on the basis of such service, compensation payable on
the same basis, in the same amount, on the same terms, and sub.
ject to the same conditions as compensation which is payable on
the basis of similar service for the State which is subject to such
law;
la(18) 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) NowmJcArrox.-The Secretary of Labor shall, upon approving
such law, notify the governor of the State of his approval.

(c) CErtzCATrOox.-On October 81 of each taxable year the Secre-
tary of Labor shall certify to the Secretary each State whose law he
has previously approved, except that he shall not certify any State
which, after reasonable notice and opportunity for hearing to the
State agency, the Secretary of Labor finds has amended its law so that
it no longer contains the provisions specified in subsection (a) or has
with respect to the 12-month period ending on such October 81 failed
to comply substantially with any such provision in such subsection.
No finding of a failure to comply substantially with any provision in
paragraph (5) of subsection (a) shall be based on an application or
interpretation of State law (1) until all administrative review pro-
vided for under the laws of the State has been exhausted, or (2) with
respect to which the time for judicial review provided by the laws of
the State has not expired, or (8) with respect to which any judicial
review is pending. On Oc4tober 81 of any taxable year after 1971, the
Secretary shall not certify any State which, after reasonable notice
and opportunity for hearing to the State agency, the Secretary of
Labor finds has failed to amend its law so that it contains each of the
provisions required by reason of the enactment of the Employment
Security Amendments of 1970 to be included therein, or has with
respect to the 12-month period (10-month period in the case of Octo-
ber 81,1972) ending on such October 81, failed to comply substantially
with any such provision.

44-.21 40414 0 - 71• 41
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(d) NmTcs or xoxcz mcATnoxe--If at any time the Secretary of

Labor has reason to believe that a Stat. whom law he has previously
approved may not be certified under su6bsect (o), he shall promptly
so notify the governor bf such State.

(e) Cnuxoz or Law wmuxo is-mom= ,wo..-Whenevert--
(1) any provisions of this section, section 8802, or section 8808

O6 refers to a 12-month period ending on October 81 of a year, and
(2) the law applicable to one portion of such period differs

from the law applicable to another portion of such period,
then such provision shall be applied by taking into account for
each such portion the law applicable to such portion.

SEC. 3805. APPLICABILITY OF STATE LAW.
(a) ImUwSATE Axo Poaziow Coxmmucz--No person required un-

der a State law to make payments to an unemployment fund shall be
relieved from compliance therewith on the ground that he is en-
gaged in interstate or foreign commerce, or that the State law does
not distinguish between employees engaged in interstate or foreign
commerce and those engaged In intrastate commerce.

(b) Fzozn Isxrmu)zxTArriA I.s rGzO ruP.At.-The legislature of
any State may require any instrumenttality of the United States
(other than an instrumentality to which section 8808(c) (6) applies),
and the individuals in its employ, to make contributions to an unem-
ployment fuid under a State unemployment compensation law ap-
proved by the Secretary of Labor under section 8804 and (except as
provided in section 5240 of the Revised Statutes, as amended (12
U.S.C., sec. 484), and as modified by subsection (c)), to comply other-
wise with such law. The permission granted in this subsection shall
apply (A) only to the extent that no discrimination is made against
such instrumentality, so that if the rate of contribution is uniform
upon all other persons subject to such law on account of having in-
dividuals in their employ, and upon all employees of such persons,
respectively, the contributions required of such instrumentality or the
individuals in its employ shall not be at a greater rate than is required
of such other persons and such employees, and if the rates are deter-
mined separately for different persons or classes of persons having
individuals in their employ or for different classes of employees, the
determination shall be based solely upon unemployment experience
and other factors bearing a direct relation to unemployment risk; (B)
only if such State law mnqkes provision for the refund of any contribu-
tions required under such law from an instrumentality of the United
States or its employees for any year in the event such State is not
certified by the Secretary of Labor under section 8804 with respect
to such year; and (C) only if such State law makes provision for the
payment of unemployment compensation to any employee of any such

MOWN&
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instrumentality of the United Stats in the same amount, on the same
terms, and subject to the same conditions as unemployment compen.
satJon is payable to employees of other employers under the State
unemployment compensation law.

(c) NATioNAL BaMr-Nothing contained in section 5240 of the
Revised Statutes, as amended (13 U.S.C. 484), shall prevent any
Stat. from requiring any national banking association to render re-
turns and reports relative to the association's employees, their remu-
neration and services, to the same extent that other persons are re-
quired to render like returns and reports under a State law requir-
ing contributions to an unemployment fund. The Comptroller of the
Currency shallW, upon receipt of a copy of any such return or report of
a national bankhg association from, and upon request of, any duly
authorized official, body, or commission of a State, cause an examina-
tion of the correctness of such return or report to be made at the time
of the next succeeding examination of such association, and shall
thereupon transmit to such official, body, or commission a complete
statement of his findings respecting the accuracy of such returns or
reports.

(d) Frmz. Pbosm -r.-No person shall be relieved from compli-
ance with a State unemployment compensation law on the ground
that services were performed on land or premises owned, held, or
powaned. by the United States, and any State shall have full jurisdic-
tion and power to enforce the provisions of such law to the same extent
and with the same effect as though such place were not owned, held, or
possessed by the United States,

(e) Bozmvnvz PowzR Amxtmn AToL--Repealed.]
(f) AxMwArN VEssts--The legislature of any State in which a

person maintains the operating office, from which the operations of
an American vessel operating on navigable waters within or within
and without the United States are ordinarily and regularly supervised,
managed, directed and controlled, may require such person and the
officers and members of the crew of such vessel to make contributions
to its unemployment fund under its State unemployment compensa-
tion law approved by the Secretary of Labor under section 3304 and
otherwise to comply with its unemployment compensation law with
respect to the service performed by an officer or member of the crew
on or in connection with such vessel to the same extent and with the
same effect as though such service was performed entirely within such
State. Such person and the officers andjnembers of the crew of such
vessel shall not be required to make contribution, with respect to such
service, to the unemployment fund of any other State. The permis-

,oon granted by this subsection is subject to the condition that such
service shall be treated, for purposes of wage credits given employees,

W
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lihe other service subject to such Stat unemployment comp aMtion
law 'fors or person in such State, and also subject tothe
M limitation, with respect to contributions required ft im such per-

son and from he officers and members of the crew of such vessel, as is
imposed by the second sentenm (other than clause (B) thereof) of
subsecion (b) with respect to contributions required from instru-

, mentalities of the United States and from individuals in their employ.
(g) Vsszus OnmA, Br (1mw Aoam or UITU STATES.-

The permission granted by subsection (f) shall apply in the same
manner and under the same conditions (including the obligation to
comply with all requirements of State unemployment compensation
laws) to general agents of the Secretary of Commerce with respect to
service performed on or after July 1, 1958, by officers and members of
the crew on or in connection with American vessel*-

(1) owned by or bareboat chartered to the United States, and
(9) whose business is conducted by such general agent&

As to any such vessel, the State permitted to require contributions on
account of such service shall be the State to which the general agent
would make contributions if the vessel were operated for his, own
account. Such general agents are designated, for this purpose, lnstru-
mentalities of the United States neither wholly nor partially owned
by It and shall not be exempt from the tax imposed by section 8801.
The permission granted by this subsection is subject to the same con.
ditions and limitations as are imposed in subsection (f), except that
clause (B) of the second sentence of subsection (b) shall apply.

(h) RB umzxtn st SrA~z or CoxTvnuoNs.--Any State may,
as to service performed on or after July 1, 1958, and on account of
which contributions are made pursuant to subsection (g)-

(1) require contributions from persons performing such serv-
ice under its unemployment compensation law or temporary dis-
ability insurance law administered in connection therewith, and

(2) require general agents of the Secretary of Commerce to
make contributions under such temporary disability insurance
law to make such deductions from wages or remuneration as
are required by such unemployment compensation or temporary
disability insurance law.

(i)ý Gz(imi Aovn As Lzw Emwr.--Each general agent of the
Secretary of Commerce making contributions pursuant to subsection
(g) or (h) shall, for purposes of such subsecions, be considered a
legal entity in his capacity as an instrumentality of the United States,
separate and distinct from his identity as a person employing individ.
uals on his own account.

(j) Duiur or Cuomrrs Cuarni Czsu--Any person required,
pursuant to the permission granted by this section, to make contribu-

- ,3;
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tions to an unemployment fund under a a unemployment oom-

pensIon law approved by the Secretary of Labor under action 8804
A not be entitled to the credits permitted with respect to the un.

employment compensation law of a State, by subsections (a) and (b)
of action 8302 against the tax imposed by section 8801 for any tax-
able year after December 81, 1971, if, on October 81 of such taxable
year, the Secretary of Labor certifies to the Secretary his finding,
after reasonable notice and opportunity for hearing to the State
agency, that the unemployment compensation law of such State is in-
consistent with any one or more of the conditions on the basis of which
such permission is granted or that, in the application of the State
law with respect to the 12-month period ending on such October 81,
there has been a substantial failure to comply with any one or more
of such conditions. For purposes of section 8810, a finding of the
Secretary of Labor under this subsection shall be treated as a finding
under section 8804(c).
SEC. 3806 DEFINITIONS

(a) Ex•wr.--For purposes of this chapter, the term "employer"
means, with respect to any calendar year, any person who-

(1) during any calendar quarter in the calendar year of the
preceding calendar year paid wages of $1,500 or more, or

(2) on each of soine 20 days during the calendar year or during
the preceding calendar year, each day being in a different calen-
dar week, employed at least one individual in employment for
some portion of the day.

(b) WAozs.-For purposes of this chapter, the term "wages" means
all remuneration for employment, including the cash value of all
remuneration paid in any medium other than cash; except that such
term shall not include--

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding para-
graphs of this subsection) equal to $4,0 with respect to employ-
ment has been paid to an individual by an employer during any
calendar year, is paid to such individual by such employer during
such calendar'year. If an employer (hereinafter referred to as
successor employer) during any calendar year acquires substan-
tially all the property used in a trade or business of another em-
ployer (hereinafter referred to as a predecessor), or used in a sepa-
rate unit of a trade or business of a predecessor, and immedi-
ately after the acquisition employs in his trade or business an
individual who immediately prior to the acquisition was employed
in the trade or business of such predecessor) then, for the purpose
of determining whether the successor employer has paid remunera-

* It, V
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tion (other than reunemrtion referred to in the succeeding pars
graph of this subsection) with respect to employment equal to

4900 to such individual during such calendar year, any r*
muneation (other than remuneration referred to In the succeed-
Ing paragraphs of this subsction) with respect to employment
paid (or coidered under this paragraph as having been paid)
to such individual by such predecessor during such calendar year

"" and prior to such acquisition shall be considered as having been
paid by such successor employer;

(9) the amount of any payment (including any amount paid by
an employer for Insuac or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an
employer which makes provision for his employees generally (or
for his employees generally and their dependents) or for a class
or classes of his employees (or for a class or classes of his on-
ployees and their dependents), on account of-

(A) rtirment, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;

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

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer to or on behalf of,
an employee after the expiration of 6 calendar months following
the last calendar month in which the employee worked for such
employer;

(6) any payment made to, or on behalf of, an employee or his
kenefcry--

(A) from or to a trust described in section 401(a) which
is exempt from tax under section 01 (a) at the time of such
payment unless such payment is made to an employee of the
trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust, or

(B) under or to an annuity plan which, at the time of such
payment, is a plan described in section 408(a), or

(0) under or to a bond purchase plan which, at the time
of such payment, is a qualified bond purchase plan described
in section 405(a) ;

W4
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(6) the payment by an employer (without deduction from the

remuneration of the employee)-
(A) of the tax imposed upon an employee under section

8101 (or the corresponding section of prior law), or
(B) of any payment required from an employee under a

State unemployment compensation law;
(7) remuneration paid in any medium other than cash to an em-

Wployee for service not in the course of the employer's trade or
business;

(8) any payment (other than vacation or sick pay) made to an
employee after the month in which he attains the age of 65, if he
did not work for the employer In the period for which such pay-
meat is made;

(9) remuneration paid to or on behalf of an employee if (and
to the extent that) at the time of the payment of such remunera-
tionit is reasonable to believe that a corresponding deduction is
allowable under section 217; or

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

(A) upon or after tite termination of an employee's em-
ployment relationship because of (I) death, (ii) retirement
for disability, or (iii) retirement after attaining an age speci-
fied in the plan referred to in subparagraph (,B) or iqi a pen-
sion plan of the employer, and

(B) under a plan established by the employer which makes
provision for his employees generally or a class or classes of
his employees (or for such employees or class or classes of
employees and their dependents), other than any such pay-
ment or series of payments which would have been paid if
the employee's employment relationship had not been so
terminated.

(c) EBPLowrwn T.--For purposes of this chapter, the'term "employ-
ment" means any service performed prior to 1955, which was employ-
ment for purposes of subchapter C of chapter 9 of the Internal Reve-
nue Code of 1989 under the law applicable to the period in which such
service was performed, and (A) any service, of whatever nature, per-
formed after 1954 by an employee for the person employing him,
irrespective of the citizenship or residence of either, (i) within the
United States, or (ii) on or in connection with an American vessel
or Americainaircraft under a contract of service which is entered into
within the United States or during the performance of which and
while the employee is employed on the vessel or aircraft it touches at
a port in the United States, if the employee is employed on and in



IRC sc. 30(c)
ou ton with such vessel or aircraft when outside the United States

and (B) any service of whatever nature, performed after 1971 outside
the United States (except in a contiguous country with which the
United States has an agreement relating to unemployment compensa-
tion or in the Virgin Islands) by a citizen of the United States as an
employee of an American employer (as defined in subsection (J) (8)),

-00 except-
I+ft (1) agricultural labor (as defined in subsection (k));

(2) domestic service in a private home, local college club, or
local chapter of a college fraternity or sorority;

(8) service not in the course of the employer's trade or business
performed in any calendar quarter by an employee, unless the
cash remuneration paid for such service is $50 or more and such
service is performed by an individual who is regularly employed
by such employer to perform such service. For purposes of this
paragraph, an individual shall be deemed to be regularly em-
ployed by an employer during a calendar quarter only if--

(A) on each of some 24 days during such quarter such in
dividual performs for such employer for some portion of the
day service not in the course of the employer's trade or busi-
ness, or

(B) such individual was regularly employed (as deter-
mined under subparagraph (A)) by such employer in the
performance of such service during the preceding calendar
quarter;

(4) service performed on or in connection with a vessel or air-
craft not an American vessel or American aircraft, if the em-
ployee is employed on and in connection with such vessel or air-
craft when outside the United States;

(5) service performed by an individual in the employ of his
son, daughter, or spouse, and service performed by a child under
the age of 21 in the employ of his father or mother;

(8) service performed in the employ of the United States Gov.
ernment or of an instrumentality of the United States which is-

(A) wholly or partially owned by the United States, or
(B) exempt from the tax imposed by section 8801 by

virtue of any provision of law which specifically, refersto-
such section (or the corresponding section of prior law) ingranting such exemption;

(7) service performed in the employ of a Stat., or any political
subdivision thereof, or any instrumentality of any one or more of
the foregoing which is wholly owned by one or more States or
political subdivisions; and any service performed in the employ.

us
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of any instrumentality of one or more States or political sub-
divisions to the extent that the instrumentality is, with respect to
such service, immune under the Constitution of the United States
from the tax imposed by section 8301;

(8) service performed In the employ of a religious, charitable,
educational, or other organization described in section 501(o) (8)
which is exempt from income tax under section 501 (a);

(9) service performed by an individual as an employee or em-
ployee representative as defined in section 1 of the Railroad Un-
employment Insurance Act (52 Stat. 1004, 1005; 45 U.S.C. 851) ;

(10)(A) service performed in any calendar quarter in the em.
plby of any organization exempt from income tax under section
501(a) (other than an organization described in section 401(a))
or under section 521, if the remuneration for such service is less
than $0W, or

(B) service performed in the employ of a school, college, or
university, if such service is performed (I) by a student who is
enrolled and is regularly attending classes at such school, college,
or university, or (ii) by the spouse of such a student, if such
spouse is advised, at the time such spouse commences to perform
such service, that (I) the employment of such spouse to perform
such services is provided under a program to provide financial
assistance to such student by such school, college, or university,
and (II) such employment will not be covered by any program
of unemployment insurance, or

(C) service performed by an individual under the age of 22
who is enrolled at a nonprofit or public educational institution
which normally maintains a regular faculty and curriculum and
normally has a regularly organized body of students in attendance
at the place where its educational activities are carried on as a
student in a full-time program, taken for credit at such institu-
tion, which combines academic instruction with work experience,
if such service is an integral part of such program, and such insti-

• - tution has so certified to the employer, except that this subpara-
graph shall not apply to service performed in a program estab-
lished for or on behalf of an employer or group of employers, or

(D) service performed in the employ of a hospital, if such
service is performed by a patient of such hospital;

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government-

IRC 89& 3306(c)
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(A) if the service is of a similar to that per,

formed in foreign countries by employees of the United
States Government or of an insmentality thereof; and

(B) if the Secretary of State shall certify to the Seretary
that the foMign government, with respect to whose nsru.
mentality exemption is claimed, grants an equivalent exemp.
tion with respect to similar service performed In the foreign
country by employees of the United States Government and
of instrumentalities thereof;

(18) service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is en.
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law; and service
performed as an intern In the employ of a hospital by an in.
dividual who bIa completed a 4 years' course in a medical school
chartered or approved pursuant t State law;

(14) service performed by an individual for a person as an in.
surance agent or as an insurance solicitor, if all such service per.
formed by such individual for such person is performed for re-
muneration solely by way of commission;

(15) (A) service performed by an individual under the age of
18 in the delivery or. distribution of newspapers or shopping news,
not including delivery or distribution to any point for subsequent
delivery or distribution;

(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be credited with the unsold newspapers ormagazines turned back;

(16) service performed in the employ of an international
organization;

(17) service performed by an individual in (or as an officer or
member of the crew of a vessel while it is engaged in) the catch.
ing, taking, harvesting, cultivating, or farming of any kind of
fish, shellfish, crustacea, sponges, seaweed or other aquatic forms
of animal and vegetable life (including service performed by an-
such Individual as an ordinary incident to any such activity),
except-
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(A) service performed in co-etion with the catching or

taking of salmon or halibut, for commercial purposes, and
(B) service performed on or in connection with a vesnel of

more than 10 net tons- (determined in the manner provided
for determining the register tonnage of merchant vessels
under the laws of the United States) ; or

(18) service which is performed by a nonresident alien indi-vidual for the period he is temporarily present in the United
States as a nonimmigrant under subparagraph (F) or (J) of sec-
tion 101(a) (15) of the Immigration and Nationality Act, as
amended, and which is performed to carry out the purpose speci-
fied in subparagraph (.F) or (J), as the case may be.

(d) IxcLxmw A"I ExcLwuo SzmVcL-For purposes of this chap-
ter, if the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the serv-
ices of such employee for such period shall be deemed to be employ-
ment. As used in this subsection, the term "pay period" means a
period (of not more than 81 consecutive days) for which a payment
of remuneration is ordinarily made to the employee by the person
employing him. This subsection shall not be applicable with respect
to services performed in a pay period by an employee for the person
employing him, where any of such service is excepted by subsection
(c)(9).

(e) STATz AogNcy.-- For purposes of this chapter, then term "State
agency" means any State officer, board, or other authority, designated
under a State law to administer the unemployment fund in such State.

(f) UNEMPxmYxT fvm).-For purposes of this chapter, the term
"unemployment fund" means a special fund, established under a State
law and administered by a State agency, for the payment of compen-
sation. Any sums standing to the account of the State agency in the
Unemployment Trust Fund established by section 904 of the Social
Security Act, as amended (49 Stat. 640; 52 Stat. 1104,1105; 42 U.S.C.
1104), shall be deemed to be a part of the unemployment fund of the
State and no sums paid out of the Unemployment Trust Fund to such
State agency shall cease to be a part of the unemployment funds of the
State until expended by smch State agency. An unemployment fund
shall be deemed to be maintained during a taxable year only if
throughout such year, or such portion of the year as the unemploy-

go5
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ment fund was in existence, no part of the moneys of such fund was
expended for any purpose other than the payment of compensation
(exclusive of expense of administration) and for refunds of sums
erroneously paid into such fund and refunds paid in accordance with
the provisions of section 880(b); except that-

(1) an amount equal to the amount of employee payments into
Oleo the unemployment fund of a State may be used in the payment of
•" cash benefits to individuals with respect to their disability, exclu-

sive of expenses of administration; and
(2) the amounts specified by section 908(c) (2) of the Social

Security Act may, subject to the conditions prescribed in such
action, be used for expenses incurred by the State for adminis-

trtion of its unemployment compensation law and public em-
ployment office

(g) Com imoxs--For purposes of this chapter, the term "con-
tributions" meam payments required by a State law to be made into
an unemployment fund by any person on account of having individ-
uals in his employ, to the extent that such payments are made by him
without being deducted or deductible from the remuneration of indi-
viduals in his employ.

(h) Coxn, wm•ox.-For purposes of this chapter, the term "com-
pensation" means cash benefits payable to individuals with respect to
their unemployment.

(i) Ewwruie-For purposes of this chapter, the term "employee"
has the meaning assigned to such term by section 8121(d), except that
subparagraphs (B) and (C) of paragraph (8) shall not apply.

(j) STATB, UNITE STATzsu AxD CrzzN.-For purposes of this
&haptV*-

(1) STATI-The term "State" includes the District of Colum-
bia and the Commonwealth of Puerto Rico.

(2) Umum SmTAfm--The term "United States" when used in
a geographical sense includes the States, the District of Columbi
and the Commonwealth of Puerto Rico.

(8) Axz•mcx B owuL-The term "American employer"
mean a person who is-

(A) an individual who is a resident of the United States,
(B) a partnership, if two-thirds or more of the partners

are residents of the United States,
(C) a trust, if all of the trustees are residents of the United

Statb, or
(D) a corporation organized under the laws of the United

States or of any State.
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An individual who is a citizen of the Commonwealth of Puerto Rico
(but not otherwise a citizen of the United States) shall be considered
for purposes of this section, as a citizen of the United States.

(k) Aoacuvruw ma.--For purposes of this chapter, the term
"agricultural labor" has the meaning assigned to such term by subsew
tion (g) of section 8121, except that for purposes of this chapter sub.
paragraph (B) of paragraph (4) of such subsection (g) shall be
treated as reading:

(B) in the employ of a group of operators of farms (or a coop.
erative organization of which such operators are members) in the
performance of service described in subparagraph (A), but only
if such operators produced more than one-half of the commodity
with respect to which such service is performed.

(1) Crtrrzx- Exrnwom ow Bo.x'vir6  Powim An•xi.• •rox.-
[Repealed.]

(m) AMERCAmx VESSEL AN.o Aiciarr.--For purposes of this
chapter, the term "American vessel" means any vessel documented or
numbered under the laws of the United States; and includes any
vessel which is neither documented or numbered tinder the laws of
the United States nor documented under the laws of any foreign
country, if its crew is employed solely by one or more citizens or resi-
dents of the United States or corporations organized under the laws
of the United States or of any State; and the term "American air-
craft" means an aircraft registered under the laws of the United
States.

(n) VssL OmPATED r Gpxzcw Aoz.xrs 0o U.Nrr STATs.--
Notwithstanding the provisions of subsection (c) (6), service per-
formed on or after July 1, 1958, by officers and members of the crew of
a vessel which would otherwise be included as employment under sub-
section (c) shall not be excluded by reason of the fact that it is per-
formed on or in connection with an American vessel-

(1) owned by or bareboat chartered to the United States, and
(2) whose business is conducted by a general agent of the Secre.

tary of Commerce.
S For purposes of this chapter, each such general agent shall be con-

sidered a legal entity in his capacity as such general agent, separate
and distinct from his identity as a person employing individuals on
his own account, and the officers and members of the crew of such an
American vessel whose business is conducted by a general agent of the
Secretary of Commerce shall be deemed to be performing services
for such general agent rather than the United States. Each such
general agent who in his capacity as such is an employer within the
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meaning of subsection (a) shall be subject to all the requirement. im-

which constitutes employment by reason of this subsection.
SEC. S3W7. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS&

Whenever under this chapter or any act of Congress, or under the
law of any State, an employer is required or permitted to deduct any_

<amount from the remuneration of an employee and to pay the amount
deducted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall be considered to have been paid to the employee at the time of
such deduction.

SEC. 3308. INSTRUMENTALITIES OF THE
UNITED STATES

Notwithstanding any other provision of law (whether enacted before
or %fter the enactment of this section) which grants to any instru-
mentality of the United States an exemption from taxation, such in.
strumentality shall not be exempt from the tax imposed by section 8801-
unless such other provision of law grants a specific exemption, by refer.
ence to section 8801 (or the corresponding section of prior law), from
the tax imposed by such section. y

SEC. 3809. STATE LAW COVERAGE OF CERTAIN SERV-
ICES PERFORMED FOR NONPROFIT ORGA-
NIZATIONS AND FOR, STATIC HOSPITAL$
'AND'1NSTITUTIONS '0T1=IHER7"DUCAo
TION.

(a) STaTs Law R wunm wrs.-- For purposes of section 8804(a)(6)-.
(1) except as otherwise provided In subsections (b) and (c),

the services to which this paragraph applies are-
(A) service excluded from the term "employment" solely by

reason of paragraph (8) of section 8806(o), and
(B) service performed in the employ of the State, or any

instrumentality of the State or of the State and one or more
other-Statei-fotýa hospit!- orinsitutiow ofhigher~eduao.• _
located in the State, if such service, is excluded from the term
"employment" solely by ireasn of paragraph (1) of section
88(c) and

(2) the State law shall provide that an organization (or group
of, organizatiom),wh -lbut q hniiar a .
graph, would be liable for contributions with respect to setvice to
which paragraph (1) (A) applies may elect, for such minimum
period and at such time as may provided by State law, to pay



IRC SBee 809(d)
(in lieu of such contribu to the StAte unempnopMent fund.

~~amounts equal to the amounts of compensation attributable wider
the State law to such service. The State law may provide sate-
guards to ensure that organization so electing will make the
payments required under such elections.

(b) Swcro NoT To Ami To Cmr'w Smcvz.--This section
,,eoý shall not apply to service performed-

(1) in the employ of (A) a church or convention or association
of churches, or (B) an organization which is operated primarily
for religious purposes and which is operated, supervised, con-
trolled, or principally supported by a church or convention or
association of churches;

(2) by a duly ordained, commissioned, or licensed minister of a
church in the exercise of his ministry or by a member of o religious
order in the exercise of duties required by such order;

(8) in the employ of a school which is not an Insitution of
higher education

(4) in a facility conducted for the purpose of carrying out a
program of--

(A) rehabilitation for individuals whose earning capacity
is impaired by age or physical or mental deficiency or injury,
or

(B) providing remunerative work for individuals who be-
cause of their- impaired physical or mental capacity cannot

.. .. . be-readily absorbed-inhe-competitiv-labor-market~by anrUn
dividual receiving such rehabilitation or remunerative work;

(6) as part of an unemployment work-relief or work-tridning
program assisted or financed in whole or in part by any Federal
agency or an agency of a State or political subdivision thereof,
by an individual receiving such work relief or work training; and

(0) for a hospital in a State prison or other State correctional
institution by an inmate otthe prison orcorrectional institution.

(c) Nowivorrr ORoAKzATxoxs Mus'r Ewtoy 4 oR Moiw--This see-
tion shall not apply to service performed during any calendar year in
the employ of any organization unless on each of some 20 day during
such calendar year or the precedihig- calendar year, each day being in a
different calendar week, the total number of individuals who were em-
ployed- by such organization in employment (determi;4ed without
regard to section 3Q8(c) (8)_und by excluding service to which this
section does not apply by reason of subsection 0b) for some L portion

- -"fhe cdy (l whether •• no athe same moment of time) was 4 or more.
(d) Dmrmow or IxTST toW or Hiomn EDucAvoO.---For pur-

poses of this ction, theterm "institution of higher education" means
an educational'institution in any State which-..

Wf
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tiflea of graduation from a high school, or the recognized equiva.
lent of such a certificate;

(2) is legally authorized within such Stat to provide a
program of education beyond high school;

(8) provides an educational program for which it awards a
bachelor's or higher degree, or provides a program' which is ac-

" ceptable for full credit toward such a degree, or offers a program
of training t6 prepare students for gainful employment in a rec-
ognized occupation; and

'(4) i sa public or other nonprofit institution.
SBC. 3310o JUDICIAL REVIEW.

st) IN Gzwzw.--Whenever under section 8808(b) or section
880(o) the Secretary of Labor makes a finding pursuant to which he
is required to withhol& a certification with respect to a State unde4,
such section, such State may, within 60 clays after the Governor of the
State has been notified of such action, file with the United States court
of appeals for the circuit in which such State is located or with the
United States Court of Appeals for the District of Columbia, a peti-
tion for review of such action. A copy of the petition shall be forthwith
trumnitted by the clerk of the court to the Secretary of Labor. The
Secrtry of Labor thereupon shall Mle in the court the record of the
proceedings on which he-based his action as provided in section 2112 of

_ _ t28of otho.Unite&Stt.Code ......... ...........
(b) Fimmos or Fo.--The findings of fact by the Secretary of

Labor, if supported by substantial evidence, shall be conclusive; but
the court, for good cause shown, may remand the case to the Secretary
of Labor to take further evidence, and the Secretary of Labor may
thereupon make new or modified findings of fact and may modify his
previous action, and shall certify to the court the record of the further
proceedings. Such new or modified findings of fact shall likewise be
conclusive if supported by substantial evidence.

(e) JiJUJn5D oT or Comrr; Rzvnw,--The comwt shall have juris.
diction to ffi the action of the Secretary of Labor or to set it aside,

+ -in-wholtinj. xLr. The judgment of the court shall be subject to
review by the Supreme Court o•• Uiitast-
certification as provided in section 14 of title 28 of the United States
Code.6

(d) STAY or qSutrxWr oFLAORo's Aorzmo.-
.hf-SkreW• fLAbor small' not-withhold, any certifica-

tion under section 8808(b) or section M804(e) until the expiration
of 60 days after the Governor. of the 8ta has been notified of
the action referred to in subsection' (a) or until the State has.
filed a petition for review of such action, whichever is earlier.-
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section shall stay the Secretary's action for a period of 80 deys,
and the court may thereafter grat interim relief if warranted,
including a further stay of the Secretary's action and including
such other relief as may be necemary to prnsve status or rights.

(e) P•w,--Any judicial proceeding under this section shall
be entitled to, and, upon request of the Secretary or the 8tate shall

" receive a preference and shall be heard and determined as expeditiously
as pomible.
SEC. 3811. SHORT TITLE.

This chapter may be cited as the "Federal Unemployment Tot Act*"

CHAPTER 26..GENERAL PROVISIONS RELATING
TO EMPLOYMENT TAXES

SEC. 8501. COLLECTION AND PAYMENT OF TAXES.
The taxes imposed by this subtitle shall be collected by the Secretary

or his delegate and shall be paid into the Treasury of the United
States as internal-revenue collections.
SEC. 3M NONDEDUCTIBILITY OF TAXES IN COMPUT.

ING TAXABLE INCOME.
(a) The taxes imposed by section 8101 of chapter 21, and by sections

8201 and 8211 of chapter 22 shall not be allowed as a deduction to the
taxpayer in computing taxable income under subtitle A.

(b) The tax deducted and withheld under chapter 24 shall not be
allowed as a deduction either to the employer or to the recipient of
thi inim4ifi W imputms 4"le income under subtitle A.'
8EC. 85330 ERRONEOUS PAYMENT&

Any tax paid under chapter 21 or 22 by a taxpayer with respect to
say period with respect to which he is not liable to tax under such

.• chapter shall be credited against the tax, if any, imposed by such other
chapterupon tb taxpayer, and the balance, if any, shall be refunded.
SEC. 3504. ACTS TO BE PERFORMED BY AGENTS.

In case a fiduciary agent, or other person has the control, receipt,
custody, or disposal of, or pays the wages of an employee or group of
employees, employed by one or more employers, the Speretary or his
delegate, under regulations prescribed by him, is authorized to desig.
nate such fiduciary, agent, or other person to perform such acts as
are required of employers under thi title and as the Secretary or
his delegate may specify. Except as may be otherwise prescribed by
tjp §!ýqrtary or hi delegate, all provisions of law includingg pena

"4251; 464634 0 -*-4

on
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--- tie)espplictblr-n-respectof ws-employer shall be applicable -to a -..
fiduciarys, agent, or other person so designated but, except as so pro-
vided, the employer for whom such fiduciary, agent, or other person
act shall muain subject to the provisions of l4w (including penolties)
applicable in respect of employers

Subtitle F--Procdur and Administration

CHAPTER 61--INFORMATION AND RETURNS

Chapter 61. Information and returns.
Chapter 62 Time and place for paying tax.
Chapter 6L8 Aessment.
Chaptet 64. Collection.

Chapter 65L Abatements, credits, and refunds.,
ChMPter 66 Lmnltftlonu
Chapter 6f. Interest.
Chapter 6& Additions to the tax, additional amounts, and asmsable

penalties.
Chapter 68. General provisions relating to stamps.
OCaptei 70. Jeopardy, bankruptcy and recelvershlps.
Chapter 71. Transferees and fiduclarles.
Chapter T7, Licensing and registration.
Chapter IL8- Bonds.
Chapter 74. Closing agreements and compromises.
Chapter 75. Crimes, other offenses, and forfeitures.
Chapter 70. Judicial proceedings. -
Chapter 77. Miscellaneous provisions
Chapter 78, Discovery of liability and enforcement of title.
Chapter 79. Definitions.
ChaptW 80. -General Rules. .

pap'

Oft 680-1 Notice or regulations requiring records, statements, -and special
- returns ----------------------------------------- 5

. 6011, General requirements of return, statement, or Hst -----------. 6
c.6017T. Self.-employment tax returns ----------------------- 658

Se 6020. Returns prepared for or executed byi Secretary ----------- 658
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.... 6W00V NOT[CROrEIGULATIO!s FRQUJIRING RE9
ORDS, STATEMENTS, AND SPECIAL RZ-
TURNS.

Every person liable for any tax imposed bt- this title, or for the
collection thereof, shall keep such records, render such statements,
make such returns, and comply with such rules and regulations as the< Secretary or his delegate may from time to time prescribe. Whenever
in the judgment of the Secretary or his delegate it is necessary, he may
require any person, by notice served upon such person or by regula-
tions, to make such returns, render such statements, or keep such
records, as the Secretary or his delegate deems sullicient to show
whether or not such person is liable for tax under this title.

SBC. 6011. GENERAL REQUIREMENT OF RETURN, STATE*
MENT, OR LIST.

(a) GammAw Rur--When required by regulations prescribed by
the Secretary or his delegate any person made liable for any tax im-
posed by this title, or for the collection thereof, shall make return or
statement according to the forms and regulations prescribed by the
Secre~ry or his delegate, Every person required to make a return or
statement shallinclude therein the information required by such f6rms
or regulation.

(b) TDzrmo4&OTNr or TAZvAr.--The Secretary or his delegate is
authorized to require such information with respect to persons subject
to the taxes imposed by chapter 21 or chapter 24 as is necessary or
helpful in securing proper identification of such persons.

-SEO, 6017. SELF-EMPLOYMENT-TAX RETURNS.... .
Every individual (other than a nonresident alien individual) hav-

ing net earnings from self-employment of $00 or more for the taxable
year shal make a return with respect to the self-employment tax in-
posed by chapter 2, In the case of a husband and wife filing a joint
return under section 6018, the tax imposed by chapter 2 shall not be
computed on the aggregate income but shall be the sum of the taxes
computed under such chapter on the separate self-employment income
of each spouse.

SEC. 6020. RETURNS PREPARED FOR OR EXECUTED BY
SECRETARY.

(a) PmurAnoor or Rv u ar SnWrn.--If any person shall
fail to make a return required by this title op by regulations prescribed
thereunder, but shall consent to disclose all information necessary for
the preparation thereof, then, and in that case% the Secretary or his
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delst. my-prope•. such retuM, which being igned-by sqWp _n.sq,
may be received by the Secretary or his delegate as the return of such

'person,
(b). Exucuzoni ov R arir S-

(1) AURaoxrrr OF s-o-SArT TO UXO aMMTN.--If any
person fails to make any return (other than a declaration of esti.
mated tax required under section 6015) required by any internal
revenue law or regulation made thereunder at the time prescribed
therefor, or makes, willfully or otherwise, a false or fraudulent
return, the Secretary or his delegate shall make such return from
his own knowledge and from such information as he can obtain
through testimony or otherwise

(2) STATUS Or xTuRNs.--Any return so made and subscribed
by the Secretary or his delegate shall be prima facie good and suf-
ficient for all legal purposes.

SEC. 6061. RECEIPTS FOR EMPLOYEES.
(a) R- rem--Every person required to deduct and withhold

from an employee a tax under section 810dr 3402 or who would have
been required to deduct and withhold a tax under section 8402 (deter-
mined without regard to subsection (n)) if the employee had claimed
no more than one withholding exemption, shall furnish to each such
employee in respect of the remuneration paid by such person to such
employee during the calendar year, on or before January 81 of the
succeeding year, or, if his employment is terminated before the close of
such calendar year, on the day on which the last payment of remunera-
tion is made, a written statement showing the following:

--t I whia=6e 6f such person,
(2) the name of the employee (and his social security account

number if wages as defined in section 8121(a) have been paid),
(8) the total amount of wages as defined in section 8401(a),9
(4), the total amount deducted and withheld as tax under see-

.tion 840 .
(5) the total amount of wages as defined in section 8121(a),

and
(6) the total amount deducted and withheld as tax under sec-

tion 28101.
In the case of compensation paid for service as a member, of a uni..
f6hned service, the statement shall show, in lieu of the amount re-
quir• to be shown by paragraph ()5), the total amount of wages as
deOfind in section 8121 (a), computed in accordance with such section
and section 8121 (1) (2). In the case of compensation paid for service
as a volunteer or volunteer leader within the meaning of the Peace'
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Corps Act th statmen shl h#ii lieu lot thi aiioit*
be shown by paragraph (5), the total amount of wages s defined in
section 8121(s), computed In accordance with such section and section
8121 (1) (8). In the case of tips received by an employee in the course
of his employment, the amounts required to be shown by paragraphs
(8) and (5) shall include only such tips as are included in statements

. furnished to the employer pursuant to section 6058(a). -
'" (b) SncwL Ru As 1 6 Cox 5zNsA N 0, Mor az or ARx

Foaciss--n the case of compensation paid for service as a member
of the Armed Forces, the statement required by subsection (a) shall
be furnished if any tai was withheld during the calendar year under
section 8402, or if any of the compensation paid during such year is
includible iii grpss income under chapter 1, or If during the calendar
year any amount was required to be withheld as tax under section
8101. In lieu of the amount required to be shown by paragraph (8)
of subsection (a), such statement shall show as wages paid during
the calendar year the amount of such compensation paid' during the
calendar year which is not excluded from grows income under chapter
1 (whether or not such compensation constituted wages as defined in
section 8401 (a)).

(c) ADoITTONAL Rzqu nwxM•sw The statements required to be
furnished pursuant to this section in respect of any remuneration shall
be furnished at such other times, shall contain such other information,
and shall be in such form as the Secretary or his delegate may by
regulations prescribe The statements required under this section shall
also show the proportion of the total amount withheld as tax under
section- 8101 which is for financin? the cost of hospital insurance
benefits 'under part A of title XVII of the Social Security Act.

(d) SOsaus• To CoxrTv= I rromWroN w s.--A dupWi
cats of any statement made pumuant to this section and in accord-
ance with regulations prescribed by the Secretary or his delegate shall,
when required by such regulations, be filed with the Secretary or his
delegate

.- (e) I aoE m ss.-
(1) AvomoA wsumxrn.--Every person required to

deduct and withhold tax wtder sectioin 8201 from an employee
shall include on or with the statement required to be furnished
such employee under subsection (a) a notice concerning the pro-
visions of this title with respect to the allowance of a credit or
refund of the tax on wages imposed by section 8101(b) and the tax
on compensation imposed by section 8201 or 8211 which is treated
as a tax on wages imposed by section 8101(b).

(2) INw ION TO BO OWP14I) To EMxLT.M---Each person
required to deduct and withhold tax under section 8201 during-
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any ye IVfrwiw mb riimp-
such year subject to the tax imposed by section 8101(b)
upon request of such employee, furnish to him a written statement
showing--

(A) the total amount of compensation with respect to
which the tax imposed by section 8201 was deducted,

(B) the total amount deducted as tax under section 8201,
and

(C) the portion of the total amount deducted as tax under
section 8201 which is for financing the cost of hospital insur-
ance under part A of title XVIII of the Social Security Act

SEC. 65 REPORTING OF TIPS.
(a) RBom iT Emiwzwm.-Every employee who, in the course of

his employment by an employer, receives in any calendar month tips
which are wage (as defined in section 8121(a) or section 8401(a)) or
which are compensation (as defined iW• section 8281(e)) shall report
all such tips in one or more written statements furnished to his em-
ployer on or before the 10th day following such month. Such state-
ments shall be furnished by the employee under such regulations, at
such-other times before such 10th day, and in such form and manner,
as may be prescribed by the Secretary or his delegate.

(b) 8Ta v Fmmumw By ExrwLOus.-If the tax imposed
by section 8101 or section 8201 (as the case may be) with respect to
tips reported by an employee pursuant to subsection (a) exceeds the
tax which can be collected by the employer pursuant to section 8102 or
section 820k (as the case may be), the employer shall furnish to the
employee a written statement showing the amount of such excess. The
statement required to be furnished pursuant to this subsection shall
be furnished at such time, shall contain such other information, and
shall be in such form as the Secretary or his delegate may by regula-
tions prescribe-When required by such regulations, a duplicate of any
such statement shall be filed with'the Secretary or his delegate.

SEC. 606L SIGNING OF RETURNS AND OTHER DOCU-
MENT&

Except as otherwise provided by sections 6062 and 6W08, any re-
turn,- statement, or other document required to be made under any
provision of the internal revenue laws or regulations shall be signed
in accordance with forms or regulations prescribed by the Secretary
or his delegate.



-se-C.1O BI0NATURB PRSUMED AUTHINTI. -
The fact that an individual's nam is signed to a return, statement,

or other document shall be prima faeie evidence for a•l purposes that
the return, statement, or other document was actually signed by him.
SEC. S606 VERIFICATION OF RETURNS.

(a) Pvrwrn= or PwuMn.--Except sp otherwise provided by the
• Secretary or his delegate, any return, declaration, statement, or other

'document required to be made under any provision of the internal
revenue laws or regulations shall contain or be verified by a written
declaration that it is made under the penalties of perjury.

(b) OAT•.--The Secretary or his delegate may by regulations re-
quire that any return, statement, or other document required to be
made under any provision of the internal revenue laws or regulations
shall be verified by an oath. This subsection shall not apply to returns
and declarations with respect to income taxes made by individuals.

SEC. 6071, TIME FOR FILING RETURNS AND OTHER
DOCUMENTS.

(a) Gxvaa•w Rum.-When not otherwise provided for by this
title, the Secretary or his, delegate shall by regulations prescribe the
time for filing any return, statement, or other document required by
this title or by regulations

SEC.* 607 TIME FOR FILING INCOME TAX RETURNS.
(a) GzN•LA Ru•--In the case of returns under section 6012,6018,

6017, or 6081 (relating to income tax under subtitle A), returns made
on the basis of the calendar year shall be filed on or before the 15th
day of April following the close of the calendar year and returns made
on the basis of a fiscal year shall be filed on or before the 15th day
of the fourth month following the close of the fiscal year, except as
otherwise provided in the following subsections of this section.

SEC. 6081. EXTENSION OF TIME FOR FILING RETURNS.
(a) Gzwma RuL.--The Secretary or his delegate may grant a

reasonable extension of time for filing any return, declaration, state-
ment, or other document required by this title or by regulations.
Except in the case of taxpayers who are abroad, no such extension.
shall be for more than 6 months,
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DOCUMENT&

* * *, * * C *

(b) TAx R"Wr--In the Case of returns of tax required under
authority of part I of this subchapter-- Y

(1) PuoWNs C0tJIU THAN1 CORPuATION .-
(A) GwUaL auu--Except as provided in subparagraph

(B), a return (other than a corporation return) shall be
made to the Secretary or his delegate-

(1) in thi internal revenue-district in which is located
the legal residence or principal place of business of the
person making the return, or

(ii) at a service center serving the internal revenue
district referred to in clause (i),

as the Secretary or his delegate may by regulations designate.
(B) EzxowroN.-Returns of-

(i) persons who have no legal residence or principal
place of business in any internal revenue district,

(ii) citizens of the United States whose, principal
place of abode for the period *lth respect to which the
return is filed is outside the United States,

(Wii) persons who claim the benefits of section 911
(relating to earned income from sources without the
United States), section 981 (relating to income from
sources within possesion of the United States), or sec-
tion 988 (relating to income from sources within Puerto
Rico), and

(iv) nonresident alien persons,
shall be made at such place as the Secretary or his delegate
may by regulations designate.

(2) woI• roNs.--
(A) Gmau•w &U---Except as provided in subparagrapI4

(B), a return of a corporation shall be made to the Secretary
or his delegate,

(i) in the internal revenue district in which is located
the principal place of business or -principal office or
agency of thi corporation, or

.(i)- att- & service -center- servingithe- internal, revenue--
district referredto in clause (i),

as the Secretary or his delegate may by regulations designate#
(B) ExcMrxoN.--Returns of,-

_(i) corporations which have no principal place of
business or principal office or agency in any internal

Srevenue district
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(ii) corporations which claim the benefits of section

92 (relating to speoial deduction for Western Hemi-
-,sphere trade corporations), Section 981 (relating to

income from sources within poeaons of the United
States), or section 9M1 (misting to the special deduction
for China Trade Act morpotions), and

100010"(111) foreip corporations,
shall be made at such place as the Secretary or his delegate
may by regulations designate.

SBC. 610L PERIOD COVERED BY RETURNS OR OTHER
DOCUMENTS.

When not otherwise provided 1o6 by this title, the Secretary or his
delegate may by regulations prescribe the period for which, or the date
as of which, any return, statement, or other document required by this
title or by regulations shall be made.

SEC. 6106& PUBLICITY OF UNEMPLOYMENT TAX RE*
TURNS.

Returns filed with respect to the tax imposed'by chapter 28 shall
be open to inspection in the same manner, to the same extent, and sub-
ject to the same provisions of law, including penalties, as returns
described in section 6103, except that paragraph (2) of subsections (a)
and, (b) of section 6108 and section 7218(a) (2) shall not apply.

SEC. 6109. IDENTIFYING NUMBERS&
(4) Sumnwo ov ID:1rrzrno NmEmR-When required by reg.

ulations prescribed by the Secretary or his delegate:
. (1) I-Lt.So- x•• a rn-s.--Any person required under the
authority of this tit] -to make a return, statement, or other docu-
ment shall include in such return, statement, or other document
such identifying- number as may be prescribed for securing
proper identification of such peMo,

-j----l( )•ftmm o hm To arto= nzsoN•--Any person with,
respect to whom a return, statement, or other document is re

.. quired under- the authority of, this title tW be made by another
person shall furnish to such other person such identifying num.
ber as may be prescribed for securing his proper identification.

~...2-(8). F~~usxm o NUXwon OF At(OrRER Prisox.--Any person re-
quired under the authority of this title to make a return, state

7 mount, or other document, with •r~opect to another. person- shalt -
request from such other, person, and- shall include in any such
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return, statement, or other document, such identifying number
as may be prescribed for securing proper Identification of such
other peres-(b) L Anoweo --

(1) Except as provided in paragraph (2), a return of any
person with respect to his ability for tax, or any statement or
other documents in support thereof, shall not be considered for
purposes of paragraphs (2) and (8) of subsection (a) as a re-
turn, statement, or other document with respect to another person.

(2) For purposes of paragraphs- (9) and (8) of subsection
(a), a return of an estate or trust with respect to its liability for
tax, and any statement or other document in support thereof, shall
be considered as a return, statement, or other document with
respect to each beneficiary of such estate or tmst.

(0) BQ, suswr or ImmoluxTox.-For purposes of this section,
-the Secretary or his delegate is authorized to require such information
as may be necessary to assign an identifying number to any person.

CHAPTER 6-TIME AND PLACE FOR PAYING TAX

BEC. 615L TIME AND PLACE FOR PAYING TAX SHOWN
ON RETURNS.

(a) GtzwmL Rm•m-Except as otherwise provided in this section,
when a return of tax is required under this title or regulations, the
person required to make such return shall, without assessment or notice
and demand from the Secretary or his delegate, pay such tax to the
internal revenue officer with whom the return is filed, and shall pay
such tax at the time and place fixed for filing the return determinedd
without regard to any extension of time for filing the return).
SEC, 6152. INSTALLMENT PAYMENT. -

(a) Pmvuz To EoLo To MAKE !iXr^.txxwrr PAFYMtr.--
(8) EMwrzw suBE" ¶ro-UtEMPWYx ENT TAx.--[Repealed.]

(b) DAT'. Paw== iron PAsY .%- or ITwTAL .rTs--
(1) FoUR IxSrALLNEWs.--In any case (other than payment of

estimated income tax) in which the tax may be paid in four in-
stallments, the first installment shall be paid on the date prescribed
for the payment of the tax, the seco.%d installment shall be paid
on or before 8 months, the third installment on or before 6 months,
and the fourth installment on or before 9 months, after such date.

(2) Two 1sXTAuMZwrs..-In any case (other than payment of
estimated income tax) in which the tax may be paid in two install-
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merts, the first installment shall be paid on the dat4 prescribed
for the payment of the tax, and the second installment shall be
psid on or before months after such date*

SEC. 61P PAYMENT ON NOTICE AND DEMAND.
(a) GvrmL Rtum--Upon receipt of notice and demand from the

CSecretary or his delegate, there shall be pai4 at the place and time
_0 -ftted In such notice the amount of any tax (including any interest,

additional amounts, additions to tax, and asesabld penalties) stated
in such notice and demands.

SEC. 6161. EXTENSION OF TIME FOR PAYING TAX.
(a) AxouNT DU IXIM U 1r TAXPAER oN Rvru .-

(1) Gmmz Ruma--The Secretary or his delegate, except as
otherwise provided in this title, may extend the time for payment
of the amount of the tax shown, or required to be shown, on any
return or declaration required under authority of this title- (or
any installment thereof), for a reasonable period not to exceed
6 months (12 months in the case of estate tax-) from the date
fixed for payment thereof. Such extension may exceed 6 months
in the case of a taxpayer who is abroad.

CHAPTER 63.-ASSESSMENTS

SEVe 6203 SPECIAL RULES APPLICABLE TO CERTAIN
.. EMPLOYMENT TAXESs

(a) ADunSTNT or TAx.--
(1) Gicmma Ru r.--If less than the correct amount of tax

imposed by section 8101, 8111, 8201, 8221, or. 8402 is paid with
respect to any payment of wages or compensation, proper adjust.-

-w m'ntso with respect to both the tax and the amount to be deducted,
• shall be made, without interest, in such manner and at such times

the Secretary or his delegate may by regulation prescribe.
(2)* Um'E1 S&.tzs As ma ww-For purposes of this sub.

section, in the case of remuneration received from the United
States or a wholly-owned instrumentality thereof during any cal-
endar yc-.r, each head of a Federal agency or instrumentality who
makes s return pursuant to section 8122 and each agent, desig.
nated by the head of a Federal agency or instrumentality, who
makes a return pursuant to such section shall be dwqed a sepa-
rateemployer.
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(8) Grax oa a lmaN SAmOA A s AM zw Es.--For purposes of

this ubwtion, in the case of remuneration received during any
calendar year from the Government of Guam, the Government
of American Samoa, a political subdivision of either, or any in-
strumentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of Ameri-
can Samoa, and each agent designated by either who makes a
return pursuant to section 8125 shall be deemed a separate
employer.

(4) Dn c-r or COLwUXI AS mPW"ThR--For purposes of this
subsection, in the case of remuneration received during any calen-
dar year from te -District of Columbia or any instrumentality
which is whoUytiwned thereby, the Commisvio~ners of the District
of Columbia and each agent designated by them who makes a
return pursuant to section 8125 shall be deemed a separate
employer.

(b) Umzwarnmwrs.--If less than the correct amount of tax im-
posed by section 8101, 8111, 8201, 8221, or 8402 is paid or deducted
with respect to any payment of wages or compensation and the under-
payment cannot be adjusted under subsection (a) of this qection; the
amount of the underpayment shall be assessed and 6ollkted in such
manner and at such times (subject to the statute of limitations prop-
erly applicable thereto) as the Secretary or his delegate may by reg-
ulations prescribe.

CHAPTER 64-COLLECTION

See. 6801. Collection authority -------------------------------- 66
See. 680W Mode or time of collection ---------------------------- 662
Sem. 6303. Notice and demand for tax ---------------- 668
Se1. 6004. Collection under the Tariff Act..----------------------- 668
Bee. 6805. Collection of certAin liability----------------------------0
Sec. 691i. Fractional parts of a cent ---------------------------- 64
Sem. 6814. Receipt for taxes . ---------------- 64
Sec. 6881. Levy and distraluL ............... 664
Sem. 6884. Property exempt from levy -------- ------------------ 65
SEC. 6We1. COLLECTION AUTHORITY.

The Secretary or his delegate shall collect the taxes imposed by the
internal revenue laws.
SEC. 6302. MODE OR TIME OF COLLECTION.

(a) ESrABLISHMENT BY RuouLArows.-If the mode or time for col-
lecting any tax is not provided for by this title, the Secretary or his
delegate may establish the same by regulations.

We' table of contents don not *ppesr t the law in this form.
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(b) DX8CRZoNmaN M wrioo.--Whether or not the method of col.

lecting any tax imposed by chapters 91, 81, 82, 38, section 4481 of
chapter 86, section 4501 (a) or 4511 of chapter 87, or section 4701 or
4721 of chapter 89 is specifically provided for by this title, any such
tax may, under regulations prescribed by the Secretary or his dele-
gate, be collected by means of returns, stamps, coupons, tickets, books,

.0. or such other reasonable devices or methods as may be necessary or
helpfulfl in securing a complete and proper collection of the tax.

(c) Us, or Govuxmvmr DwolTAmars--The Secretary or his dele-
gate may authorize Federal Reserve banks, and incorporated banks or
trust companies which are depositaries or financial agents of the
United States, to receive any tax imposed under the internal revenue
laws, in such manner, at such times, and under such conditions as he
may prescribe; and he shall prescribe the manner, times, and condi-
tions under which the receipt of such tax by such banks and trust
companies is to be treated as payment of such tax to the Secretary or
his delegate.
SEC. 630L NOTICE AND DEMAND FOR TAX.

(a) Gimm" Rm&--Where it is not otherwise provided by this title,
the Secretary or his delegate shall, as soon as practicable, and within 60
days, after the making of an assessment of a tax pursuant to section
6208, give notice to each person liable for the unpaid tax, stating the
amount and demanding payment thereof. Such notice shall be left at
the dwelling or usual place of business of such person or shall be sent
by mail to such person's last known address

(b) AssNss.T Pioa 'To LAsT DATs ion PAYnxzT.--Except where
the Secretary or his delegate believes collection would be jeopardized
by delay, if any tax is assessed prior to the last date prescribed for pay-
ment of such tax, payment of such tax shall not be demanded under
subsection (a) until after such date.
SEC. 6304. COLLECTION UNDER THE TARIFF ACT.

For collection under the provisions of the Tariff Act of 1930
WO of the taxes imposed by section 4501(b), and subchapters A, B,
•'.. C, D, and E of chapter 88, see sections 4504 and 4601, respectively.

S SEC. 6305. COLLECTION" OF CERTAIN' LIABILITY.
(a) IN Gzmwm.-Upon receiving a certification from the Secretary

of Health, Education, and Welfare, under section 452(b) of the Social
Security Act with respect to any individual, the Secretary or his dele-
gate shall assess and collect the amount certified by the Secretary of
Health, Education, and Welfare, in the same manner, with the same
powers, and (except as provided in this section) subject to the same
limitations as if such amount were a tax imposed by subtitle C the
collection of which would be jeopardized by delay, except that,-

PWA (1) no interest or penalties shall be assessed or collected,
.7* , 4'
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(2) for such purposes, paragraphs (4), (6), and (8) of se-
tion P84(a) (relating to property exempt from levy) shall not
apply,

(8) there shall be exempt from levy so much of the salary,
wages, or other income of an individual as is being withheld there.
from in garnishment pursuant to a judgment entered by a court
of competent jurisdiction for the support of his minor children,
and

(4) in the case of the first assessment against an individual for
delinquency under a court order against such individual for a
particular person or persons, the collection shall be stayed for a
period of 60 days immediately following notice and demand as
described in section 6803.

(b) Rzvizw oF AoSESSURS AND• • oLrOxONs.-No Court of the
United States, whether established under article I or article ITM of the
Constitution, shall have jurisdiction of any action, whether legal or
equitable, brought to restrain or review the assessment and collection
of amounts by the Secretary or his delegate under subsection (a), nor
shall any such assessment and collection be subject to review by the
Secretary or his delegate in any proceeding. This subsection does not
preclude any legal, equitable, or administrative action against the
State by an individual in any State court or before any State agency
to determine his liability for any amount assessed against him and
collected, or to recover any such amount collected from him, under this
section.

SEC. 6313. FRACTIONAL PARTS OF A CENT.
In the payment of any tax imposed by this title not payable by

stamp, a fractional part of a cent shall be disregarded unless it
amounts to one-half cent or more, in which case it shall be increased to
1 cent.
SEC. 6314. RECEIPTS FOR TAXES.

(a) GzSN~ L RuLr.--The Secretary or his delegate shall, upon re-
quest, give receipts for all suns collected by him, excepting only when
the same are inpayment-or stamps sold and-delivered; but noreceiptr-
shall be issued in lieu of a stamp representing a tax.

SEC. 6331! LEVY AND DISTRAINT.
(a) ArmomRr or SzCrETY on DELEATL--If any person liable

to pay any tax neglects or refuses to pay the same within 10 days
after notice and demand, it shall be lawful for the Secretary or his
delegate to collect such tax (and such further sum as shall be sufficient
to cover the expenses of the levy) by levy upon all property and rights
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to property (except such property as is exempt under section 8884),
belonging to such person or on .which there is a lien provided in this
chapter for the payment of such tax. Levy may be made upon the ac-
crued salary or wages of any officer, employee, or elected official, of
the United States, the District of Columbia; or any agency or instru-
mentality of the United States or the District of Columbia, by serving
a notice of levy on the employer (as defined in section 8401(d)) of
such officer, employee, or elected official. If the Secretary or his dele-
gate makes a finding that the collection of such tax is in jeopardy,
notice and demand for immediate payment of such tax may be made
by the Secretary or his delegate and, upon failure or refusal to pay
such tax, collection thereof by levy shall be lawful without regard to
the 10-day period provided in this section.

(b) S•ZuRE AND S• or PaoPnwry.--The term "levy" as used in
this title includes the power of distraint and seizure by any means.
A levy shall extend only to property possessed and obligations existing
at the time thereof. In any case in which the Secretary or his delegate
may levy upon property or rights to property, he may seize and sell
such property or rights to property (whether real or personal, tangible
or intangible).

SEC* 6334. PROPERTY EXEMPT FROM LEVY*
(a) ExuxifaiON.--There shall be exempt from levy-

(4) UiNEmozwyXE BY.NEFs.-Any amount payable to tIn
individual with respect to his unemployment (including any por-
tion thereof payable with respect to dependents) under an unem-
ployment compensation law of the United States, of any State, or
of the District of Columbia or of the Commonwealth of Puerto
Rico.

(6) CMRAN ANNUITY AND PzNSION PAY NTr--Annuity or
pension payments under the Railroad Retirement Act, benefits
under the Railroad Unemployment Insurance Act, special pension
payments received by a person whose name has been entered on
the Army, Navy, Air Force, and Coast Guard Medal of Honor
roll (88 U.S.C. 562), and annuities based on retired or retainer
pay under chapter '3 of title 10 of the United States Code. 0

(7) WoMnisN's CoMNsATION.-Any amount payable to an
individual as workmen's compensation (including any portion
thereof payable with respect to dependents) under a workmen's
compensation law of the United States, any State, the District of
Columbia, or the Commonwealth of Puerto Rico.
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(8) SALAtY, wAGsE, ox Omum IxCOME.-If the taxpayer is re-
quired by judgment of a court of competent jurisdiction, entered
prior to the date of levy, to contribute to the support of his minor
children, so much of his salary, wages, or other income as is neces-
sary to comply with such judgment.

CHAPTER 65-ABATEMENT CREDITS AND REFUNDS

SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN
EMPLOYMENT TAXES.

(a) A USTm oNT Or TAL--
(1) GENERAL RULs.---If more than the correct amount of tax

imposed by section 8101, 8111, 8201, 8221, or 8M is paid with
respect to any payment of remuneration, proper adjustments,
with respect to both the tax and the amount to be deducted, shall
be made, without interest, in such manner and at such times as the
Secretary or his delegate may by regulations prescribe.

(2) U-rnrw SATMS AS MPLoyR.---For purposes of this subsec-
tion, in the case of remuneration received from the United States
or a wholly-owned instrumentality thereof during any calendar
year, each head of a Federal agency or instrumentality who makes
a return pursuant to section 8122 and each agent, designated by
the head of a Federal agency or instrumentality, who makes a
return pursuant to such section shall be deemed a separate
employer.

(8) GUAM OR AMXEMCAN SAMOA AS mnyEO.-For purposes of
this subsection, in the case of remuneration received during any
calendar year from the Government of Guam, the Government of
American Samoa, a political subdivision of either, or any instru-
mentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of American
Samoa, and each agent designated by either who makes a return
pursuant to section 8125 shall be deemed a separate employer.

(4) P MwcrT P C•OVLqBIA AS rPLwOR.-7For purposes of this
subsection, in the case of remuneration received during any cal-
endar year from the-District of Columbia or any instrumentality
which is wholly owned thereby, the Commissioners of the District
of Columbia and each agent designated by them who makes a re.
turn pursuant to section 8125 shall be deemed a separate employer.

(b) OVEPAYMzwrS OF CEmTrm EMPwYMxKT TAx.S--If more than
the correct amount of tax imposed by section 8101, 8111, 8201, 3221, or
3402 is paid or deducted with respect to any payment of remuneration
and the overpayment cannot be adjusted under s4beection (a) of this

we
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section, the amount of the overpayment shall be refunded in such man-
nor and at such times (subject to the statute of limitations properly
applicable thereto) as the Secretary or his delegate may by regulations
prescribe.

(c) SPECI Rzruw s.-
(1) IN ozimL.---If by reason of any employee receiving

wages from more than one employer during a calendar year after
the calendar year 1950 and prior to the calendar year 1955, the
wages received by him during such year exceed P.600, the em.
ployee shall be entitled (subject to the provisions of section
31(b) ) to a credit or refund of any amount of tax, with respect
to such wages, imposed by section 1400 of the Internal Revenue
Code of 1939 and deducted from the employee's wages (whether
or not paid to the Secretary or his delegate), which exceeds the
tax with respect to the first $8,600 of such wages received; or if by
reason of an employee receiving wages from more than one em-
ployer (A) during any calendar year after the calendar year 1954
and prior to the calendar year 1959, the wages received by him
during such year exceed $4,200, or (B) during any calendar year
after the calendar year 1958 and prior to the calendar year 1966,
the wages received by him during such year exceed $4,800 or (C)
during any calendar year after the calendar year 19M5 and prior
to the calendar year 198, the wages received by him during such
year exceed $6,600, or (D) during any calendar year after the
calendar year 1967 and prior to the calendar year 19M2 such year
exceed $7,800, or (E) during any calendar year after the calendar
year 1971 and prior to the calendar year 1978, the wages received
by him during such year exceed $9,000, or (F) during any calendar
year after the calendar year 1972 and prior to the calendar year
1974, the wages received by him during such year exceed $10,800,
or (G) during any calendar year after the calendar year 1978
and prior to the calendar year 1975, the wages received by him
during such year exceed $13,200, or (H) during any calendar
year after 1974, the wages received by him during such year
exceed the contribution and benefit base (as determined under
section 230 of the Social Security Act)1 which is effective with
respect to such year, the employee shall be entitled (subject to
the provisions of section 81(b)) to a credit or refund of any
amount of tax, with respect to such wages, imposed by section
3101 or section 3201, or by both such sections, and deducted from
the employee's wages (whether or not paid to the Secretary or
his delegate), which exceeds the tax with respect to the first $4,920
of such wages received in such calendar year after 1954 and before
1959, or which exceeds the tax with respect to the first $4,80 of

1$14,100 for 1975; 5 o15,00 for 1976.
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such wages received in such calendar year after 1958 and before
1960, or which exceeds the tax with reslect to the first $6,600 of
such wages received in such calendar year after 1965 and before
1968, or which exceeds the tax with respect to the first $7,800 of
such wages received in such calendar year after 1967 and before
1972, or which exceeds the tax with respect to the first $9,000 of
such wages received in such calendar year after 1971 and before
1973, or which exceeds the tax with respect to the first $10,800 of
such wages received in such calendar year after 1972 and before
1974, or Which exceeds the tax with respect to the first $13,200 of
such wages received in such calendar year after 1973 and before
1975, or which exceeds the tax with respect to an amount of such
wages rn.ceived in such calendar year after 1974 equal to the con-
tribution and benefit base (as determined under section 230 of
the Social Security Act)I which is effective with respect to such
year. The term "wages" as used in this paragraph shall, for pur-
poses of this paragraph, include "compensation" as defined in
section 3231 (e).

(2) APPLICABILITY IN CASE OF FEDERAL AND STATE EMPIWYEES,

EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL

EMPLOYEES IN OUAM, AMERICAN SAMOA, AND TIM DISTRICT OF

COLUMBIA.--

(A) FEDERAL EMPLOYEE.--In the case of remuneration re-
ceived from the IUnited.States or a,_whollyownpd nediusL..A
tality thereof during any calendar year, each head of a Fed-
eral agency or instrumentality who makes a return pursuant
to section 3122 and each agent, designated by the head of a
Federal agency or instrumentality, who makes a return pur-
suant to such section shall, for purposes of this subsection, be
deemed a separate employer, and the term "wages" includes
for purposes of this subsection the amount, not to exceed
$3,600 for the calendar year 1951, 1952, 1958, or 1954, $4,200
for the calendar year 1955, 1956, 1957, or 1958, $4.800 for the
calendar year 1959,1960,1961,1962,1963,1964, or 1965, $6,600
for the calendar year 1966 or 1967, $7,800 for the calendar
year 1968, 1969, 1970, or 1971, $9,000 for the calendar year
1972, $10,800 for the calendar year 1978, $18,200 for the cal-
endar year 1974, or an amount equal to the contribution and
benefit base (as determined under section 230 of the Social
Security Act) I for any calendar year after 1974 with respect
to which such contribution and benefit base is effective, de-
termined by each such head or agent as constituting wages
paid to an employee.

P$14,100 for 1975; 515,300 for 1976.
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(B) STATE wnwm. -For purposes of this subsection,
in the case of remuneration received during any calendar
year, the term "wages" includes such remuneration for serv-
ices covered by an agreement made pursuant to section 218 of
the Social Security Act as would be wages if such services con-
stituted employment; the term "employer" includes a State
or any political subdivision thereof, or any instrumentality
of any one or more of the foregoing; the term "tax" or "tax
imposed by section 8101" includes, in the case of services cov-
ered by an agreement made pursuant to section 218 of the
Social Security Act, an amount equivalent to the tax which
would be imposed by section 8101, if such services constituted
employment as defined in section 8121; and the provisions of
this subsection shall apply, whether or not any amount de-
ducted from the employee's remuneration as a result of an
agreement made pursuant to section 218 of the Social Security
Act has been paid to the Secretary.

(0) Ewwmu op CEwrAi romait comoRATioNs.--For
purposes of paragraph (1) of this subsection, the term
"wages" includes such remuneration for services covered by
an agreement made pursuant to section 8121(1) as would be
wages if such services constituted employment; the term
"employer" includes any domestic corporation which has
entered into an agreement pursuant to section 8121(1); the

case of services covered by an agreement entered into pursu-
ant to section 8121(1), an amount equivalent to the tax which
would be imposed by section 8101, if such services constituted
employment as defined in section 8121; and the provisions of
paragraph (1) of this subsection shall apply whether or not
any amount deducted from the employee's remuneration as
a result of the agreement entered into pursuant to section
8121 (1) has been paid to the Secretary or his delegate.

(D) GOVERNMENTAL E6P1YTES IN OUAM.--In the case of
remuneration received from the Government bf GtiaM or any
political subdivision thereof or from any instrumentality of
any one or more of the foregoing which is wholly owned
thereby, during any calendar year, the Governor of Guam
and each agent designated by him who makes a return pur-
suant to section 8125 (a) shall, for purposes of this subsection
be deemed a separate employer.

(B) GOVUnNxswAL MWYUo IN AMERICAN sAMOA.-In
the case of remuneration received from the Government of

ON9
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American Samoa or any political subdivision thereof or from
any instrumentality of any one or more of the foregoing
which is wholly owned thereby, during any calendar year, the
Governor of American Samoa and each agent designated by
him who makes a return pursuant to section S12(b) shall,
for purposes of this subsection, be deemed a separate
employer.(F) GOVZwNMrNT EMPWOhES o t TM rn5=JC OF COLD,-
w&.--n the case of remuneration received from the District
of Columbia or any instrumentality wholly owned thereby,
during any calendar year, the Commissioners of the District
of Columbia and each agent designated by them who makes
a return pursuant to section 8125(c) shall, for purposes of
this subsection, be deemed a separate employer.

(8) W RESPECT TO COMPENSATION OF o M-
PwYEEs su&T TO Tim RAIROAD RvrIRMENr TAx AcT.--In the
case of any individual who, during any calendar year after 1967,
receives wages from one or more employers and also receives
compensation which is subject to the tax imposed by section 8201
or 8211, such compensation shall, solely for purposes of applying
paragraph (1) with respect to the tax imposed by section 8101 (b),
be treated as wages received from an employer with respect to
which the tax imposed by section 8101(b) was deducted.

(d) Rmuim on Cmnrr or F~zaw U-zmwmNwr TAx.--Any
--.. cre~a~oabl._u/deLsecfon•• • he extent n ot~p~ol

allowed, shall be considered an overpayment, but no interest sha -
allowed, or paid with respect to such overpayment.

CHAPTER 66-LIMITATIONS

Page
ee 06501. LimItations on assessment and collection ----------------- 670

See. OM Collection after assessment -.....-------------- 672
Sec. 0611. LImitations on credit or refund ----------------------- 672
oft 6518. Time returns deemed filed and tax considered paid ----------- 678
Sec. 62 Mitigation of effect of IlmItatlop in ca" of related taxes under

different chapters ------------------------ 674

SEC. 660L LIMITATIONS ON ASSESSMENT AND COLLEC-
TION.

(a) Gzm=L wuu•.-Except as otherwise provided in this section,
the amount of any tax imposed by this title shall be assessed within
8 years after the return was filed (whether or not such return was fied
on or after the date prescribed) or, if the tax is payable by stamp,
at any time after such tax became due and before the expiration of

s 1Thft table of contents does not appear In the law In thie forM
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8 years after the date on which any put of such tax was paid, and
no proceeding in court without t for the collection of such
tax shall be begun after the expiration of such period.

(b) Tunr Rwn Duum Fnwi.-
(1) Espy urrt N.--For purposes of thi section, a return of

tax imposed by this title, except tax impos•d by chapter 8, 21, or
24, filed before the last day prescribed by law or by regulations
promulgated pursuant to law for the filing thereof, shall be con-
sidered as filed on such last day.

(2) Rr[z; OF CERTAIN EMPOYMEWT TAXES AND TAX IMPOSED BY

cnrna .--For purposes of this section, if a return of tax im-
posed by chapter 8, 21, or 24 for any period ending with or
within a calendar year is filed before April 15 of the succeeding
calendar year, such return shall be considered filed on April 15 of
such calendar year.

(8) Rru-q zExuTED sY aEcRRARyY.--Notwithstanding the
provisions of paragraph (2) of section 6020(b), the execution of
a return by the Secretary or his delegate pursuant to the authority
conferred by such section shall not start the running of the period
of limitation on assessment and collection.

(c) ExcwrIQ~se--

(1) FA•xs ]wruR.--In the case of a false or fraudulent return
with the intent to evade tax, the tax may be assed, or a proceed-
ing in court for collection of such tax may be begun without

(2) WIU .rL ATTEXFT To vADE TAx.--In thecam ofia wlh
attempt in any manner to defeat or evade tax imposed by this title
(other than tax imposed by subtitle A or B), the tax may be
assesedb or a proceeding in court for the collection of such tax
may be begun without assessment, a any time.

(8) No mz'vu-.--n the case of failure to file a return, the tax
may be assessed, or a proceeding in court for the collection of such
tax may be begun without asemment, at any time.

(4). Ex.isxox sr 40=.r.•"T,--Wheqe, before the expiration
of the time prescribed in this section for the ent of any tax
imposed by this title, except the estate tax provided in chapter 11,
both the Secretary or his delegate and the taxpayer have con-
sented in writing to its assessment after such time, the tax may
bl assessed at any time prior to the expiration of the period agreed
upon. The period so agreed upon may be extended by subsequent
agrements in writing made before the expiration of the period
previously agreed upon.
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SEC. Oft COLLECTION AFTER ASSESSMENT.
(a) Lxrnrr or Pxo.--Where the assessment of any tax imposed

by this title has been made within the period of limitation properly
applicable thereto, such tax may be collected by levy or by a proceed-
ing in court, but qnly if the levy is made or the proceeding begun-

( (1) within 6 years after the as t of the tax, or
f% (2) prior to the expiration of any period for collection agreed

upon in writing by the Secretary or his delegate and the taxpayer
before the expiration of such 6-year period (or, if there is a release
of levy under section 6848 after such 6-year period, then before
such release).

The period so agreed upon may be extended by subsequent agreements
in writing made before the expiration of the period previously agreed
upon. The period provided by this subsection during which a tax may
be collected by levy shall not be extended or curtailed by reason of a
judgment against the taxpayer.

(b) DAm Wnz.s Lzvy Is Cowswzm MADL-The date on which
a levy on property or rights to property is made shall be the date on
which the notice of seizure provided in section 6885(a) is given.

.8C, SUL. LIMITATIONS ON CREDIT OR REFUND.
(a) PriOD or LmrrAmom ox FnaNo CLAIM.-Claim for credit or

refund of an overpayment of any tax imposed by this title in respect
of which tax the taxpayer is required to file a return shall be filed by
thea taxpaye -r wih 4 in•e yr m the i U
2 years from the time the tax was paid, whichever of such periods
expires the later, or if no return was filed by the taxpayer, within
2 years from the time the tax was paid. Claim for credit or refund
of any overpayment of any tax imposed by this title which is required
to be paid by means of a stamp shall be filed by the taxpayer within
8 years from the time the tax was paid.

(b) LmrATio.xs oX ALwWAXCE Or CREDITn AND Rwxus.-
(1) Fnawo or cLax wrrx nscRmn VmoRiD.-No credit or

refund shall'be tll6wed or made after the expiration of the period
of limitation prescribed in subsection (a) for the filing of a claim
for credit or refund, unless a claim for credit or refund is filed
by th e taxpayer within such period.

(2) LnIMI ON AXOU? OF CRWIT OR MRU .-
(A) Lmrr wn= cuim rY wrror t-ym PmoD.-If

the claim was filed by the taxpayer during the 8-year period
prescribed in subsection (a), the amount of the credit or re-
fund shall not exceed the portion of the tax paid within the
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period immediately preceding the filing of thlclalm, equal to
8 years plus the period of any extension of time for filing the
return If the tax was required to be paid by means of a
stamp, the amount of the credit or refund shall not exceed
the portion of the tax paid within the 8 years immediately
preceding the filing of the claim.

00*(B) Lnm, w==t Caww war? ram wmim 3-mba m

RoD.-If the claim was not filed within such 8-year period,
the amount of the credit or refund shall not exceed the por-
tion of the tax paid during the 2 years immediately preceding
the filing of the claim.

(C) LMIT nP wo ct• m e nuo.--f no claim was filed, the
credit or refund shall not exceed the amount which would be
allowable under subparagraph (A) or (B), as the case may
be, if claim was filed on the date the credit or refund is
allowed.

(d) Sn AL Rms ArPrLumAs To INconz TAxm-

(5) srcu, lmoO or •L•moiT wrm usO To L-
rM1WYMET TAX m c•wrrm cAsns--If the claim for credit or

refund relates to an overpayment of the tax imposed by chapter 2
(relating to the tax on self-employment income) attributable to

.. nagrement, orm odcif•.tgfij - g mAnt Mnpuuant to.----.
section 218 of the Social Security Act (relating to coverage of
St* and local employees), and if the allowance of a credit or
refund of such overpayment is otherwise prevented by the oper-
ation of any law or rule of law other than section 7122 (relating
to compromises), such credit or refund may be allowed or made
if claim therefor is filed on or before the later of the following
dates: (A) the last day of the second year after the calendar
year in which such agreement (or modification) is agreed to by
the State and the Secretary of Helth, Educatian. and Welfare,
or (B)yDecember 81, 19W.

SEC. 65613 TIME RETURN DEEMED FILED AND TAX CON.
SIDERED PAID.

(c) R uvW AND PAYMEXT OF SocAL ScuiTrr TAxEs ANi Ixoox
TAx W'iTHirowN--NotwithstandiAg subsection (a), for purposes of
section 6511 with respect to any tax imposed by chapter 8,2B1, or 24-

(1) If a return for any period ending with or within a calendar
year is fled before April 15 of the succeeding calendar year, such
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return shall be considered filed on April 15 of such succeeding
calendar year; and

(2) If a tax with respect to remuneration or other amount
paid during any period ending with or within a ca!hndar year is
paid before April 15 of the succeeding calendar year, such tax
shall be considered paid on April 15 of such succeeding calendar
year.

(e) PArmN or FmnAL Uxmz norwzTTAx.,-Notwithstanding
subsection (a), for purposes of section 6511 any payment of ýr.x im-
posed by chapter 28 which, pursuant to section 6157, is made for a
calendar quarter or other period within a calendar year shall, if made
before the last day prescribed for filing the return for the calendar
year (determined without regard to any extension of time for filing),
be considered made on such last day.

SEC. 6521. MITIGATION OF EFFECT OF LIMITATION IN
CASE OF RELATED TAXES UNDER DIFFER*
ENT CHAPTERS.

(a) Sox-ExPwYxz•w TAX AND TAx ox WAoss.-In the case of
the tax imposed by chapter 2 (relating to tax on self-employment
income) and the tax imposed by section 8101 (relating to tax on em-
ployees under the Federal Insurance Contributions Act)-

k)Jf 01nnt1 is erroneo l treated as self-employment
income, or if an amount is erroneously treated as wM,-and

(2) If the correction of the error would require an assessment
of one buch tax and the refund or credit of the other tax, and

(3) If at any time the correction of the error is authorized as
to one such tax but is prevented as to the other tax by any law or
rule of law (other than section 7122, relating to compromises),

then, if the correction authorized is made, the amount of the assess-
ment, or the amount of the credit or refund, as the case may be,

..... authorized to. the one tx shall be reduced by the amount of the
credit or refund, or the amount of the assessment, as the cae ziay ..
which would be required witlW respect to such other tax for the correc-
tion of the error if such credit or refund, or such assessment, of such
other tax were not prevented by any law or rule of law (other than
section 7122 relating to compromises).

(b) Dmvnrmoxs.-For purposes of subsection (a), the terms "self-
employment income" and "wages" shall have the same meaning as
when used in section 1402(b).

W
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CHAPTER 67--INTERST

SEC. 6O0L INTEREST ON UNDERPAYMENT, NONPAY-
MENT, OR EXTENSIONS OF TIM FOR PAY.
MENT, OF TAX.

(a) Gzmw Ruma-If any amount of tax imposed by this title
• (whether required to be shown on a return, or to be paid by stamp or
" by some other method) is not paid on or before the last dAte pre.

scribed for payment, interest on such amount at the rate of 6 percent
per annum shall be paid for the period from such last date to the date
paid.

(c) LTAr DATm PomSC)mm Orm PAYmUT.--For purpose of this
section, the last date prescribed for payment of the tax shall be de.
termined under chapter 62 with the application of the following rules:

(1) ExmwMsONS OF MM DMSRAAmzD.--The last date prescribed
for payment shall be determined without regard to any extension
of time for payment.

(2) INsrAujam PAmNT.--n the case of an election under
section 6152(a) to pay the tax in installments-

(A) The date prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b), and

(B) The last date prescribed for payment Uf the first in-

ment of any portion of the tax not shown on the return.
(8) JzoPRDir.-The last date prescribed for payment shall be

determined without regard to, any notice and demand for payr
meant issued, by. reason of jeopardy (as provided In chapter 70),
prior to the last date otherwise prescribed for such payment.

(4) LA5sr DAT FoR PAYMEnTr xor ormwnw ruscmm.-In the
case of taxes payable by stamp and in all other cases in which
the last date for payment is not otherwise prescribed, the last date
for-payment shatllbe -deemed-to be-thedate tho liability fot tex
arises (and in no event shall be later than the date notice and
demand for the tax is made by the Secretary or his delegate).

(f) AmcABz Rum -- Except as otherwise provided m this
title--

(1) INRS, TuRT m TAx.--Interest prescribed under this ,
section on any tax shall be paid upon notice and demand, and
shall be assesedi collected, and paid in the same manner as taxes



mre .M 0601()
Any reference in this titde (except subchapter B of chapter 68,
relating to deficiency procedures) to any tax imposed by this title
shall be deemed alo to refer to interest imposed by this section
on such ta.

(2) No naw ox nommmir.-No interest under this section
shall be imposed on the interest provided by this section.

(8) IERNMr oN PBAUVnUs, ADMTONAL AXOUMVQ, OR AMMONS
To a TA•.-Interest shall be imposed under subseetton (a) In
respect of any assessable penalty, additional amount, or addition
to the tax only if such assessable penalty, additional amount, or
addition to the tax is not paid within 10 days from the date of
notice and demand therefor, and in such case interest shall be
imposed only for the period from the date of the notice and de-
mand to the date of payment.

(4) PA-nuX m E) w.TR x 1o DAYS Asrz NOTICs A•D Di-
mhND.--If notice and demand is made for payment of any
amount, and if such amount i8 paid within 10 days after the date
of such notice and demand, interest under this section on the
amount so paid shall not be imposed for the period after the date
of such notice and demand.

(h) mATAOn ON AS x3NT ON Coumoii.--Interest pre-
,scribed under this section on any tax may be ssessed and collected at
any time during the period within which the tax to which such interest
relates may be collected.

CHAPTER 68-- ADDITIONS TO THE TAX, ADDITIONAL
AMOUNTS, AND ASSESSABLE PENALTIES

o. 0651. Failure to file tax return or to pMy tax ..----------------- 6
See. 6652, Flure to file certain information returns. --------------- 678
Se. W& Falure to make deposit of taxes --------------------- 00
kec. 40. Applicable rules ------------------------------- 680

• see. 6B74. Fraudulent statement or failure to furnish statement to em-
ployee ------------------------ 681

See. O6t Failure to supply idendt numbers ------------------ 81

ThM ta"e of contnte don got appear Is the law In tdis form.

CHAPTER 68-ADDITIONS TO THE TAX, ADDITIONAL
TAX.

(a) ADmos To •m Tzx.-In case of failure--
(1) to file any return required under authority of subchapter

A, of chapter 61 (other than part MI thereof), subchapter A of
chapter 51 (relating to distilled spirits, wines, and beer), or of

as6
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subchapter A of chapter 52 (relatig to tobacoo, cigars, cigrettes,
and igret papers and tubes), or of subchapter A of chapter
58 (relating to machine gus and certain other &wem), on the
date prescribed therefor (detemined with regard to any exten-
sion of time for Aling), unless it is shown that such failure is
due to reaonable cause and not due to willful neglect, there shall
be added to the amount required to be shown'as tax on such
return percent of the amount of such" tax if the failure is for
not more than I month, with an additional 5 percent for each addi-
tional month or fraction thereof during which such failure con-
tinuee, not exceeding 25 percent in the aggregate;

(2) to pay the amount shown as tax on any return specified in
paragraph (1) on or before the date prescribed for payment of
such tax (determined with regard to any extension of time for
payment). Unless it is shown that such failure is due to reason-
able cause and not dub to willful neglect, there shall be added to
the amount shown as tax on such return 0.5 percent of the amount
of such tax if the failure is for not more than 1 month, with an
additional 0.5 percent for each additional month or fraction there-
of during which such failure continues, not exceeding 25 percent
in the aggregate; or

(8) to pay any amount in respect of any tax required to be
shown on a return specified in paragraph (1) which is not so
shown (including *an assessment made -pursuant to section
6218(b)) within 10 days of the date of the notice and demand
therefore, unless it is shown that such failure is due to reasonable
cause and not due to willful neglect, there shall be added to the
amount of tax stated in such notice and demand 0.5 percent of
the amount of such tax if the failure is for not more than 1 month,
with an additional 0.5 percent for each additional month or frac-
tion thereof during which such failure continues, not exceeding
25 percent in the aggregate.

(b) Pzzsmrr Ixmr owr NN Axouxr Duz.--For purposes of-
(1) subsection (a) (1), the amount of tax required to be shown

on the return shall be reduced by the amount of any part of the
tax which is paid on or before the date prescribed for payment
of the tax and by the amount of any credit against the tax which
may be claimed on the return,

(2) subsection (a) (2), the amount of tax shown on the return
shall, for purposes of computing the addition for any month, be
reduced by the amount of any part of the tax which is paid on or
before the beginning of such month and by the amount of any
credit against the tax which may be claimed on the return, and
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(8) subsection (a) (8), the amount of tax stated in the notice
and'demand shall, for the purpose of computing the addition for
any month, be reduced by the amount of any part of the tax which
is paid before thebegiiigof such month.

SEC. 666& FAILURE TO FILE CERTAIN INFORMATION
RETURNS.

(b) Oran BRus,--In the case of each failure to file a statement
of a payment to another person required under authority of section
6041 (relating to certain information at source) , section 604(a) (2)
(relating to payments of dividends aggregating loes than $10), section
60W4(a) (9) (relating to payments of patronage dividends agregat-
ing less than $10), section 6049(a) (2) (relating to payments of in-
terest aggregating less than $10), section. 6049(a) (8) (relating to
otler payments of interest by corporations), or section 6051(d) (re-
lating to information returns with respect to income tax withheld),
and in th ase of each failure to furnish a statement required by sec-
tion 6058(b) (relating to statements furnished by employers with re-
spect to tips), on the date prescribed therefor (determined with re-
gard to any extension of time for flng), unless it is shown that such
failure is due to reasonable cause and not to willful neglect, there shall
be paid (upon notice and demand by the Secretary or his delegate and
in the same manner as tax) by the person failing to o file the state-
ment, $1 for each such statement not so filed, but the total amount im-
posed on the delinquent person for all such failures during the calendar
year shall not exceed $1,000.

(o) FA&zu To RB orr Tws--In the case of failure by an em-
ployee to report to his employer on the date and in the manner pre-
scribed therefor any amount of tips required to be so reported by sec-
tion 6058 (a) which are wages (as defined in section 8121 (a), or which
are compensation (as defined in section 8281(e)), unless it is shown

•.. that such failure is due to reasonable cause and not due to willful
neglect, there shall be paid by the employee, in addition to the tax im-
posed by section 8101 or section 8201 (as the case may be) with respect
to the amount of tips which he so failed to report, an amount equal to
50 percent of such tax.

(d) RVMRus SY E r OBZWxzAM OwNS AND Dr CmrAnr Tusua.-
(1) Penalty on organizations or trust In the case of a failure

to file a return required under section 6088 (relating to returns by
'exempt organizations), section 6084 (relating to returns by cor-

tain trusts), or section 6048(b) (relating to exempt orgarma-
tions), on the date and in the manner prescribed therefor (deter-
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mined with regar to any exteson of time for filing), unls it
is shown that such failure is due to reasonable cause there shall be
paid (on notice sad demand by the Secretary or his delegate and
in the same manner as tax) by the exempt organization or trust
failing so to file, $10 for each day during which such failure con.
tinues, but the total amount imposed heretmder on any organiza-
tion for failure to file any return shall not exceed $5,000.

(2) Managers. The Secretary or his delegate may make written
demand upon an organization failing to file under paragraph (1)
specifying therein a reasonable future date by which such filing
shall be made, and if suchfing is not made on or before such date,
and unless it is shown that failure so to file is due to reasonable
cause them shall be paid (on notice and demand by the Secretary
or his delegate and in the same manner as tax) by the person fail-
ing so to file, $10 for each day after the expirtion of the time
specified in the written demand during which such failure con-
tinuest but the total amount imposed hereunder on all persons for
such failure to file shall not exceed $5,000. If more than one per.
son is liable under this paragraph for a failure to file, all such
persons shall be jointly and severally liable with respect to such
failure. The term "person" as used herein means any officer, di-
rector, trustee, employee, member, or other individual who is un-
der a duty to perform the act in respect of which the violation
occurs.

(3) Annual reports. In the case of a failure to fle a report re-
quired under section 6056 (relating to annual. reports by private
foundations) or to comply with the requirements of section
4104(d) (relating to public inspection of private foundations,
annual reports), on the date and in the manner prescribed there-
for (determined with regard to any extension of time for filing),
"lnless it is shown that such failure is due to reasonable cause,
there shall be pAid (on notice and demand by the Secretary or his
delegate and in the same manner as tax) by the person failing so
to file or meet the publicity requirement, $10 for each day during
which such failure continues, but the total amount imposed here-
ruder on all such persons for such failure to file or comply with

the requirements of section 6104(d) with regard to any one an-
nual report shall not exceed $5,000. If more than one person is
liable under this paagraph for a failure to file or comply with the
requirements of section 6104(d), all such persons shall be jointly
aud severally liable with respect to such failure. The term "per-
son" as used herein means any officer, director, trustee, employee,
member, or other individual who is under a duty to perform the
act in respect of which the violation occurs.
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(4) Aoz=ozo arn ToPAcoo TUs.--For penalties for failure to fle

certain information returns with respect to alcohol and tobacco taxes,
e%, generally, subtitle B.

SEC. 6 FAILURE TO MAKE DEPOSIT OF TAXES.
(a) Pazw r.--In cae of failure by any person required by this

__' title or by regulation of the Secretary or his delegate under this title
to deposit on the date prescribed therefore any amount of tax imposed
by this title in such government depositary as is authorized under eo-
tion 6809(c) to receive such deposit, unless it is shown that such failure
is due to reasonable cause and not dueto willful neglect, there shall be
imposed upon such person a penalty of 5 percent of the amount of the
underpayment. For purposes of this subsection, the term "under-
payment" means the excess of the amount of the tax required to be so
deposited over the amount, if any, thereof deposited on or before the
date prescribed therefor.

(b) P jmrr No Iomsm An= Dun DAm FoR Rwruu.-F-or
purposes of subsection (a), the failure shall be deemed not to continue
beyond the last date (determined without regard to any extension of
time) prescribed for payment of the tax required to be deposited or
beyond the date tax is paid, whichever is earlier.

SEC. 6669. APOLICABLN RULES
(a) Anemos. Tau= As TAx.-Except as otherwise provided in

this title-
(1) The additions to the tax, additional amounts, and penalties

provided by this chapter shall be paid upon notice and demand
and shall be ameed, collected, and paid in the same manner as
taxes;

(2) Any reference in this title to "tax"' imposed by this title
shall be deemed also to refer to the additions to the tax, additional
amounts, and penalties provided by this chapter.

(b) PocuMnu Foa Ass Cmio •C w Awrmoxs To TAx.--For
purposes of subchapter B of chapter 68 (relating to deficiency pro-
cedures for income, estate, gift, and chapter 42 taxes), subseton (a)
shall not apply to any addition to tax under section 8851, 6654, or
6855; except that it shall apply--

(1) in the case of an addition described in section 6651, to that
portion of such addition-which is attributable to a deficiency in
tax described in section 6211; or

(2) to an addition described in section 6654 or 6655, if no return
is filed for the taxable year.

• e
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SBC 6e74 FRAUDULENT STATEMENT OR FAILURE TO
FURNISH STATEMENT TO EMPLOYEE.

In addition to the criminal penalty provided by section 724, any
person required under the provisions of section 6051 or 6058(b) to
furnish a statement to an employee who willfully furnishes a fabe or
fraudulent statement, or who willfully fails to furnish a statement in
the manner, at the time, and showing the information required under
section 6051 or 6058(b), or regulations prescribed thereunder, shall
for each such failure be subject to a penalty under this subchapter of
$50, which shall be asessed and collected in the same manner as the
tax on employers imposed by section 8111.

SEC, 667& FAILURE TO SUPPLY IDENTIFYING NUMBERIL
(a) Cimir PiAtrir.--If any person who is required by regulations

prescribed under section 6109-
(1) to include his identifying number in any return, statement,

or other document,
(2) to furnish his identifying number to another person, or
(8) to include in any return, statement, or other document made

with respect to another person the identifying number of such
or other document,

fails to comply with such requirement at the time prescribed by such
regulations, such person shall pay a penalty of $5 for each such fail.
ure, unless it is shown that such failure is due to reasonable cause.

(b) DmI•N•c Or PaocMus Nor To AmrT.--Subchapter B of
chapter 68 (relating to deficiency procedures for income, estate, gift
and chapter 42 taxes) shall not apply in respect of the t or
collection of any penalty imposed by subsection (a).

CHAPTER 7.-CRIMES, OTHER OFFENSES, AND
FORFEITURES

pap&
8do t201. WIllMul failure to collect or pay tax..------------------ 81

• See. I= Willful failure to collect or pay over tax ------------ --
8e. 70 Willful failure to file return, supply information, or pay tax.-- 8
gee. 7204. Fraudulent statement or failure to make statement to em.

ployees ----------------------------------
See. 70 Fraud and false statements ..------------------ --------
Se. 727. Fraudulent returns, statements, or other documents..W --

SEC. 720L ATTEMPT TO EVADE OR DEFEAT TAX.
Any person who willfully attempts in any manner to evade or defeat

any tax imposed by this title or the payment thereof shall, in addition
to other penalties provided by law, be guilty of a felony and, upon

'This table'of eontmuts does not appear in the law In this form.
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convition thereof, shall be fined not more than $10,000, or imprisoned
not more than 5 yeast or both, topther with the costs of prosecution.
SEC, 7202 WILLFUL FAILURE TO COLLECT OR PAY OVER

TAX.
Any person required under this title to collect, account for, and

pay over any tax imposed by this title who willfully fails to collet
or truthfully account for and pay over such tax shall, in addition to
other penltie provided by law, be guilty of a felony and, upon con-
viction thereof, shall be fined not more than $10,000, or imprisoned
not more than 5 years, or both, together with the cost of prosecution$
SEC. 720S WILLFUL FAILURE TO FILE RETURN, SUPPLY

INFORMATION, PAY TAX,
Any person required under this title to pay any estimated tax or tax,

or required by this title or by regulations made under authority
thereof to make a return (other than a return required under authority
of section 6015), keep any records, or supply any information, who
willfully fails to pay such estimated tax or tax, make such return,
keep such records, or supply such information, at the time or times
required by law or regulations, shall, in addition to other penalties
provided by law, be guilty of a misdemeanor and, upon conviction
thereof, shall be fined not more than $10,000, or imprisoned not more
than 1 year, or both, together with the costs of prosecution.
SEC. 70 FRAUDULENT STATEMENT OR FAILURE TO

MAKE STATEMENT TO EMPLOYEES.
In lieu of any other penalty provided by law (except the penalty

provided by section 6674) any person required under the provisions of
section 6051 to furnish a statement who willfully furnishes a false or
fraudulent statement or who willfully fails to furnish a statement in
the manner, at the tim%, and showing the information required under
section 6051, or regulations prescribed thereunder, shall, for eac such
offense, upon conviction thereof, be fined not more than $1,000, or
imprisoned not more than I year, or both.

SEC. 7206L FRAUD AND FALSE STATEMENTS.
Any person who--

(1) nAT1o; MOMD PNA MlS or MWUY.--Wlllfully
makes and& subscribes any return, statement, or other document,
which contains or is- verified by & written declaration that it is
made under the penalties df perjury, and which he does not be-
lieve to be true and correct as to every material matter; or

(2) Am ox AssmrANCLz--Willfully aids or assists in, or pro-
cures, counsels, or advises the preparation or presentation under,
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or in connection with any matter arising under, the internal reve-
nue laws, of a return, affidavit, claim, or other document, which is
fraudulent or is false as to any material matter, whether or not
such falsity or fraud is with the knowledge or consent of the per-
son authorized or required to present such return, affidavit, claim,
or document;

shall be guilty of a felony and, upon conviction thereof, shall be fined
not more than $5,000, or imprisoned not more than 8 years; or both,
together with tho costs of prosecution.
SEC. 7207. FRAUDULENT RETURNS, STATEMENTS, OR

OTHER DOCUMENTS.
Any person who willfully delivers or discloses to the Secretary or

his delegate any list, return, account, statement, or other document,
known by him to be fraudulent or to be false as to any material matter,
shall be fined not more than $1,000, or imprisoned not more than 1
year, or both. Any person required pursuant to sections 6047 (b) or
(c), 6056 or 6104(d) to furnish any information to the Secretary or
any other person who willfully furnishes to the Secretary or such
other person any information known by him to be fraudulent or to
be false as to any material matter shall be fined not more than $1,000%
or imprisoned not more than I year, or both.

CHAPTER 78-DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

SEC. 7651. ADMINISTRATION AND COLLECTION OF
TAXES IN POSSESSIONS.

Except as otherwise provided in this subchapter, and except as
otherwise provided in section 28(a) of the Revised Organic Act of
the Virgin Islands and section 80 of the Organic Act of Guam (relat-

' ing to the covering of the proceeds of certain taxes into the treasuries
of the Virgin Islands and Guam, respectively)-

(1) Amp cA~mnrs or w smmrAs vz ovxslox--All provi-
sions of the laws of the United States applicable to the assessment
and collection of any tax imposed by this title or of any other
liability arising under this title (including penalties) shall, in
respect of such tax or liability, extend to and be applicable in any
possession of the United States in the same manner and to the
same extent as if such possession were a State, and as if the term
"United States" when used in a geographical sense included such
posrn-on.

a
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(2) TAx:xx osm nrb ohsaoN.---In the case of any tax which
is impose by this title in any pom*ion of the United States-

(A) Im " CR• U oo oL -I-SuCh tax shall be
collected under the direction of the Secretary or his delegate,
and shall be paid into the Treasury of the United States as
internal revenue collections; and

(B) AmucAwiz tAws--AU provisions of the laws of the
United States applicable to the administration, collection, and
enforcement of such tax (including penalties) shaUl, in re-
spect of such tax, extend to and be applicable in such posses-
sion of the United States in the same manner and to the same
extent as if such possession were a State, and as if the term
"United States" when used in a geographical sense included
such poesmion. ,

(8) Oran Lws RhuITw To PosmusmoNx--This section shall
apply notwithstanding any other provision of law relating to any
possession of the United States.

(4) CANA zoL--For purposes of this section, the term "poes.
session of the United States" includes the Canal Zone.

(5) Vmon UsIAms.-
(A) For purposes of this section, the reference in section

28(a) of the Revised Organic Act of the Virgin Islands to
"any tax specified in section 8811 of the Internal Revenue
Code" shall be deemed to refer to any tax imposed by chapter
2 or by chapter 21.

(B) For purposes of this title, section 28(a) of the Revised
Organic Act of the Virgin Islands shall be effective as if such
section had been enacted subsequent to the enactment of this
title,

SEC. 7655L CROSS REFERENCES.
(a) ImposiN oF TAx n? PosszmoNs-

For provisions Imposing tax in possessions, see-
(1) Chapter 2, relating to self-employment tax;
(2) Chapter 21. relating to the tax under the Federal Insurance Con.

tributlons Act;
(8) [Repealed.J
(4) (Repealed.]
(5) Subchapter A of chapter 8, relating to tax on sugar.

(b) On=R PRov sONsx-
For other provisIons relating to possessions of the United Btates, see-,

(1) Section 9SS, relating to income tax on residents of Puerto Rico;
(2) Section 60418(b), relating to exportation of sugar to Puerto Rico.

o84
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CHAPTER 79-DEFINITIONS

SEC. 7701. DEFINITIONS.
(a) When used in this title, where not otherwise distinctly expressed

or manifestly incompatible with the intent thereofd-
(1) PhsoN.--The term "person" shall be construed to mean

and include an individual, & trust, estate, partnership, associa-
tion, company or corporation.

(8) Couozw oi.--The term "corporation" includes associa-
tions, joint-stock companies, and insurance companies.

(4) Doxac.--The term "domestic" when applied to a cor.
portion or partnership means created or organized in the United
States or under the law of the United States or of any State or
Territory.

(7) STocK.--The term "stock" includes shares in an association,
joint-stock company, or insurance company.

(9) UmmiTE STAms.--The term "United States" when used in a
geographical sense includes only the States and the District of
Columbia.

(10) STAM-The term "State" shall be construed to include
the District of Columbia, where such construction is necessary
to carry out the provisions of this title.

(11) 88 ArAy.--The term "Secretary" means the Secretary
of the Treasury.

CHAPTER 80-GENERAL RULES

SEC. 7805. RULES AND REGULATIONS.
(a) AvurOmZAuON.---Except where such authority is expressly

given by this title to any person other than an officer or employee of
the Treasury Department, the Secretary or his delegate shall prescribe
all needful rules and regulations for the enforcement of this title,
including all rules and regulations as may be necessary by reason of
any alteration of law in relation to internal revenue.
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(0) P PAUTION W Dw 1mmm o1r 1 o RNATIzoNS, FoMOs

8Tuws, AND Oir iz MAm&-The Secretary or his delegate shall
prepare and distribute all the instructions, regulations, direction,
forms, banks, stamp and other matters pertaining to the ImPt

and collection of internal revenue.

SEC. 7851 APLICABILITY OF RBVENUE LAWS.
(a) GuxwRA R•us--Except as otherwise provided in any section

of this title--
(1) SuMm A.-.-

(A) Chapters 1, 12,4, and 6 of this title shall apply only
with respect to taxable years beginning after December 81,
1958, and ending after the date of enactment of this title, and
with respect to such taxable years, chapters 1 (except sec-
tions 148 and 144) and 2, and section 8801, of the Internal
Revenue Code of 1989 are hereby repealed.

* * C

(C) Any provision of subtitle A of this title the applica-
bility of which is stated in terms of a specific date (occurring
after December 81,1958), or in terms of taxable years ending
after a specific date (occurring after December 81, 1958),
shall apply to taxable years ending after such specific date.
Fach such provision shall, in the cae of a taxable year sub-
ject to the Internal Revenue Code of 1989, be deemed to be
included in the Internal Revenue Code of 1989, but shall be
applicable only to taxable years ending after such specific
date. The provisions of the Internal Revenue Code of 1989
superseded by provisions of subtitle A of this title the appli-
cability of which is stated in terms of a specific date (occur.
ring after December 81, 1958) shall be deemed to be included
in subtitle A of this title, but shall be applicable only to the
period prior to the taking effect of the corresponding provi-
sion of subtitle A.

0 * C

(8) So -nm -Subtitle C of this title shall apply only with
respect to remuneration paid after December 81,1954, except that
chapter 22 of such subtitle shall apply only with respect to remu-
neration paid after December 81,1954, which is for services per-
formed after such date. Chapter 9 of the Internal Revenue Code
of 1989 is hereby repealed with respect to remuneration paid after

on
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December 81, 1954, except that subchapter B of such chapter (and
subchapter E of such chapter to the extentit relates to subchapter
B) shall remain in force and effect with respict to remuneration
paid after December 81,1954, for services performed on or before
such date.

(e) Ramnumc To OnH= PVo0moN•--For the purpose of apply-
ing the Internal Revenue Code of 1989 or the Internal Revenue Code
of 1954 to any period, any reference in either such code to another
provision of the Internal Revenue Code of 1989 or the Internal Reve-
nue Code of 1954 which is not then applicable to such period shall be
deemed a reference to the conreponding provision of the other code
which is then applicable to such period.

SEC. 7852. OTHER APPLICABLE RULES.

(b) Rumwca ni Orm LAws To INTW• R ozvz CoDE or
1989.-Any reference in any other law of the United States or in any
Executive order to any provision of the Internal Revenue Code of
1989 shall, where not otherwise distinctly expressed or manifestly
incompatible with the intent thereof, be deemed also to refer to the
corresponding provision of this title.





[Revised July 1971
Emergency Unemployment Compensation Act of 1974, as Amended,

(Public Law 93-72)

AN A(CT To provide a program of emergency unemployment compensation

Be it enacted by the Seate and House of Representatives of the
United States of Ameeria in (ongree assembled,

Short Title

Section 101. This Act may be cited as the "Emergency Unemploy-
ment Compensation Act of 1974".

Federal-State Agreements

Sec. 102. (a) Any State, the State unemployment compensation law
of which is approved by the Secretary of Labor (hereinafter in this
Act referred to as the "Secretary") under section 3304 of the Internal
Revenue Code of 1954 which desires to do so, may enter into and
participate in an agreement with the Secretary under this Act, if such
State law contains (as of the date such agreement is entered into)
a requirement that extended compensation be payable thereunder
as provided by the Federal-State Extended Unemployment Com-
pensation Act of 1970. Any State which is a party to an agreement
under this Act may, upon providing thirty days' written notice to the
Secretary, terminate such agreement.

(b) Any such agreement shall provide that the State agency of
the State will make payments of emergency compensation-

(1) to individuals who-
(A) (i) have exhausted all rights to regular compensation

under the State law;
(ii) have exhausted all rights to extended compensation,

or are not entitled thereto, because of the ending of their
eligibility period for extended compensation, in such State;

(B) have no rights to compensation (including both regu-
lar compensation and extended compensation) with respect
to a week under such law or any other State unemployment
compensation law or to compensation under any other Fed-
eral law; and

'PubUe Law 98-572 has been amended by Public LAws 94-12 and 94-45.
(689)
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(C) are not receiving compensation with respect to such
week under the unemployment compensation law of the Vir-
gin Islands or Canada,

(2) for any week of unemployment which-
(A) begins in-

(i) an emergency benefit period (as defined in sub-
section (c) (8)), and

(ii) the individual's period of eligibility (as defined
in section 105 (2)); or

(B) begins in an individual's additional eligibility period
(as defined in section 105(4)).1

(c) (1) For purposes of subsection (b) (1) (A), an individual shall
be deemed to have exhausted his rights to regular compensation un-
der a Stat. law when-

(A) no payments of regular compensation can be made under
such law because such individual has received all regular com-
pensation available to him based on employment or wages during
his base period; or

(B) his rights to such compensation have been terminated by
reason of the expiration of the benefit year with expect to which
such rights existed.

(2) For purposes of subsection (b) (1) (B), an individual shall be
deemed to have exhausted his rights to extended compensation under
a State law when no payments of extended compensation under a
State law can be made under such law because such individual has
received all the extended compensation available to him from his
extended compensation account (as established under State law in
accordance with section 202(b) (1) of the Federal-State Extended
Unemployment Compensation Act of 1970).

(8) (A) (i) For purposes of subsection (b) (2) (A), in the case of
any State, an emergency benefit period-

(I) shall begin with the third week after a week for which
there is a State "emergency on" indicator; and

(II) shall end with the third week after the first week for
which there is a State "emergency off" indicator.

(ii) In the case of any State, no emergency benefit period shall
last for a period of less than 26 consecutive weeks, and no emergency
benefit period which began prior to January 1,1976, shall end prior to
such dat&s

I Paragraph (2) was amended by Public law 94-45 effective with respect to compens.
tion for weeks of unemployment beginning on or after January 1, 19T6. Prior to that date,
parauraph (2) reads:

(2) fr Tany week of unemployment which begins in-
an emerTney benefit period (as defined In sua etion (C) 0) and

P icB the idivdual's period of eligibility (as defined tn section
*Public Law 94-45 added the words 1. and no emer ney benefit period which began

S print to January.1,1976. shall end prior to such date" effective with respect to compens.
uon for wee fo unemplo meant Detnnn on or after January 1, 19T&6

we
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(Hii) When a determination has been mad. that an emergency
benefit period is beginning or ending with respect to any State$ the
Secretary shall cause notice of such determination to be published
In the Federal Register.

(B) (i) For purposes of subparagraph (A), there is a State "emer-
gency on" indicator for a week if (I) there is a State or National "on"
indicator for such week (as determined under subsections (d) and (e)
of section 908 of the Federal-State Extended Unemployment Compen,
nation Act of 1970), and (II) the rate of insured unemployment in
such State for the period consisting of such week and the immediately
preceding twelve weeks equaled or exceeded 5 per centum.,

(ii) For purposes of subparagraph (A), there is a State "emergency
off" indicator for a week if the rate of insured unemployment in such
State for the period consisting of such week and the immediately
preceding twelve weeks is lees than 5 per centum.'

(d) For purposes of any agreement under this Act-
(1) the amount of the emergency compensation which shall be

payable to any individual for any week of total unemployment
shall be equal to the amount of the regular compensation (in-
cluding dependents' allowances) payable to him during his benefit
year under the State law; and

(2) the terms and conditions of the State law which apply to
claims for regular compensation and to the payment thereof shall
(except where inconsistent with the provisions cf this Act or
regulations of the Secretary promulgated to carry out this Act)
apply to claims for emergency compensation and the payment
thereof.

(e) (1) Any agreement under this Act with a State shall provide
that the State will establish, for each eligible individual who files an
application for emergency compensation, an emergency compensation
account.

(2) Subject to the provisions of paragraph (8), the amount estab-
lished in such account for any individual shall be equal to the lesser
of-.

(A) 100 per centum of the total amount of regular compensa-
tion (including dependents' allowances) payable to him with
respect to the benefit year (as determined under the State law)
on the basis of which he moWt recently received regular compensa-
tion, or

15ubclause (II) was added by Public Law 94-45 effective with respect to compensation
for weeks of unemployment beginning on or after January 1. 1976.

Msuse (Ii *.l amended by Public Law 94-45 effective with respect to compensation
for weeks of unemployment esung on or after January 1, 19M6 Prior to that date, this
clause reads as follows: "(Ii) lbr purps . o sub.. grph (A)..there ,la State
'emergency or Indicator for a week it there s bota i Man a onalo or Indicator
for such week (as determined undas (d) and (6) of the Federal.State Estended
Unemployment COMpenMstoR Act

55-7n 0 - 75 - 6
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(B) twenty-six times his average weekly benefit amount (as
determined for purposes of section 202(b) (1) (C) of the Federal.
State Extended Unemployment Compensation Act of 1970) for
his benefit year.

(8) Notwithstanding paragraph (2), the total amount of emer-
gency compensation payable to any individual for weeks of unemploy-
ment which begin in a 5-per centum period (as defined in section
105(5) ) shall not exceed the lesser of-

(A) 50 per centum of the total amount of regular compensa-
tion (including dependents' allowances) payable to him with
respect to the benefit year (as determined under the State law)
on the basis of which he most recently received regular compensa-
tion, or

(B) thirteen times his average weekly benefit amount (as
determined for purposes of section 20M(b) (1) (C) of the Federal-
State Extended Unemployment Compensation Act of 1970) for
his benefit year.

(4) The amounts determined under paragraphs (2) and (8) with
respect to any individual shall each be reduced by the amount of any
assistance paid to such individual under title II of the Emergency
Jobs and Unemployment Assistance Act of 1974 for any weeks of
unemployment in the 65-week period preceding the first week of unem-
ployment with respect to which compensation is payable to such
individual under this Act.1

1 Subsection (e) was amended by Public La 94-45 effetive with respect to compen.

sation for weeks of unemployment beginnin or after January 1, 197T. Prior to that
date, this subsection reads as follows:

de (e) (1) Any agreement under this Act with a State shall provide that the State
will establish, to# each eligible Individual who files an applicatou for emergency
compensation, an emergency compensation account.

2) pt as provided in pa lptph (3), the amount established In such ac-
count for any Individual shall beequal tothe lessero-

"(A) 50 per centum of the total amount of regular compensation (Including
dependents' allowances) payable to him with r" to the benefit year (as
determined under the State law) on the basis oft which he most recently re-
ceived regular compensation: or"(B) thirteen times h6g average weekly benefit amount (as determined for
purposes of section 2021b) (1) (C) of the Federal-State E~xtended Unemploy.
ment Compensation Act of 1970) for his benefit year.

"(3) Effective only with respect to benefits for weeks of unemployment ending
before January 1, 19T6. the amount established In such account for any individual
shall be eual to the lesser of-

'(A)100 per centum of the total amount of regular compensation (Including
de llowances) payable to him with respect to the benefit year (si

determined under the State law) on the basis of which be most recently re-
ceived regular compensation ; or

"(B) twenty-six times his average weekly benefit amount (as determined for
purposes of section 202(b) (N (C) of the Federal-State Extended Unemploy-
ment Compensation Act of 1970) for nWi benefit year.

;(4) The amount determined under paragaphs (2) and (3) with respect to any
Individual shall each be reduced by the amount of any assistance paid to such
Individual under title II of the Emergency Jobs and Unemployment Assistance Act
of 1974 for any weeks of unemployment In the 65-week period preceding the first
week of unemployment with respect to which compensation Is payable to such
Individual under this Act."'

I Subsection (e) as In effect prior to January 1, 196T was amended by Public Laws
04-12 and 94-45.



W Emag. Uneusp Comp* Act
III~ hlr W5s1

(f) (1) No emergency compensation shall be payable to any Indivd.
nal under an agreement entered into under this Act for any week
beginning before whichever of the following is the latest:

(A) the first week which begins after December 81, 1974,
(B) the week following the week in which such agreement is

entered into, or
(C) the first week which begins after the date of the enact-

ment of this Act.
(2) No emergency compensation shall be payable to any individual

under an agreement entered into under this Act or any week ending
after March 81, 1977."

(g) Notwithstanding the preceding provisions of this section,
emergency compensation shall not be payable for any week to an
individual who is not a participant in a training program which is
approved by the Secretary if-

(1) the State determines tat there is a need for upgrading or
broadening such individual's occupational skill and a program
which is approved by the Secretary for such upgrading or broad-
ening is available within a reasonable distance and without
charge to the individual for tuition or fees, and

(2) such individual is not an applicant to participate in such
a program,,*

Payments to States Having Agreements for the Payment of
Emergney Compensatfon

Sec. 10& (a) There shall be paid to each State which has entered
into an agreement under this Act an amount equal to 100 per centum
of the emergency compensation paid to individuals by the State pur-
suant to such agreement.

(b) No payment shall be made to any State under this section in
respect of compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Act.

(c) Sums payable to any State by reason of such State's having an
agreement under this Act shall be payable, either in advance or by
way of reimbursement (as may be determined by the Secretary), in
such amounts as the Secretary estimates the State will be entitled to
receive under this Act for each calendar month, reduced or increase,
as the case may be, by any amount by which the Secretary finds that
his estimates for any prior calendar month were greater or less than
the amounts which would have been paid to the State. Such estimates

i (e PblicL
*5esec~eugjaa dde byole aw 94-45
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may be made on the basis of such statistical, sampling, or other method
as may be agreed upon by the Secretary and the State agency of the
State involved.

Financing Provisions

See. 104. (a) (1) Funds in the extended unemployment compensa-
tion account (as established by section 905 of the Social Security Act)
of the Unemployment Trust Fund shall be used for the making of
payments to States having agreements entered into under this Act.

(2) The Secretary shall from time to time certify to the Secretary
of the Treasury for payment to each State the sums payable to such
State under this Act. The Secretary of the Treasury, prior to audit
or settlement by the General Accounting Office, shall make payments
to the State in accordance with such certification, by transfers from
the extended unemployment compensation account (as established by
section 905 of the Social Security Act) to the account of such State
in the Unemployment Trust Fund.

(b) There are hereby authorized to be appropriated, without fiscal
year limitation, to the extended unemployment compensation account,
as repayable advances (without interest), such sums as may be neces-
sary to carry out the purposes of this Act. Amounts appropriated as
repayable advances and paid to the States undet section 108 shall be
repaid, without interest, as provided in section 905(d) of the Social
Security Act.

Definitions

Sec. 105. For purposes of this Act-
(1) the terms "compensation", "regular compensation", "ex-

tended compensation", "base period", "benefit year", "State",
"State agency", "State law", and "week" shall have the meanings
assigned to them under section 205 of the Federal-State Ex-
tended Unemployment Compensation Act of 1970;

(2) the term "period of eligibility" means, in the case of any
individual, the weeks in his benefit year which begin in an ex-
tended benefit period or an emergency benefit period, and, if
his benefit year ends within such extended benefit period, any
weeks thereafter which begin in such extended benefit period or in
such emergency benefit period;

(8) the term "extended benefit period" shall have the meaning
assigned to such term under section 203 of the Federal-State
Extended Unemployment Compensation Act of 1970;

(4) the term "additional eligibility period" means the thirteen-
week period following the week in which an emergency benefit

ON
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period ends in a State, as determined under section 102(c) (8);
but no individual shall have an additional eligibility period unless
there was payable to him in such State, for the week in which such
emergency benefit period ended, either emergency compensation
under this Act or extended compensation under the Federal-State
Extended Unemployment Compensation Act of 1970;

(5) the term "5-per centum period" means a period in a State
which begins with the third week after the first week in which
the rate of insured unemployment in the State for the period con-
sisting of such first week and the immediately preceding twelve
weeks is less than 6 per centum and which ends with the second
week after the first week in which the rate of insured unemploy-
ment in the State for the period consisting of such first week and
the immediately preceding twelve weeks equals or exceeds 6 per
centum; except that no 5-per centum period shall begin in any
State prior to the fourteenth week after the last week in a preced-
ing 5-per centum period in such State;

(6) the term "rate of insured unemployment" means the per-
centage arrived at by dividing the average weekly number of
individuals filing claims for weeks of unemployment with respect
to the specified period (as determined on the basis of the reports
made by the State agency to the Secretary) by the average
monthly covered employment for the specified period;

(7) the rate of insured unemployment for any thirteen-week
period shall be determined by reference to the average monthly
covered employment under the State law for the first four of the
most recent six calendar quarters ending before the close of such
period; and

(8) determinations with respect to the rate of insured unem-
ployment in a State shall be made by the State agency in accord-
ance with regulations prescribed by the Secretary.

For purposes of any State law which refers to an extension under
Federal law of the duration of benefits under the Federal-State Ex-
tended Unemployment Compensation Act of 1970, this Act shall be
treated as amendatory of such Act.'

Extension of Waiver of 120-Percent Requirement for Purposes of
Extended Compensation Program

Sec. 106. The last sentence of section 203(e) (2) of the Federal-State
Extended Unemployment Compensation Act of 1970, as amended, is
amended by striking out "April 30,1975" and inserting in lieu thereof
"December 81,1976".

IParagraphs (4) through (8) were added by Pub~le LaW 94-45.
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Temporary Reduction in National Trigger

Sec. 107. Section 203(d) of the Vederal-Stait Extended Unemploy-
ment Compensation Act of 1970 is amended by adding at the end
thereof the following new sentence: "Effective with respect to com-
pensation for weeks of unemployment beginning before December 81,

U 1976, and beginning after December 81, 1974 (or, if later, the date
established pursuant to State law), the State may by law provide that
the determination of whether there has been a national 'on' or 'off'
indicator beginning or ending any extended benefit period shall be
made under this subsection as if the phrase '4.5 per centum', contained
in paragraphs (1) and (2), read '4 per centum'."

Provision for Financing Temporary Reduction in
National Trigger

See. 108. Section 204 (a) of the Federal-State Extended Unemploy-
ment Compensation Act of 1970 is amended by adding at the end
thereof the following now paragraph:

"(3) In the case of compensation which is shamble extended com-
pensation or sharable regular compensation by reason of the provision
contained in the last sentence of section 208(d), the first paragraph of
this subsection shall be applied as if the words 'one-half of' read '100
per century of' but only with respect to compensation that would not
have been payable if the State law's provisions as to the State 'on' and
'off' indicators omitted the 120 percent factor as provided for by
Public Law 93-368 and by section 106 of this Act."

I



Federal-State Extended Unemployment Compensation Act, As
Amended

Excerpt From Public Law 91-73, August 10, 1970

Title f--Federal-State Extended Unemployment
Compensation Program

Short Title

Sec. 201. This title may be cited as the "Federal-State Extended
Unemployment Compensation Act of 1970".

Payment of Extended Lompensation

State Law Requirements

Sec. 202. (a) (1) For purposes of section 3804(a) (11) of the Internal
Revenue Code of 1954, a State law shall provide that payment of ex-
tended compensation shall be made, for any week of unemployment
which begins in the individual's eligibility period, to individuals who
have exhausted all rights to regular compensation under the State
law and who have no rights to regular compensation with respect to
such week under such law or any other State unemployment compen-
sation law or to compensation under any other Federal law and are
not receiving compensati9nwwith respect to such week under the unem-
ployment compensation law of the Virgin Islands or Canada. For pur-
poses of the preceding sentence, an individual shall have exhausted
his rights to regular compensation under a State law (A) when no
payments of regular compensation can be made under such law because
such individual has received all regular compensation available to him
based on employment or wages during his base period, or (B) when
his rights to such compensation have terminated by reason of the
expiration of the benefit year with respect to which such rights existed.

(2) Except where inconsistent with the provisions of this title, the
terms and conditions of the State law which apply to claims for
regular compensation and to the payment thereof shall apply to claims
for extended compensation and to the payment thereof.

(695)
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Indlviduaia Compensation Accounts

(b) (1) The State law shall provide that the State will establish,
for each eligible individual who files an application therefor, an
extended compensation account with respect to such individual's
benefit year. The amount established in such account shall be not less

s'• than whichever of the following is the least:
(A) 50 per centum of the total amount of regular compensation

(including dependents allowances) payable to him during such
benefit year under such law.

(B) thirteen times his average weekly benefit amount, or
(C) thirty-nine times his average weekly benefit amount, re-

duced by the regular compensation paid (or deemed paid) to
him during such benefit year under such law;

except that the amount so determined shall (if the State law so pro-
vides) be reduced by the aggregate amount of additional compensation
paid (or deemed paid) to him under such law for prior weeks of unem-
ployment in such benefit year which did not begin in an extended
benefit period.

(2) For purposes of paragraph (1), an individual's weekly benefit
amount for a week is the amount of regular compensation (including
dependents' allowances) under the State law payable to such indi-
vidual for such week for total unemployment.

Extended Benefit Period

Beginning and Ending

Sec. 203. (a) For purposes of this title, in the case of any State,
an extended benefit period-

(1) shall begin with the third week after whichever of the
following weeks first occurs:

(A) a week for which there is a national "on" indicator, or
(B) a week for which there is a State "on" indicator; and

(2) shall end with the third week after the first week for which
there is both a national "off" indicator and a State "off" indicator.

Special Rules

(b) (1) In the case of any State-
(A) no extended benefit period shall last for a period of less

than thirteen consecutive weeks, and
(B) no extended benefit period may begin by reason of a State

"on" indicator before the fourteenth week after the close of a
prior extended benefit period with respect to such State.

on6
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(2) When a determination has been made that an extended benefit
period is eginning or ending with respect to a State (or all the
States), the Secretary shall cause notice of such determination to be
published in the Federal Register.

Eligibility Period

(c) For purposes of this title, an individual's eligibility period
under the State law shall consist of the weeks in his benefit year which
begin in an extended benefit period and, if his benefit year ends within
such extended benefit period, any weeks thereafter which begins in
such extended benefit period.

National "On" and "Off" Indicators

(d) For purposes of this section-
(1) There is a national "on" indicator for a week if for each

of the three most recent calendar months ending before such
week, the rate of insured unemployment (seasonally adjusted)
for all States equaled or exceeded 4.5 per centum (determined by
reference to the average monthly covered employment for the first
four of the most recent six calendar quarters ending before the
month in question).

(2) There is a national "off" indicator for a week if for each of
the three most recent calendar months ending before such week,
the rate of insured unemployment (seasonally adjusted) for all
States was less than 4.5 per centum (determined by reference to
the average monthly covered employment for the first four of
the most recent six calendar quarters ending before the month
in question). Effective with respect to compensation for weeks of
unemployment beginning before December 81, 1976, and begin-
ning after December 81, 1974 (or, if later, the date established
pursuant to State law), the State may by law provide that the
determination of whether there has been a national "on" or "off"
indicator beginning or ending any extended benefit period shall
be made under this subsection as if the phrase "4.5 per centum,"
contained in paragraphs (1) and (2), read "4 per centum."

State "On" and "Off" Indicators

(e) For purposes of this section-
(1) There is a State "on" indicator for a week if the rate of

insured unemployment under the State law for the period consist-
ing of such week and the immediately preceding twelve weeks-
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(A) equaled or exceeded 120 per centum of the average of

such rates for the cor esponding thirteen-week period ending
in each of the preceding two calendar years, and

(B) equaled or exceeded 4 per centum.
(2) There is a State "of" indicator for a week if, for the period

consisting of such week and the immediately preceding twelve
weeks, either subparagraph (A) or subparagraph (B) of para-
graph (1) was not satisfied. Effective with respect to compensa-
tion for weeks of unemployment beginning before July 1, 1978,
and beginning after the date of the enactment of this sentence (or,
if later, the date established pursuant to State law), the State may
by law provide that the determination of whether there has been
a State "off" indicator ending any extended benefit period shall
be made under this subsection as if paragraph (1) did not contain
subparagraph (A) thereof. Effective with respect to compens-
tion for weeks of unemployment beginning before January 1,1974,
and beginning after the date of the enactment of thb; sentence (or,
if later, the date established pursuant to State law), the State by
law may provide that the determination of whether there has been
a Stat. "off" indicator ending an extended benefit period shall be
made under this subsection as if paragraph (1) did not contain
subparagraph (A) thereof and may provide that the determina-
tion of whether there has been a State "on" indicator beginning
any extended benefit period'shafl be made under this subsection as
if (i) paragraph (1) did not contain subparagraph (A) thereof,
(ii) that 4 per centum contained in subparagraph (B) thereof were
4.5 per centum, and (iii) paragraph (1) of subsection (b) did not
contain subparagraph (B) thereof. In the case of any Individual
who has a week with respect to which extended compensation was
payable pursuant to a State law referred to in the preceding sen-
tence, if the extended benefit period under such law does not
expire before January 1, 1974, the eligibility period of such indi-
vidual for purposes of such law shall end with the thirteenth week
which begins after December 81, 1978. Effective with respect to
compensation for weeks of unemployment beginning before
March 81, 1972, and beginning after December 31, 1978 (or, if
later, the date established pursuant to State law), the State may
by law provide that the determination of whether there has been
a State "on" or "off" indicator beginning or ending any extended
benefit period shall be made under this subsection as if paragraph
(1) did not contain subparagraph (A) thereof.1

For purposes of this subsection, the rate of insured unemployment for
any !3-week period shall be determined by reference to the average

' Parapaph (2) was amended bY Publit Law 94-45.

W
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monthly covered employment under the State law for the first four of
the most recent six calendar quarters ending before the cloee of such
period.

Rate of Insured Unemployment; Covered Employment

(f) (1) For purposes of subsections (d) and (e), the term "rate of
insured unemployment" means the percentage arrived at by dividing-

(A) the average weekly number of individuals filing claims
for weeks of unemployment with respect to the specified period,
as determined on the basis of the reports made by all State
agencies (or, iin the case of subsection (e), by the State agency)
to the Secretary, by

(B) the average monthly covered employment for the specified
period.

(2) Determinations under subsection (d) shall be made by the
Secretary in accordance with regulations prescribed by him.

(8) Determinations under subsection (e) shall be made by the State
agency in accordance with regulations prescribed by the Secretary.

Payments to States

Amount Payable

Sec. 204. (a) (1) There shall be paid to each State an amount equal
to one-half of the sum of-.

(A) the sharable extended compensation, and
(B) the shamble regular compensation,

paid to individuals under the State law.
(2) No payment shall be made to any State under this subsection

in respect to compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Act.

(8) In the case of compensation which is sharable extended com-
pensation or sharable regular compensation by reason of the provision

.• contained in the last sentence of section 208(d), the first paragraph
of this subsection shall be applied as if the words "one-half of" read
"100 per centum of" but only with respect to compensation that
would not have been payable if the State law's provisions as to
the State "on" and "off" indicators omitted the 120 percent factor as
provided for by Public Law 98-868 and by section 106 of this Act.1

ITb reference to sectionn 106 of this Aet Is apparently intende as a rtfermene to
section 106 ot Plblie Law 93-472 which added paragraph (3) to thi section.
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Shamble Extended Compensation

(b) For Purposes of subsection (a) (1) (A), extended compensation
paid to an individual for weeks of unemployment in such individual's
eligibility period is sharable extended compensation to the extent that
the aggregate extended compensation paid to such individual with
respect to any benefit year does not exceed the smallest of the amounts
referred to in subparagraphs (A), (B), and (C) of section 2M2(b) (1).

Shamble Regular Compensation

(o) FOr purposes of subsection (a) (1) (B), regular compensation
paid to an individual for a week of unemployment is sharable regular
compensation--

(1) if such week is in such individual's eligibility period (deter.
mined under section 208 (c)), and

(2) to the extent that the sum of such compensation, plus the
regular compensation paid (or deemed paid) to him with respect
to prior weeks of unemployment in the benefit year, exceeds
twenty-six times (and does not exceed thirty-nine times) the
average weekly benefit amount (including allowances for depend-
ents) for weeks of total unemployment payable to such individual
under the State law in such benefit year.

Payment on Calendar Month Basis

(d) There shall be paid to each State either in advance or by way
of reimbursement, as may be determined by the Secretary, such sum
as the Secretary estimates the State will be entitled to receive under
this title br each cvlndar month, reduced or ncrea8das the case
may be, by any sum by which the Secretary finds that his estimates
for any prior calendar month were greater or less than the amounts
which should have been paid to the State. Such estimates may be
made upon the basis of such statistical, sampling, or other method as
may be agreed upon by the Secretary and the State agency.

Certification

(e) The Secretary shall from time to time certify to the Secretary
of the Treasury for payment to each State the sums payable to such
State under this section. The Secretary of-the Treasury, prior to audit
or settlement by the General Accounting Office, shall make payment
to the State in accordance with such certification, by transfers from
the extended unemployment compensation account to the account of
such State in the Unemployment Trust Fund.
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Definitions

Se. 205. For purposes of this title--
(1) The term "compensation" means cash benefits payable to

individuals with respect to their unemployment.
(2) The term "regular compensation" means compensation pay-

able to an individual under any State unemployment compensa-
tion law (including compensation payable pursuant to 5 U.S.C.
chapter 85), other than extended compensation and additional
compensation.

(8) The term "extended compensation" means compensation
(including additional compensation and compensation payable
pursuant to 5 U.S.C. chapter 85) payable for weeks of unemploy-
ment beginning in an extended benefit period to an individual
under those provisions of the State law which satisfy the require-
ments of this title with respect to the payment of extended com-
pensation.

(4) The term "additional compensation" means compensation
payable to exhaustees by reason of conditions of high unemploy.
ment or by reason of other special factors.

(5) The term "benefit year" means the benefit year as defined in
the applicable State law.

(6) The term "base period" means the base period as deter-
mined under applicable State law for the benefit year.

(7) The term "Secretary" means the Secretary of Labor of the
United States.

(8) The term "State" includes the District of Columbia and
the Commonwealth of Puerto Rico.

(9) The term "State agency" means the agency of the State
which administeriits State law.e

(10) The term "State law" means the unemployment compensa-
tion law of the State, approved by the Secretary under section
3804 of the Internal Revenue Code of 1954.

(11) The term "week" means a week as defined in the applicable
State law.

Approval of State Laws

See. 206. Section 8204(a) of the Internal Revenue Code of 1954 is
amended by inserting after paragraph (10) (added by section 121(a)
of this Act) the following new paragraph:

"(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1970;".
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Eff"ive Dats

See. 207. (a)Except as provided in subsection (b)--
(1) in applying section 208, no extended benefit period may

begin with a week begnnin before January 1,197; and
(2) section 24 shall apply only with respect to weeks of un-

employment beginning after December 81,1971.
(b) (1) In the case of a State law approved under section 8804(a)

(11) of the Internal Revenue Code of 1954, such State law may also
provide that an extended benefit period may begin with a week estab-
lished pursuant to such law which begins earlier than January 1,
1972, but not earlier than 60 days after the date of the enactment of
this Act.'(2) For purposes of paragraph (1) with respect to weeks beginning
before January 1,1972, the extended benefit period for the State shall
be determined under section 208(a) solely by reference to the State
"on" indicator and the State "off" indicator.

(8) In the case of a State law containing a provision described in
paragraph (1), section 204 shall also apply with respect to weeks of
unemployment in extended benefit periods determined pursuant to
paragraph (1).

(c) Section 8804(a) (11) of the Internal Revenue Code of 1954 (as
added by section 206) shall not be a requirement for the State law of
any State-

(1) in the case of any State the legislature of which does not
meet in a regular session which closes during the calendar year
1971, with respect to any week of unemployment which begins
prior to July 1,1972; or

(2) in the case of any other State, with respect to any week of
unemployment which begins prior to January 1, 19M

Excerpt From Public Law 93-618, The Trade' Act of 19741

CHAPTER 2-ADJUSTMENT ASSISTANCE
FOR WORKERS

Subchapter A-Petition and Determinations

SEC. 221. PETITIONS.
(a) A petition for a certification of eligibility to apply for adjust-

ment assistance under this chapter may be filed with the Secretary
of Labor (hereinafter in this chapter referred to as the "Secretary")

This chapter Is effetive April 31 igT5o amd terminatus September 80. 1982.
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by a group of workers or by their certified or recognized union or
other duly authorized representative. Upon receipt of the petition, the
Secretary shall promptly publish notice in the Federal Register that
he has received the petition and initiated an investigation.

(b) If the petitioner, or any other person found by the Secretary
to have a substantial interest in the proceedings, submits not ]-ter than
10 days after the date of the Secretary's publication under subsection
(a) a request for a hearing, the Sectetary shall provide for a public
hearing and afford such interested persons an opportunity to be present,
to produce evidence, and to be heard.
BE•C 222, GROUP ELIGIBILTY RQUM NTS.

The Secretary shall certify a group of workers as eligible to apply
for adjustment ai ce under this chapter if he determines-

(1) that a significant number or proportion of the workers in
such workers' firm or an appropriate subdivision of the firm have
become totally or partially separated, or are threatened to become
totally or partially separated,

(2) that sales or production, or both, of such firm or subdivi-
sion have decreased absolutely, and

(8) that increases of imports of articles like or directly com-
petitive with.articles produced by such workers' firm or an ap-
propriate subdivision thereof contributed importantly to such
total or partial separation, or threat thereof, and to such decline
in sales or production.

For purposes of paragraph (8), the term "contributed importantly"
means a cause which is important but not necessarily more important
than any other cause.

SEC 2 DEIER.MINATIONS BY 5CERW ARY OF LABOR.
(a) As soon as possible after the date on which a petition is filed

under section 221, but in any event not later than 60 days after that
date, the Secretary shall determine whether the petitioning group
meets the requirements of section 222 and shall issue a certification
of eligibility to apply for assistance under this chapter covering work-
ers in any group which meets such requirements. Each certification
shall specify the date on which the total or partial separation began
or threatened to begin.

(b) A certification under this section shall not apply to any worker
whose last total oke partial separation from the firm or appropriate
subdivision of the firm before his application under section 281
occurred-

(1) more than one year before the date of the petition on
which such certification was granted, or
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(9) more than 6 months before the effective date of this chapter.
(c) Upon reaching his determination on a petition, the Secretary

shall promptly publish a summary of the determination in the Fed-
oral Register together with his reasons for making such determination.

(d) Whenever the Secretary determines, with respect to any certi-
fication of eligibility of the workers of a firm or subdivision of the
firm, that total or partial separations from such firm or subdivision
are no longer attributable to the conditions specified in section 222, he
shall terminate such certification and promptly have notice of such
termination published in the Federal Register together with his rea-
sons for making such determination. Such termination shall .apply
only with respect to total or partial separations occurring after the
termination date specified by the Secretary.

SEC 224 STUD Y By CRETARY OF LABOR WHEN INTERNATIONAL
TRADE COMMISSION BEGINS INVESTIGATION; ACTION
WHERE THERE 18 AFFIRMATIVE FINDING.

(a) Whenever the International' Trade Commission (hereafter
referred to in this chapter as the "Commission") begins an investiga-
tion under section 201 with respect to an industry, the Commission
shall immediately notify the Secretary of such investigation, and the
Secretary shall immediately begin a study of-

(1) the number of workers in the domestic industry producing
the like or directly competitive article who have been or are likely
to be certified as eligible for adjustment assistance, and

(2) the extent to which the adjustment of such workers to the
import competition may be facilitated through the use of exist-
ing programs

(b) The report of the Secretary of the study under subsection (a)
shall be made to the President not later than 15 days after the day on
which the Commission makes its report under section 201. Upon mak-
ing his report to the President, the Secretary shall also promptly make
it public (with the exception of information which the Secretary deter-

v- mines to be confidential) and shall have a summary of it published in
the Federal Register.

(c) Whenever the Commission makes an affirmative finding under
section 201(b) that increased imports are a substantial cause of seri-
ous injury or threat thereof with- respect to an industry, the Secretary
shall make available, to the extent feasible, full information to the
workers in such industry about programs which may facilitate the
adjustment to import competition of such workers, and he shall pro-
i de a tance in the preparation and processing of petitions and ap-
plications of such workers for program benefits.
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Subchapter B--Progm Bnefits
PART I-TRADE READJUSTMENT ALLOWANCES

S• 23. QUAIFY•G RMQUIDEN S FOR WORKERS
Payment of a trade readjustment allowance shall be made to an

adversely affected worker covered by a certification under sub.
chapter A who files an application for such allowance for any week of
unemployment which begins after the date specified in such certifica-
tion pursuant to section 228(a), if the following conditions are met:

(1) Such worker's last total or partial separation before his
application under this chapter, occurred-

(A) on or after the date, as specified in the certification
under which he is covered, on which total or partial separa-
tion began or threatened to begin in the adversely affected
employment, and

(B) before the expiration of the 2-year period beginning
on the date on which the determination under section 228 was
made, and
(C) before the termination date (if any) determined pur-
suant to section 228(d) ; and

(2) Such worker had, in the 52 weeks immediately preceding
such total or partial separation, at least 26 weeks of employment
at wages of $30 or more a week in adversely affected employment
with a single firm or subdivision of a firm, or, if data with respect
to weeks of employment are not available, equivalent amounts
of employment computed under regulations prescribed by the
Secretary.

WAC. 23. WEEKLY AMOU
(a) Subject to the other provisions of this section, the trade read-

justment allowance payable to an adversely affected worker for a
week of unemployment shall be--

(1) 70 percent of his average weekly wage (but not in excess
of the average weekly manufacturing wage), reduced by

(2) 50 percent of the amount of the remuneration for services
performed during such week.

(b) Any adversely affected worker who is entitled to trade read-
justment allowances and who is undergoing training approved by
the Secretary, including on-the-job training, shall receive for each
week in which he is undergoing any such training, a trade readjust-
ment allowance in an amount (computed for such week) equal to the
amount computed under subsection (a) or (if greater) the amount
of any weekly allowance for such training to which he would be
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entitled under any other Federal law for the training of workers, if
he applied for such allowance. Such trade readjustment allowance
shall be paid in lieu of any training allowance to which the worker
would be entitled under such other Federal law.

(o) The amount of trade readjustment allowance payable to an
adversely affected worker under subsection (a) for any week shall
be reduced by any amount of unemployment insurance which he
receives, or which he would receive if he applied for such insurance,
with respect to such week; but, if the appropriate State or Federal
agency finally determines that the worker was not entitled to unem-
ployment insurance with respect to such week, the reduction shall not
apply with respect to such week.

(d) If unemployment insurance, or a training allowance under any
Federal law, is paid to an adversely affected worker for any week of
unemployment with respect to which he would be entitled (determined
without regard to subsection (c) or (e) or to any disqualification under
section 286(c)) to a trade readjustment allowance if he applied for
such allowance, each such week shall be deducted from the total num-
ber of weeks of trade readjustment allowance otherwise payable to
him under section 288(a) when he applies for a trade readjustment
allowance and is determined to be entitled to such allowance. If the
unemployment insurance or the training allowance paid to such
worker for any week of unemployment is less than the amount of the
trade readjustment allowance to which he would be entitled it he
applied for such allowance, he shall receive, when he applies for a
trade readjustment allowance and is determined to be entitled to such
allowance, a traje readjustment allowance for such'week equal to such
difference.

(e) Whenever, with respect to any week of unemployment, the
total amount payable to an adversely affected worker as remuneration
for services performed during such week, as unemployment insurance,
as a training allowance referred to in subsection (d), and as a trade
readjustment allowance exceeds 80 percent of his average weekly wage
(or, if lesser, 180 percent of the average weekly manufacturing wage),
then his trade readjustment allowance for such week shall be reduced
by the amount of such excess.

(f) The amount of any weekly payment to be made under this
section which is not a whole dollar amount shall be rounded upward
to the next higher whole dollar amount.
SE• 2M TM * LIMrATIONS ON TRADE READJUW ENT ALLOW-

ANE

(a) Payment of trade readjustment allowances shall not be made
to an adversely affected worker for more than 52 weeks, except that,
in accordance with regulations prescribed by the Secretary-
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(1) such payments may be made for not more than 26 addi-

tional weeks to an adversely affected worker to assist him to
complete training approved by the Secretary, or

(2) such payments shall be made for not more than 26 addi-
tional weeks to an adversely affected worker who had reached his
60th birthday on or before the date of total or partial separation.

1000 In no case may an adversely affected worker be paid trade readjust-
•'• ment allowances for more than 78 weeks.

(b) (1) Except for a payment made for an additional week under
subsection (a) (1) or (a) (2), a trade readjustment allowance may not
be paid for a week of unemployment beginning more than 2 years
after the beginning of the appropriate week.

(2) A trade readjustment allowance may not be paid for an addi-
tional week specified in subsection (a) (1) if the adversely affected
worker who would receive such allowance did not make a bona fide
application to a training program approved by the Secretary within
180 days after the end of the appropriate week or the date of his first
certification of eligibility to apply for adjustment assistance issued by
the Secretary, whichever is later.

(8) A trade readjustment allowance may not be paid for an addi-
tional week specified in subsection (a) if such additional week begins
more than 8 years after the beginning of the appropriate week.

(4) For purposes of this subsection, the appropriate week--
(A) for a totally separated worker is the week of his most

recent total separation, and
(B) for a partially separated worker is the first week for which

he receives a trade readjustment allowance following his most
recent partial separation.

SEC. 2 APPLICATION OF STATE LAW&
Except where inconsistent with the provisions of this chapter and

subject to such regulations as the Secretary may prescribe, the avail-
ability and disqualification provisions of the State law-

(1) under which an adversely affected worker is entitled to
unemployment insurance (whether or not he has filed a claim
for such insurance), or

(2) if he is not so entitled to unemployment insurance, of the
State in which he was totally or partially separated,

shall apply to any such worker who files a claim for-trade readjust-
ment allowances. The State law so determined with respect to a sepa-
ration of a worker shall remain applicable, for purposes of the
preceding sentence, with respect to such separation until such worker
becomes entitled to unemployment insurance under another State law
(whether or not he has filed a claim for such insurance).

442467 4S-U40 -* i . 4S
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PART Il-TRAINING AND RELATED SERVICES

SE(= L EIPIYMUI48SMVCES
The Secretary shall make every reasonable effort to secure for

adversely affected workers covered by a certification under subchapter
A of this chapter counseling, testing, and placement serAces, and sup-
portive and other services, provided for under any other Federal law.
The Secretary shall, whenever appropriate, procure such services
through agreements with cooperating State agencies.

SEC ZN, TRAINING.
(a) If the Secretary determines that there is no suitable employ-

ment available for an adversely affected worker covered by a certifica-
tion under subchapter A of this chapter, but that suitable employment
(which may Include technical and professional employment) would
be available if the worker received appropriate training, he may
approve such training. Insofar as possible, the Secretary shall provide
or assure the provision of such training on the job.

(b) The Secretary may, where appropriate, authorize suppemental
assistance necessary to defray transportation and subsistence expenses
for separate maintenance when training is provided in facilities which
are not within commuting distance of a worker's regular place of resi-
dence. The Secretary shall not authorize payments for subsistence
exceeding $15 per day; nor shall he authorize payments for trans-
portation expenses exceeding 12 cents per mile.

(c) Any adversely affected worker who, without good cause, refuses
to accept or continue, or fails to make satisfactory progress in, suitable
training to which he has been referred by the Secretary shall not there-
after be entitled to payments under this chapter until he enters or
resumes the training to which he has been so referred.

PART Ill-JOB SEARCH AND RELOCATION
ALLOWANCES

SlC 2M7. .OB SBA" ALLOWANCES
(a) Any adversely affected worker covered by a certification under

subchapter A of this chapter who has been totally separated ma•¢ file
an application with the Secretary for a job search allowance. ýuch
allowance, if granted, shall provide reimbursement to the worker of
80 percent of the cost of his necessary job search expenses as pre-
scribed by regulations of the Secretary'; except that such reimburse-
ment may not exceed $M0 for any worker.

(b) A job search allowance may be granted only-
(1) to assist an adversely affected worker in securing a job

within the United States;
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(2) whore the Secretary determines that such worker cannot
reasonably be expected to secure suitable employment in the
commuting area in which he resides; and

(8) where the worker has filed an application for such allow-
ance with the Secretary no later than I year after the date of his
last total separation before his application under this chapter
or (in the case of a worker who has been referred to training" by
the Secretary) within a reasonable period of time after the con-
clusion of such training period.

S1• 3M8 RLATION ALLOWANCBL
(a) Any adversely affected worker covered by a certification under

subchapter A of this chapter who has been totally separated may file
an application with the Secretary for a relocation allowance, subject
to the terms and conditions of this section.

(b) A relocation allowance may be granted only to assist an ad-
versely affected worker in relocating within the United States and
only if the Secretary determines that such worker cannot reasonably
be expected to secure suitabk% employment In tlhe commuting area in
which he resides and that such worker-

(1) has obtained suitable employment affording a reasonable
expectation of long-term duration in the area in which lie wishes
to relocate, or

(2) has obtained a bona fide offer of such employment.
(c) A relocation allowance shall not be granted to such worker

unless-
(1) for the week in which the application for such allowance

is filed, he is entitled to a trade readjustment allowance (deter-
mined without regard to section 282 (c) and (e)) or would be so
entitled (determined without regard to whether he filed applica-
tion therefor) but for the fact that he has obtained the employ-
ment referred to in subsection (b) (1), and

(2) such relocation occurs within a reasonable period after the
filing of such application or (in the case of a worker who has
been referred to training by the Secretary) within a reasonable
period after the conclusion of such training.

Under regulations prescribed by the Secretary, a relocation allowance
shall not be granted to more than one member of the family with
respect to the same freolation,

(d) For the purposes of this section, the term "relocation allowance"
means-

(1) 80 percent of the reasonable and necessary expenses, as
specified in regulations prescribed by the Secretary, incurred in
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transporting a worker and his family, if any, and household
effects, and

(2) a lump sum equivalent to three times the worker's average
weekly wage, up to a maximum payment of $00.

Subchapter C-General Provisions

ONQ 33. AG Bm wrrM NTATB&

(a) The Secretary is authorized on behalf of the United States
to enter into an agreement with any State, or with any State agency
(referred to in this subchapter as "cooperating States" and "cooperat-
ing States agencies" respectively). Under such an agreement, the co-
operating State agency (1) as agent of the United States, will receive
applications for, and will provide, payments on the basis provided in
this chapter, (2) where appropriate, will afford adversely affected
workers who apply for payments under this chapter testing, counsel-
ing, referral to training, and placement services, and (8) will other.
wise cooperate with the Secretary and with other State and Federal
agencies in providing payments and services under this chapter.

(b) Each agreement under this subchapter shall provide the terms
and conditions upon which the agreement may be amended, suspended,
or terminated.

(e) Each agreement under this subchapter shall provide that un-
employment insurance otherwise payable to any adversely affected
worker will not be denied or reduced for any week by reason of any
right to payments under this chapter.

(d) A determination by a cooperating State agency with respect to
entitlement to program benefits under an agreement is subject to re-
view in the same manner and to the same extent as determinations
under the applicable State law and only in that manner and to that
extent.

(e) Section 8802(c) of the Internal Revenue Code of 1954 (relat-
ing to credits against Federal unemployment tax) is amended by
inserting after paragraph (8) the following new paragraph:

"(4) If the Secretary of Labor determines that a State, or
State agency, has not-

"(A) entered into the agreement described in section 289
of the Trade Act of 1974, with the Secretary of Labor before
July 1, 1975, or

"(B) fulfilled its commitments under an agreement with
the Secretary of Labor as described in section 239 of the
Trade Act of 1974,

then, in the case of a taxpayer subject to the unemployment
compensation law of such State, the total credits (after applying
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subsections (a) and (b) and paragraphs (1), (2), and (8) of
this section) otherwise allowable under this section for a year
during which such State or agency does not enter into or fulflf
such an agreement shall be reduced by 15 percent of the tax
imposed with respect to wages paid by such taxpayer during such
year which are attributable to such State.".

~ SIM 2A ADMINISTRATION ABSEN STATl AGREEMENT.
(a) In any State where there is no agreement in force between a

State or its agency under section 289, the Secretary shall arrange
under regulations prescribed by him for performance of all necessary
functions under subchapter B of this chapter, including provision
for a fair hearing for any worker whose application for payments
is denied,

(b) A final determination under subsection (a) with respect to
entitlement to program benefits under subchapter B of this chapter
is subject to review by the courts in the same manner and to the same
extent u is provided by section 205(g) of the Social Security Act (42
U.S.C. sec. 405(g)).
SME 2. PAYMENT TO WSTATES

(a) The Secretary shall from time to time certify to the Secretary
of the Treasury for payment to each cooperating State the sums neces-
sary to enable such State as agent of the United States to make pay-
ments provided for by this chapter. The Secretary of the Treasury,
prior to audit or settlement by the General Accounting Office, shall
make payment to the State from the Adjustment Assistance Trust
Fund established in section 245 in accordance with such certification.

(b) All money paid a State under this section shall be used solely
for the purposes for which it is paid; and money so paid which is not
used for such purposes shall be returned, at the time specified in the
agreement under this subchapter, to the Secretary of the Treasury and
credited to Adjustment Assistance Trust Fund.

(c) Any agreement under this subchapter may require any officer
..v or employee of the State certifying payments or disbursing funds

under the agreement or otherwise participating in the performance
of the agreement, to give a surety bond to the United States in such
amount as the Secretary may deem necessary, and may provide for the
payment of the cost of such bond from funds for carrying out the
purposes o)fthis chapter. ng. .h
SEC 24L LIABIITIMS OF CERTIFYING AND DISBURSING OFFICE

(a) No person designated by the Secretary, or designated pursuant
to an agreement under this subchapter, as a certifying officer, shall, in
the absence of gross negligence or intent to defraud the United States,
be liable with respect to any payment certified by him under this
chapter.
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(b) No disusing officer shall, in the absence of gross negligence or

intent to defraud the United States, be liable with respect to any pay-
ment by him under this chapter if it was based upon a voucher signed
by a certifying officer designate as provided in subsection (a).

C. 2. REC•VIEY OF OVEPATMEMTS
(a) If a cooperating State agency or the Secretary, or a court of

P competent jurisdiction finds that any person-(1) has made or has caused to be made by another, a false state-
ment or representation of a material fact knowing it to be false,
or has' knowingly failed or caused another to fail to disclose a
material fact; and

(2) as a result of such action has received any payment under
this chapter to which he was not entitled,

such person shall be liable to repay such amount to the State agency
or the Secretary as the case may be, or either may recover such amount
by deductions from any sums payable to such person under this chap-
ter. Any such finding by a State agency or the Sep.retary may be
made only after an opportunity for a fair hearing.

(b) Any amount repaid to a State agency under this section shall
be deposited into the fund from which payment was made. Any
amount repaid to the Secretary under this section shall be returned
to the Secretary of the Treasury and credited to the Adjustment
As ae Trust Fund.

SE•. 24. PENALTIES
Whoever makes a false statement of a material fact knowing it to

be false, or knowingly fails to disclose a material fact, for the purpose
of obtaining or increasing for himself or for any other person any
payment authorized to be furnished under this chapter or pursuant
to an agreement under section 239 shall be fined not more than $1,000
or imprisoned for not more than one year, or both.

SEC. 24L CREATION OF TRUST FUND; AUTHORIZATION OF APRO.
PRIATIONS OUT OF CUSTOMS C 9F1S

(a) There is hereby established on the books of the Treasury of
the United States a trust fund to be known as the "Adjustment Assist-
ance Trust Fund" (referred to in this section as the "Trust Fund").
The Trust Fund shall consist of such amounts as may be deposited in
it pursuant to the authorization contained in subsection (b). Amounts

-in the Trust Fund may-be used only to carry out the provisions of
this chaptr (including administrative costs). The Secretary of the
Treasury shall be the trustee of the Trust Fund and shall report to
the Congress not later than March 1 of each year on the operation
and status of the Trust Fund during the preceding fiscal year.

(b)'(1) There are hereby authorized to be appropriated to the Trust
Fund, out of amounts in the general fund 6f the Treasury attributable
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to the collections of customs duties not otherwise appropriated, for
each fiscal year ending after the date of the enactment of this Act, such
sums as may be necessary to carry out the provisions of this chapter
(including administrative codt).

(2) There are authorized to be appropriated to the Trust Fund, for
purposes of training (including administrative costs) under section
286 such sum as may be necessary.

OMC U4& ThAWSITONAL FPROVISONS.
(a) Where a group of workers has bean certified as eligible to apply

for adjustment assistance under section 802(b) (2). or (c) of the Trade.
Expansion Act of 1962, any worker who has not had an application for
trade readjustment allowances under section 822 of that Act denied
before the effective date of this chapter may apply under section 281 of
this Act as if the group certification under which he claims coverage
had been made under subchapter A of this chapter.

(b) In any case where a group of workers or their certified or recog-
nized union or other duly authorized representative has filed a petition
under section 801(a) (2) of the Trade Expansion Act of 1962, more
than 4 months before the effective date of this chapter and

(1) the Commission has not rejected such petition before the
effective date of this chapter, and

(2) the President or his delegate has not issued a certification
under section 802(c) of that Act to the petitioning group before
the effective date of this chapter,

such group or representative thereof may file a new petition under sec-
tion 221 of this Act, not later than 90 days after the effective date of this
chapter. For purposes of section 223(b) (1), the date on which such
group or representative filed the petition under the Trade Expansion
Act of 1962 shall apply. Section 228(b) (2) shall not apply to workers
covered by a certification issued pursuant to a petition meeting the
requirements of this subsection.

(c) A group of workers may file a petition under section 221 cover-
ing weeks of unemployment (as defined in the Trade ExpanMion Act of

.t 1962) beginning before the effective date of this chapter, or covering
such weeks and also weeks of unemployment beginning on or after
the effective date of this chapter.

(d) Any worker receiving payments pursuant to this section shall
be entitled,..

(1) for weeks of unemployment (as defined in the Trade Ex-
pansion Act of 1962) beginning before the effective date of this
chapter, to the rights and privileges provided in chapter 8 of title
III of such Act, and

(2) for weeks of unemployment beginning on or after the
effective date of this chapter, to the rights and privileges provided
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in this chapter, except that the total number of weels of unem-
ployment, as defined in the Trade Expaion Act of 1M62, for
which trade readjustment allowances were payable under that
Act shall be deducted from the total number of weeks of unem-
ployment for which an adversely affected worker is eligible for
trade readjustment allowances under this chapter.

(e) The Commission shall make available to the Secretary on re.
quest data it has acquired in investigations under section 801 of the
Trade Expansion Act of 1962 concluded within the 2-year period end.
ing on the effective date of this chapter which did not result in Presi-
dential action under section 802(a) (8) or 80M(o) of that Act.
sBC 24? DEFINITIONS.

For purposes of this chapter--
(1) The term "adversely affected employment" means employ-

ment in a firm or appropriate subdivision of a firm, if workers of
such firm or subdivision are eligible to apply for adjustment
assistance under this chapter.

(2) The term "adversely affected worker" means an individual
who, because of lack of work in adversely affected employment-

(A) has been totally or partially separated from such
employment, or

(B) has been totally separated from employment with the
firm in a subdivision of which such adversely affected em-
ployment exists.

(8) The term "average weekly manufacturing wage" means the
national gross average weekly earnings of production workers in
manufacturing industries for the latest calendar year (as officially
published annually by the Bureau of Labor Statistics of the
Department of Labor) most recently published before the period
for which the assistance under this chapter is furnished.

(4) The term "average weekly wage" means one-thirteenth of
the total wages paid to an individual in the high quarter. For pur-
poses of this computation, the high quarter shall be that quarter
in which the individual's total wages were highest among the first
4 of the last 5 completed calendar quarters immediately before the
quarter in which occurs the week with respect to which the com-
putation is made. Such week shall be the week in which total sepa-
ration occurred, or, in cases where partial separation is claimed,
an appropriate week, as defined in regulations prescribed by the
Secretary.

(5) The term "average weekly hours" means the average hours
worked by the individual (excluding overtime) in the employment
from which he has been or claims to have been separated in the
5$ weeks (excluding weeks during which the individual was sick
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or on vacation) preceding the week speed in the'last sentence
of paragraph (4).

(6) The term 'putial separation" means, with respect to an
individual who has not been totally separated, that he has had-

(A) his hours of work reduced to 80 percent or lea of his
average weekly hours in adversely affected employment, and

(B) his wages reduced to 80 percent or loes of hWs average
weekly wage in such adversely affected employment.

(7) The term "remuneration" means wages and net earnings
derived from services performed as a self-employed individual.

(8) The term "State" includes the District of Columbia and the
Commonwealth of Puerto Rico; and the term "United States"
when used in the geographical sense includes such Commonwealth.

(9) The term "State agency" means the agency of the State
which administers the State law.

(10) The term "State law" means the unemployment insurance
law of the State approved by the Secretary of Labor under section
8804 of the Internal Revenue Code of 1954.

(11) The term "total separation" means the layoff or severance
of an individual from employment with a firm in which, or in
a subdivision of which, adversely affected employment exists.

(12) The term "unemployment insurance" means the unem-
ployment insurance payable to an individual under any State
law or Federal unemployment insurance law, including chapter
85 of title 5, United States Code, and the Railroad Unemploy-
ment Insurance Act.

(18) The term "week" means a week as defined in the applicable
State law.

(14) The term "week of unemployment" means with respect
to an individual any week for which his remuneration for services
performed during such week is less than 80 percent of his average
weekly wage and in which, because of lack of work-

(A) if he has been totally separated, he worked less than
0the full-time week (excluding overtime) in his current occu-

pation, or
(B) if he has been partially separated, he worked 80 per-

cent or less of his average weekly hours
SEC. 8L REGULATION&

The Secretary shall prescribe such regulations as may be necessary
to carry out the provisions of this chapter.
SE 8 t . SUBP•NA POWERL

(a) The Secretary may require by subpena the attendance of wit-
nesses and the production of evidence necessary for him to make a
determination under the provisions of this chapter.
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(b) If pe n refuses to obey a subpenai*ued under subee•on
(a), a United States district court within the jurisdiction of which
the relevant proceeding under this chapter is conducted may, upon
petition by the Secretary, issue an order requiring compliance with
such subpena.
SBC ZX JUDICOLL RYIJW.

(a) A worker, group of workers, certified or recognized union, or
an authorized representative of such worker or group, aggrieved by a
final determination by the Secretary under the provisions of section
2a2 may, within 60 days after notice of such determination, file a
petition for review of such determination with the United States
court of appeals for the circuit in which such worker or group is
located or in the United States Court of Appeals for the District
of Columbia Circuit. The clerk of such court shall send a copy of
such petition to the Secretary. Upon receiving such petition, the Sec-
retary shall promptly certify and file in such court the record on
which he based such determination.

(b) The findings of fact by the Secretary, if supported by sub-
stantial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Secretary to take further evidence,
and the Secretary may thereupon make new or modified findings of
fact and may modify his previous action, and shall certify to the
court the record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substan-
tial evidence.

(c) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the
court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.
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APPENDIX A

AMENDING LEGISLATION

Laws enacted since the 92nd Congress which amend or directly affect
the Social Security Act or the other related Acts included hi this docu-
ment are listed below. For a listing of prior laws amending the Social
Security Act see House Document 98-117, Compilation of the 8ooila
Security Law, p. 675-877.
Private Law

Private Law 93-107, approved December 31, 1974 (88 Stal. 2*386).
Public Laws

Public Law 98-53, approved July 1, 1973, (87 Stat. 1:34).
Public Law 93-458, approved July 0, 1973 (87 Stat. 1-11).
Public Law 98-6, approved July 9, 1973 (87 Stat. 152).
Public Law 93-69, approved July 10, 1978 (87 Stat. 1(62).
Public Law 98-283, approved December 81, 1978 (87 St aL. 947).
Public Law. 93-256, approved March 28, 1974 (88 Stal. 52).
Public Law 93-429, approved June 30, 1974 (88 Stat. 288).
Public Law 9"335, approved July 8,1974 (88 Stat. 291).
Public Law 98-368, approved August 7, 1974 (88 Stit. 4120).
Public Law 93408, approved September 2,1974 (88 Slat. 829). The

Employee Retirement Income Security Act of 1974.
Public Law 93-445, passed over veto October 16, 11974 (88 Stat.

1805).
Public Law 93-480, approved October 26, 1974 (88 Slat. 14 4).
Publid'lTaw 93-484, approved October 26, 1974 (88 Sttat. 1459).
Public Law 93-490, approved October 26. 1974e(88 Stitt. 1459).
Public Law 93-572, approved December 31, 1974 (88 Slat. 1869).

The Emergency Unemployment Compensation Att of 1974.
Public Law 93-818, approved January 3, 1975 (88 Slat. 1978). The

Trade Act of 1974.
Poiblic Law 93--647. approved .hinuary 4, 1975 (88 Stat. 2337). The

Social Services Amendments of 1974.
Public Law 94-12. approve4.March 29, 1975 (89 Stat. 26). The

Tax Reduction Act of 1975.
Public Law 94-44, approved June 28,1975 (89 Stat. 235).
Public Law 94-45, approved June 30, 1975 (89 Slat,. 236). The

Emergency Compensation and Special Unemployment Assistance Ex-
tension Act of 1975.

Public Law 94-46, approved June 30, 1975 (89 Stat. 245).
Public Law 94-48, approved July 1, 1975 (89 Stat. 247).
Public Law 94-88, approved August 9, 1975 (89 Stat. 438).
Public Law 94-92, approved August 9, 1975 (89 Stat. 461).
Public Law 94-98, approved August 9, 1975 (89 Stat. 466).
Public Law 94-120, approved October 21, 1975 (89 Stat. 609).

(717)



p

I -



[Revised November 19751
APPENDIX B

SOCIAL SECURITY TAXES

MAXIMUM AMOUNT OF ANNUAL EARNINGS SUBJECT TO SOCIAL
SECURITY TAX

Mizlmum
taxable

earningsYears

1937-50 .........................................................
1951-54 ---------------------------------------------------------
1955-58 .........................................................
1959-65 ---------------------------------------------------------
1966-67 .........................................................
1968-71 .........................................................
1972 ............................................................1073 ----------------------------- -----... -... --------------.. ......
1974 ........................................................
1 9 7 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . .
1976 ............................................................
1977 ............................................................

$3,000
3, 600
4, 200
4, 800
6, O00
7,800
9, 000

10,800
13, 200
14, 100
15,300

(')

I Amount Is adjusted automatically for Increases in earnings level under section 230 of the Social Security
Act.

PAYROLL TAX RATES FOR EMPLOYERS AND EMPLOYEES (EACII)
(in percent

Old-age and Subt OtIl
survivor DlsabUty HoItal

Years Insurance insurance benefits Insurance Total

1937-49 -------------- 1.0 ----------- 1.0 ---------- 1.0
1950-53.------------- 1.5 ---------- 1.5 ----------- 1.5
1954-56 -------------- 2.0 ----------- 2.0 ---------- 2.0
1957-1958 ------------ 2.0 0.25 2.25 --------.-- 2.25

1959 ---------------- 2.25 .25 2.5 ----------- 2.5
1960-61 -------------- 2.75 .25 3.0 ----------- 3.0
1962 ---------------- 2.875 .25 3.125 ---------- 3.125
1963-65 -------------- 3. 375 .25 3. 625 ---------- 3. 625

1966 ---------------- 3.5 .35 3.85 0.35 4.2
1967 ---------------- 3. 55 .35 3.9 .5 4.4
1968 ---------------- 3. 325 .475 3.8 .6 4.4
1969 ---------------- 3.725 .475 4.2 .6 4.8

1970 ---------------- 3. 65 .55 4.2 .6 4.8
1971-72 -------------- 4.05 .55 4,6 .6 5.2
1973 ----------------- 4.3 .55 4.85 1,0 5.3
1974-77 -------------- 4.375 .575 A4.95 .9 5.85

1978-80 -------------- 4.35 6 4.95. 1.1 0.05
1981-85 -------------- 4.3 .65 4.95 1.35 6.3
1986-2010 ------------ 4.25 .7 4.95 1.5 6.45
2011 and after---.---- 5.1 .85 5.95 1.5 7.45

(719)
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PAYROLL TAX
(Revised November IP)

RATES FOR SELF-EMPLOYED PERSONS
[it perostl

04kl, and Subtotal
TasoI Diubtllty cub sptal

Yer anosbww u beefts 7n*aum Tow)

1951-53.. 2.25 --------- 2. 25 2. 25
1954-56 3. 0 3. 0 -- 0
1957-58 3.- 0 0 375 3.375 3. 375

1959 - - - 3. 375 .375 3. 75 3.75
1960-61 .. 4.125 .375 4.5 4.5
1962 --------------- 4.325 .375 4.7 ----------- 4.7
1963-65 ------------- 5.025 .375 5.4 ----------- 5. 4

1966 --------------- 5.275 .525 5. 8 0.35 6.15
1967 --------------- 5. 375 .525 5. .5 6.4
1968 ---------------- 5. 0875 .7125 5. 8 .6 6.4
1969 ---------------- 5. 5875 .7125 6. 3 .6 6.

1970 --------------- 5. 475 .825 6. 3 .6 6.9
1971-72 ------------- 6.075 .825 6. .6 7.5
1973 ----------------- 6.205 .795 7.0 1.0 8. 0
1974-77 ------------- 6.185 .815 7.0 .9 7.9

1978-80 ------------- 6. 15 .85 7.0 1.1 8. 1
1981-85 ------------- 6. 08 .92 7.0 1.35 8. 35
1986-2010 ----------- 6. 01 .99 7.0 1.5 8. 5
2011 and fter--.-----6. 0 1.0 7.0 1.5 8. 5

0

0

A'


