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PREFACE

This three-volume compilation contains historical documents pertaining to the Social Security
Amendments of 1983. The books contain congressional debate, a chronological compilation
of documents pertinent to the legislative history of the 1983 amendments and listings of
relevant reference materials. Pertinent documents include:

• Committee Reports and Selected Prints
• Differing Versions of Key Bills
• Summaries of Provisions
• Cost Estimates
• The 1983 Act
• Historical Descriptions

The books are prepared by the Office of Legislative and Regulatory Policy, Legislative
Reference Office, and are designed to serve as helpful resource tools for those charged with
interpreting laws administered by the Social Security Administration.

John Trout, Director
Office of Legislative
and Regulatory Policy
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98TH CONGRESS 1 HOUSE OF REPRESENTATIVES
I REPT. 98-25

lstSession j 1 Part 1

SOCIAL SECURITY ACT AMENDMENTS OF 1983

MARCH 4, 1983.—Ordered to be printed

MR. ROSTENKOWSKI, from the Committee on Ways and Means,
submitted the following

REPORT
[To accompany HR. 1900]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means to whom was referred the
bill (H.R. 1900) to assure the solvency of the Social Security Trust
Funds, to reform the medicare reimbursement of hospitals, to
extend the Federal supplemental compensation program, and for
other purposes, having considered the same, report favorably there-
on without amendment and recommend that the bill do pass.

I. PURPOSE AND SCOPE

The Social Security Act Amendments of 1983 include amend-
ments to the social security, medicare, supplemental security
income and unemployment compensation programs. The primary
focus of your Committee's bill is on restoring the financial sound-
ness of the old age and survivors' insurance (OASI) program, which
is facing severe cash shortfalls over the next 7 years. The Congress
took major steps in 1977 to address the financing crisis facing the
social security system at that time, and to reduce the long-term
deficit projected for the next century. However, the performance of
the economy during the period since 1977 has resulted in an even
more severe short-term financing shortfall for the OASI program
than existed in 1977. The reserves of the OASI Trust Fund were
exhausted at the end of 1982, which necessitated borrowing $17.5
billion from the DI and HI funds to assure timely OASI benefit
payments through June 1983. Your Committee's bill resolves that
short-term problem.

In addition, your Committee has been deeply concerned about
the serious decline in public confidence in the social security
system. This lack of confidence is particularly apparent on the part

17—399 0



2

of young workers, many of whom apparently are convinced that be-
cause the system is projected to have a long-term financing deficit,
social security benefits will not be available when they retire after
the turn of the century. The 1977 Social Security Amendments re-
duced the long-term deficit then projected of over 8 percent of tax-
able payroll to 1.4 percent of payroll. This deficit has increased
somewhat since 1977 to 2.09 percent of payroll, primarily because
of changes in actuarial assumptions about long-range fertility
rates, which affect the numbers of both workers contributing to
and beneficiaries receiving benefits from the system, and real wage
growth, which affects income to the system and increases in bene-
fits to be paid out.

In your Committee's view the long-term deficit is a problem
which must be addressed in order to restore public confidence in
the social security system. Therefore, the combination of revenue
increases and benefit modifications contained in the bill both as-
sures the trust funds against short-term cash shortfalls, and elimi-
nates the currently projected long-term deficit.

The bill also provides for changes in several other Social Security
Act programs. In Title IV of the bill your Committee has provided
an increase in supplemental security income payments to compen-
sate for delay of the social security cost-of-living increase from July
1983 to January 1984, as well as other minor improvements in SSI
protection. Title V of the bill extends the Federal Supplemental
Compensation program through September 1983, with some modifi-
cations in the current FSC program, and in addition contains cer-
tain other unemployment compensation amendments. Title VI pro-
vides for the implementation of a prospective payments system for
medicare inpatient hospital services.



II. SUMMARY OF PRINCIPAL PROVISIONS

Consistent with the policy of your Committee and the Congress
to maintain the social security program on a sound financial basis,
your Committee's bill makes provision for assuring both the short-
and long-term financial stability of the program. To accomplish
this purpose, your Committee's bill includes provisions that would
expand coverage to several groups of workers previously excluded
from participation in the program, provide mechanisms to assure
the continued timely payment of social security benefits even
under adverse economic circumstances, increase revenues to the
trust funds, improve benefits for certain surviving, disabled and di-
vorced spouses and make revisions in the benefit computation
methodology for certain groups of beneficiaries.

In addition, your Committee's bill includes provisions relating to
supplementary security income benefits, extension of the Federal
Supplemental Compensation (FSC) program, and the implementa-
tion of a prospective reimbursement system for medicare inpatient
hospital services. A summary of the provisions of your Committee's
bill follows.

TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE
SOCIAL SECURITY SYSTEM

A. COVERAGE

1. FEDERAL EMPLOYEES

Provides for coverage under social security of the following
groups: (1) all Federal employees hired on or after January 1, 1984,
including those with previous periods of Federal service; (2) legisla-
tive branch employees on the same basis, as well as all current em-
ployees of the legislative branch who are not participating in the
Civil Service Retirement System as of December 31, 1983; (3) all
current and future Members of Congress, the President and the
Vice-President effective January 1, 1984; (4) all new employees of
the judicial branch, including judges, on or after January 1, 1984;
(5) all sitting Federal judges, and all executive level and senior ex-
ecutive service political appointees, as of January 1, 1984.

2. EMPLOYEES OF NONPROFIT ORGANIZAITON5

Extends social security coverage on a mandatory basis to all em-
ployees of nonprofit organizations as of January 1, 1984. (A special
insured status requirement would be provided for nonprofit em-
ployees age 55 or older affected by this provision.)

(3)
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3. PROHIBIT TERMINATION BY STATE AND LOCAL GOVERNMENTS

Prohibits State and local governments from terminating coverage
for their employees if the termination has not taken effect by the
date legislation is enacted, and allows State and local governments
which have withdrawn from the social security system to voluntar-
ily rejoin.

B. COMPUTATION OF BENEFITS

1. DELAY COST-OF-LIVING ADJUSTMENT

Delays the June 1983 cost-of-living adjustment until December
(January 1984 check), and provides all subsequent cost-of-living ad-
justments in December (January checks). A cost-of-living adjust-
ment would be provided in the January 1984 payment even if the
increase in the CPI is less than 3 percent.

2. STABILIZER

Provides that beginning with 1988, if the fund ratio of the com-
bined OASDI Trust Funds as of the beginning of a year is less than
20 percent, the automatic cost-of-living adjustment (COLA) of
OASDI benefits would be based on the lower of the CPI increase or
the increase in average wages. A "catch up" benefit payment
would be made in a subsequent year whenever trust fund reserves
reach at least 32 percent.

3. WINDFALL BENEFITS

Modifies the social security benefit formula (substituting 61 per-
cent for the 90 percent in the first bracket of the formula) so as to
reduce social security benefits received by workers who are eligible
for a pension from noncovered work but who have worked long
enough in covered employment to be eligible for social security
benefits. This formula would apply only to those reaching age 60
after 1983.

4. DELAYED RETIREMENT CREDIT

Gradually increases the delayed retirement credit from 3 percent
to 8 percent per year between 1990 and 2008.

C. REVENUE PROVISIONS

1. TAXATION OF SOCIAL SECURITY (OASDI) BENEFITS FOR HIGHER-
INCOME PERSONS

Includes in taxable income, beginning in 1984, a portion of social
security benefits and Tier One benefits payable under the Railroad
Retirement Act for taxpayers whose adjusted gross income com-
bined with 50 percent of their benefits exceeds a base amount. The
base amount would be $25,000 for an individual, $32,000 for a mar-
ried couple filing a joint return and zero for married persons filing
separate returns. The amount of benefits that could be included in
taxable income would be the lesser of one-half of benefits or one-
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half of the excess of the taxpayers' combined income (adjusted
gross income plus one-half of benefits) over the base amount.

The proceeds from the taxation of benefits, as estimated by the
Treasury Department, would be transferred to the appropriate
trust funds.

2. FICA TAX RATES (OASDI)

Advances the payroll tax increase scheduled for 1985 to 1984 and
part of the increase scheduled for 1990 to 1988, as indicated below.
(Conforming changes would be made in the Tier One Railroad Re-
tirement Tax rates.)

EMPLOYER-EMPOYEE OASDI TAX RATE (each)

Current law Proposed

1984 5.40 5.70

1985 5.70

5.70

5.70

5.701986

1987 5.70

5.70

5.70

6.061988

1989 5.70

6.20

6.06

6.201990

3. TAX CREDIT FOR 1984 FICA TAXES

Provides for a one time credit of 0.3 percent of wages to be al-
lowed against 1984 employee FICA and Tier One Railroad Retire-
ment taxes. Appropriations to the trust funds would be based on a
5.7 percent rate. Conforming changes would be made in Tier One
Railroad Retirement Tax rates.

4. TAX ON SELF-EMPLOYMENT INCOME

Beginning in 1984, the OASDHI rates for self-employed persons
would be equal to the combined employer-employee OASDHI rate.
In addition, self-employed persons would be allowed a SECA tax
credit of 2.1 percent of net self-employment income in 1984, 1.8 per-
cent from 1985 through 1987 and 1.9 percent thereafter.

D. BENEFITS FOR CERTAIN SURVIVING, DIVORCED AND DISABLED
SPOUSES

Includes provisions to continue benefits for a surviving divorced
or disabled spouse who remarries, to increase benefits for disabled
widows and widowers and for widows whose husbands died several
years before the widow is eligible for benefits, and to allow di-
vorced spouses to draw spouses' benefits at age 62 whether or not
the former spouse has retired.
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E. MECHANISMS To ASSURE CONTINUED BENEFIT PAYMENTS IN
ADVERSE CONDITIONS

1. INTERFUND BORROWING

Authorizes interfund borrowing between the OASI, DI and HI
trust funds for calendar years 1983—1987, with provision for repay.
ment of the principal and interest of all such loans (including
amounts borrowed in 1982) at the earliest feasible time but not
later than the end of calendar year 1989.

2. FIXED MONTHLY TAX TRANSFERS

Provides for an acceleration of the tax transfer mechanism under
which the Treasury would credit to the OASDHI Trust Funds, at
the beginning of each month, the amount of payroll tax revenues
that is estimated to be received during the month. These amounts
would be invested by the trust funds as all other assets are invest-
ed, and the trust fund would pay interest to the general fund on
these amounts.

3. MANAGING TRUSTEE REPORT TO THE CONGRESS CONCERNING TRUST
FUND SHORTFALLS

Requires the Board of Trustees to report immediately to Con-
gress whenever the amount in any trust fund is unduly small and
to recommend in that report a specific legislative plan to remedy
the shortfall. Any plan must be enacted by Congress before taking
effect.

F. REIMBURSEMENT TO TRUST FUNDS FOR MILITARY WAGE CREDITS
AND UNCASHED OASDI CHECKS

Provides for a lump-sum payment to the OASDI Trust Funds
from the General Fund of the Treasury for: (i) The present value of
the estimated additional benefits arising from the gratuitous mili-
tary service wage credits for service before 1957; (ii) the amount of
the combined employer-employee OASDHI taxes on the gratuitous
military service wage credits for service after 1956 and before 1983;
and (iii) the amount of all uncashed benefit checks which have
been issued in the past.

TITLE II. ADDITIONAL PROVISIONS RELATING TO LONG-
TERM FINANCING OF THE SOCIAL SECURITY SYSTEM

Reduces initial benefit levels by 5 percent by decreasing the per-
centage factors in• the benefit formula by two-thirds of 1 percent
each year for 8 years beginning in the year 2000. Increases the
OASDI tax rate by 0.24 percentage points for employers and em-
ployees each in the year 2015.

TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS

Your Committee's bill also includes several miscellaneous and
technical provisions relating to cash management, elimination of
gender-based distinctions under the social security program, cover-
age, and other matters. Among these provisions are the following:
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1. TRUST FUND INVESTMENT PROCEDURES

Several changes would be made in the investment procedures of
the social security trust funds. Most importantly, a new short-term
rate would be added so that the trust funds would be invested at
short or long-term rates in order to maximize return to the funds.

2. SOCIAL SECURITY AS A SEPARATE FUNCTION IN THE UNIFIED
BUDGET

Requires the OASI, DI, HI and SMI trust fund operations to be
displayed as a Separate function within the budget. Beginning with
fiscal year 1988, these Trust Fund operations except SMI would be
removed from the unified budget.

3. SSA AS INDEPENDENT AGENCY

Authorizes a feasibility and implementation study with respect
to establishing SSA as an independent agency.

4. PUBLIC PENSION OFFSET

Beginning in July 1983, the amount of a social security beneficia-
ry's public pension offset would be one-third of the public pensioi.

5. ELECTIVE COMPENSATION

Provides that employer contributions to the following elective
compensation arrangements will be includible in the FICA wage
base: cash or deferred compensation (section 401(k) of the Internal
Revenue Code), cafeteria plans (section 125) and tax-sheltered an-
nuities (section 403(b)).

6. FICA WAGE BASE

Provides that the definition of wages subject to the FICA tax
would be interpreted solely with reference to the FICA statute, not
with reference to income taxes or income tax withholding. An ex-
plicit exclusion from FICA tax would be provided for meals and
lodging excluded from income tax under section 119 of the Internal
Revenue Code.

7. SIMPLIFIED EMPLOYEE PENSIONS

Provides that employer contributions to a simplified employee
pension (SEP) would be exempt from FICA, but employee contribu-
tions would be suject to FICA. Conforming changes would be
made in the Social Security Act definition of covered wages.

TITLE IV. SUPPLEMENTAL SECURITY INCOME BENEFITS

1. SSI BENEFIT INCREASE AND PASS-THROUGH REQUIREMENTS

The Federal SSI benefit payment is increased by $20 per month
for individuals and $30 per month for couples, effective July 1,
1983. The next Federal SSI cost-of-living adjustment would be de-
layed from July 1983 until January 1984, and the current linkage
between the OASDI and the SSI COLA would be maintained.
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2. DISREGARD OF EMERGENCY AND OTHER IN-KIND ASSISTANCE

Until September 30, 1983, emergency and other in-kind assist-
ance provided by a private non-profit organization to an aged, blind
or disabled individual, or to a family with dependent children,
would be disregarded under the SSI and AFDC programs, if the
State determines that such assistance was provided on the basis of
need.

3. PAYMENT OF SSI TO TEMPORARY RESIDENTS OF PUBLIC EMERGENCY
SHELTEftS

Aged, blind or disabled individuals who are temporary residents
of public emergency shelters could receive SSI payments for a
period of up to three months during any 12-month period.

TITLE V. UNEMPLOYMENT COMPENSATION PROVISION

1. EXTENSION OF FEDERAL SUPPLEMENTAL COMPENSATION (FSC)
PROGRAM

Extends the FSC program for six months, from April 1, 1983
through September 30, 1983; and provides additional weeks of bene-
fits for individuals who have exhausted basic FSC entitlement.

2. Option for Voluntary Health Insurance Program

Provides States the option of deducting an amount from the un-
employment compensation benefits otherwise payable to an indi-
vidual and using the amount deducted to pay for health insurance,
if the individual elects to have such a deduction made from his
benefits.

3. TREATMENT OF CERTAIN ORGANIZATIONS THAT WERE
RETROACTIVELY GRANTED 501(cX3) STATUS

Allows a nonprofit organization that elects to switch from the
contribution to the reimbursement method of financing unemploy-
ment benefits to apply any accumulated balance in its State unem-
ployment account to costs incurred after it switches to the reim-
bursement method, under certain conditions.

TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE
INPATIENT HOSPITAL SERVICES

Payment for inpatient hospital services under the medicare pro-
gram would be made on the basis of prospectively determined
rates. The new prospective payment system would reimburse hospi-
tals on a per-case basis. A single payment amount would be paid
for each type of case, identified by the diagnosis-related group
(DRG) into which each case is classified.

Separate payment rates would apply to urban and rural areas in
each of the nine census divisions of the country (the 50 States and
the District of Columbia). The regional adjustment would no longer
apply (i.e., sunsetted) beginning with payments after the fourth
year of the program. The DRG rates would be adjusted for regional
differences in hospital wage levels so that hospitals in high wage
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areas would receive somewhat larger payments than hospitals in
lower wage areas. The Secretary would be required to provide addi-
tional payment amounts in cases of exceptionally lengthy stays in
hospitals and, as determined by the Secretary, for other extra-ordi-
nary costly cases.

Implementation of the system would be phased-in over a 3-year
period, starting with each hospital's first accounting year begin-
ning on or after October 1, 1983.

Among the more significant features of the new system are the
following:

1. Excludes capital-related costs and direct and indirect expenses
associated with medical education activities from payment determi-
nations under the prospective payment system. Medical education
expenses, such as the salaries of interns and residents under ap-
proved education programs, would continue to be paid on the basis
of reasonable cost. In addition, with respect to indirect medical
education expenses, and adjustment would be provided equal to
twice the amount of the teaching adjustment in the "section 223"
limits of present law.

2. Exempts psychiatric, long-term care, children's and rehabilita-
tion hospitals from the prospective payment system. Hospitals with
rehabilitation units or psychiatric care units could apply to the
Secretary for exemption from the prospective payment system for
care rendered in those units. The Secretary would be authorized to
provide for exceptions and adjustments to take into account the
special needs of sole community providers. Also, the Secretary
would be required to provide, by regulation, for such exceptions
and adjustments as he or she deems appropriate, including those
with respect to public hospitals, teaching hospitals, and hospitals
that are extensively involved in cancer treatment and research. In
addition, the Secretary would be required to provide exceptions and
adjustments for hospitals that serve a disproportionately large
number of low-income persons and medicare beneficiaries.

3. Provides for the same administrative and judicial review pro-
cedures under the new prospective payment system as those availa-
ble to hospitals under present law, except that neither administra-
tive nor judicial review of (1) the adequacy of the amount of pros-
pective payments and (2) the establishment of the diagnosis related
classifications would be permitted.

4. Requires the Secretary to establish an admissions and dis-
charges monitoring system utilizing the Health Care Financing Ad-ministration, medicare intermediaries, professional standards
review organizations/professional review organizations or such
other medical review authority, to review admission practices and
quality of care. In addition, hospitals would, effective October 1,
1984, be required to contract with a professional review organiza-
tion, or any other review organization authorized to conduct review
for the medicare program in an area, for review of admissions, dis-
charges, and quality of care as a condition of receiving medicare
payments.

5. Authorizes the Secretary to make medicare payments accord-ing to a State's hospital cost control system, if the State so re-
quests, if the system: (1) applies to substantially all non-Federal
acute care hospitals; (2) applies to at least 75 percent of hospital
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revenues in the State; (3) treats payors, employees, and patients
equitably; (4) will not result in greater medicare expenditures over
a three-year period than would otherwise have been made; and (5)
will not preclude HMOs or CMPs from negotiating directly with
hospitals with respect to payment for inpatient hospital services.

6. Requires the Secretary to analyze the impact of the prospec
tive payment plan in operation on individual hospitals, classes of
hospitals, and third-party payors, and to report to Congress in each
of four years. In addition, GAO would be required to review the
adequacy of the Secretary's analysis.

7. In the first year of the program, fiscal year 1984, requires the
Secretary to begin to collect data to calculate physician charges for
each DRG. The Secretary would be required to report to the Con-
gress by December 31, 1984, on the advisability and feasibility of
making physician payments under a prospective payment system.



III. GENERAL EXPLANATION

Introduction
The social security system, both the old-age retirement and survi-

vors and disability cash benefit programs (OASDI) and the Medi-
care program (HI), is facing under current law a major cash short-
fall over the next decade. Under P.L. 97-123, the OASI Fund was
allowed to borrow only sufficient funds from the DI and HI Funds
to pay benefits through June, 1983. If nothing more were done
than to extend interfund borrowing authority, the three combined
funds (OASDHI) would be unable to pay benefits on time beginning
in the spring of 1984. The critical financing shortfall lasts through
about 1990, and the total short-term needs of the system have been
estimated at $150 to $200 billion by the National Commission on
Social Security Reform.

Over the long-run, under intermediate economic and demograph-
ic assumptions, the OASDI system faces a deficit that is projected
to develop in 2015 after a period of surpluses in the 1990's. This
deficit peaks in 2035 at 4.61 percent of taxable payroll, and aver-
ages 2.09 percent over the entire 75-year projection period.

The Medicare system has adequate resources for the immediate
future, but will develop a much deeper deficit toward the end of
this decade. The HI Trust Fund will be unable to meet its obliga-
tions sometime in 1989 under intermediate assumptions, and its
deficits are increasingly severe over the remainder of the 25-year
forecasting period. The HI deficit averaged over the 1982—20 10
period is 1.48 percent of payroll, which means that about 34 per-
cent of its obligations are unfunded under current law; this could
be compared with OASDI's .66 percent of payroll surplus over the
same period. The long-run financing problem for the Medicare pro-
gram is primarily to the increasing costs of hospital and medical
care.

The short-term financing crisis for the OASI program is the
result of two factors: (1) five years of recurring cycles of high infla-
tion coupled with low productivity and high unemployment; and (2)
insufficient reserve levels provided by the tax increases and benefit
reforms enacted in 1977 (which did not take full effect until 1981
and later).

Beginning in 1972, when OASDI benefit increases were made
automatic based on increases in inflation, projections of trust fund
experience had to be based on dynamic economic assumptions, that
is, on assumptions about future increases in inflation and wage
levels, in order to more accurately reflect the future rise in benefit
levels and the wage base that would occur automatically. Retaining
the old system of static economic assumptions would probably have
resulted in underestimating program costs and revenues. However,
use of dynamic assumptions in conjunction with a fully indexed

(11)
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benefit structure means that projections of program experience are
much more difficult to make accurately. The benefit levels and
trust fund income, as well as every set of economic assumptions,
are highly sensitive to changing economic conditions particularly
near-term fluctuations, so that no set of projections can be abso-
lutely certain.

Compounding this difficulty in predicting economic patterns was
an unintended effect of the way automatic benefit increases were
applied to existing and new benefits, which caused benefits to in-
crease much more rapidly, in comparison to pre-retirement earn-
ings, than had been anticipated. Thus, from 1972 on, at the same
time as the economy was performing more poorly than had been
predicted, it was realized that benefits would rise with the auto-
matic provisions more rapidly than anticipated.

Beginning with its report of 1973, the Social Security Board of
Trustees repeatedly forecast an adverse financial situation for the
program both in near-term (late 1970's and early 198e's) and the
long-run i.e., until the middle of the next century. The short-term
forecast of the 1977 Trustees' Report showed DI fund reserves fall-
ing to zero in late 1978, and OASI reserves being used up by 1983.
The same report showed a long-term deficit for OASDI (over the 75-
year period) of 8.2 percent of taxable payroll, which represented an
average shortfall in revenues of more than 40 percent of the costs
of the program.

As a result of these projections, the Congress enacted the 1977
Amendments, which improved forecasts of the financial condition
of the program significantly. At the time of enactment, the OASDI
program was projected to be in a surplus position through the next
25-year period. The improved short-run outlook was brought about
by legislated changes to increase short-term revenues and to reduce
benefits.

While the 1977 amendments included major future tax increases
and a 25 percent reduction in future benefits, the full effect of
these changes was delayed until 1981 and later. At the time the
amendments were enacted, it was known that the safety margin
provided in the early years would not be very great, but the system
at that point had reserves of $40 billion, which were thought to be
sufficient to assure benefit payments until the additional revenues
from the major tax increases could be realized. It should also be
noted that the 1977 Amendments reduced the long-term deficit
from 8.2 percent to 1.4 percent of payroll, but did not attempt to
eliminate the long-term deficit.

Economic conditions since 1977 have again proved to be substan-
tially. worse than previously predicted, as indicated in the table
below; each percentage point in the CPI increases trust fund costs
by about $1.5 billion, so that the 1980 increase alone cost about $13
billion more than predicted. As a result, benefit increases raised
trust fund outlays beyond expectations at precisely the time real
wages were declining and unemployment was increasing, so that
revenues have not kept pace with outlays. The OASI porgram has
had to use reserves to make up for shorfalls in yearly income every
year since 1977. Consequently, OASI reserves were significantly re-
duced and interfund borrowing authority was authorized by Con-
gress in December 1981, to allow the OASI fund to borrow from DI
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and HI fund reserves in late 1982 to assure benefit payments
through July, 1983.

COMPARISON OF KEY ECONOMIC INDICATORS, 1977 FORECAST AND ACTUAL EXPERIENCE

Ca'endar year
•

CM increa
.

Estimate

se

Actual

Real wag

Estimate

es

Actual

Unemp'oyment
.

Estimate Actual

1977 6.0 6.5 2.4 1.6 7.1 7.0

1978 5.4 7.6 2.7 0.6 6.3 6.0
1979

1980

5.3

4.7

11.5

13.5

2.5

2.4

—2.7

—4.9

5.7

5.2

5.8

7.1

1981 4.1

4.0

10.3

6.0

2.3

2.0

—1.6

—0.4
5.0

5.0

7.6

9.71982

Titles I, II, and III of your Committee's bill are therefore intend-
ed to restore the financial soundness of the old age and survivors'
and disability insurance trust funds, both in the short-term and
over the entire seventy-five year forecasting period. In order to ac-
complish this goal your Committee has approved a number of re-
forms, including major extensions of social security coverage,
changes in the types of income subject to social security and
income taxes, acceleration of payments into the trust funds from
general revenues, reductions in benefit levels, and increases in
OASDI tax rates (both the employer-employee rate and the self-em-
ployment rate). The combination of these measures will increase
revenues, and reduce benefit outlays over the short-term for a total
of $165.3 billion. Over the long-run, these reforms will eliminate
the currently projected long-term deficit of 2.09 percent of payroll.
In addition, the bill provides a stabilizing mechanism that will
reduce the sensitivity of the system's financing to economic fluctu-
ations.

A. Provisions Affecting the Financing of the Social Security
System (Title I)

1. GENERAL DISCUSSION

A. COVERAGE

Section 101. Newly hired and certain current Federal employees
The social security system under present law covers over ninety

percent of jobs in paid employment, over 115 million workers. The
ten percent of workers no now covered by social security includes
most Federal civilian workers (2.4 out of 2.7 million), about 30 per-
cent of State and local employees (approximately 3 million), and
10—15 percent of employees of nonprofit organizations (up to 1 mil-
lion).

The Social Security Act of 1935 excluded from coverage all civil-
ian employment for the Federal government or for an instrumen-
tality of the United States. At that time, the Federal Civil Service
Retirement (CSR) system, which covered most Federal civilian em-
ployment, had been in existence for 15 years and there seemed to
be no need for Federal employees to be covered under two retire-
ment systems.
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The Social Security Amendments of 1950, as part of a major ex-
pansion of the social security program, covered civilian employees
of the Federal Government who were not covered under any Feder-
al retirement system. (These employees were short-term Federal
employees who were considered likely to shift between Federal and
private employment.) The 1950 amendments specifically excluded
from coverage services performed for the Federal Government by
the President, the Vice President, Members of Congress, legislative
employees of the Congress, inmates of Federal penal institutions,
certain student employees of Federal hospitals, and temporary,
emergency employees.

Your Committee has been concerned about this issue for many
years because the exclusion of most civilian employees of the Fed-
eral Government from social security coverage has resulted in two
major problems, related mainly to the large number of workers
who shift between Federal employment and work covered under
social security. The first problem is that there are gaps in protec-
tion of workers who have worked both under the CSR system and
social security; some employees only qualify for benefits under one
system so that their benefits are not based on their lifetime earn-
ings and contributions to both systems, while other employees fail
to get benefits under either system. The second problem is that
many employees who have worked under both systems are able to
qualify for social security benefits by working for relatively short
periods in jobs covered under social security, and to also qualify for
substantial CSR benefits.

A succession of studies, advisory councils and commissions have
recommended repeatedly that social security coverage be extended
to Federal workers. The most recent example of such advice is the
National Commission on Social Security Reform, which recom-
mended that newly hired Federal employees be brought into the
system.

Your Committee's bill provides for coverage under social security
of the following groups: (1) all Federal employees hired on or after
January 1, 1984, including those with previous periods of Federal
service if the break in Federal service lasted at least 365 days; (2)
legislative branch employees on the same basis, as well as all cur-
rent employees of the legislative branch who are not participating
in the Civil Service Retirement System as of December 31, 1983; (3)
all Members of Congress, the President and the Vice-President ef-
fective January 1, 1984; (4) all sitting Federal judges, and all execu-
tive level and senior executive service political appointees, as of
January 1, 1984.

This provision of your Committee's bill does not, and is not in-
tended to, affect in any way the existing civil service retirement
provisions or the applicability of such provisions to the newly cov-
ered employees and Members of Congress. Federal employees af-
fected by the provision, including Members of Congress, who choose
to participate in the civil service retirement program will continue
to contribute the full amount to the Civil Service Retirement Fund
as required by existing provisions of law, until those provisions are
modified by the Congress.

The members of your Committee are firmly committed to the
proposition that Federal employees are entitled to comprehensive
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retirement protection and that a supplemental pension plan should
be enacted for Federal employees which would provide such protec-
tion. Development of such a plan is the responsibility of the Com-
mittee on Post Office and Civil Service, whose Chairman has ex-
pressed a similar commitment to developing a supplemental plan.

Your Committee is convinced that extension of coverage to new
Federal workers will result in improving protection and retirement
benefits for the vast majority of these employees, for several rea-
sons:

(1) Social security provides family and survivor benefits with no
reduction in the benefit of the worker.

(2) Disability protection under social security requires recent cov-
ered employment, so that workers leaving Federal service are with-
out disability protection for several years.

(3) Over half of all workers who enter Federal employment will
eventually leave Federal service with no eligibility for CSRS bene-
fits; if they take their contributions with them, they receive no in-
terest on contributions after the first 5 years, or employer-share
contributions. Thus, their eventual social security benefits may be
lower then if their Federal employment had been covered, and they
will not have received any benefits at all from their contributions
to CSRS.

(4) Federal employees who are low-paid would receive the advan-
tage of the social security weighted benefits formula. The CSR
benefit formula gives a greater advantage to higher-paid long-
career workers.

Section 102. Mandatory coverage of employees of nonprofit organiza-
tions

Under current law, work performed for a nonprofit religious,
charitable, educational or other tax-exempt organization of the
type described in section 501(cX3) of the Internal Revenue Code is
covered under social security if the organization files a certificate
(or is presumed to have filed one under the "presumptive waiver"
interpretation) with the Internal Revenue Service waiving its ex-
emption from social security taxation. Work performed for other
nonprofit organizations is covered compulsorily. It is estimated that
about 80 to 90 percent of the roughly 5.3 million employees of 501
(cX3) nonprofit organizations are covered under social security; over
80 percent of employees in nonprofit organizations are involved in
health or education-related activities.

Nonprofit organizations may terminate coverage for their em-
ployees upon givi:ig 2 years' advance notice to the Secretary of
Treasury, but the nctice may not be given until the coverage has
been in effect for at least 8 years. Also, the Secretary may termi-
nate coverage if the organization is no longer able to meet the re-
quirements of section 501(cX3) of the Code (in which case the em-
ployees are covered mandatorily), or if it is unable to pay the re-
quired social security contributions. As is the case for State and
local governments, once coverage has been terminated for a non-
Drofit employer, the employer cannot again provide social security
coverage for his employees. Also, nonprofit employers are under no
legal constraint to notify employees that notice of termination has
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been filed with the Treasury Department, or to hold a referendum
on the matter.

Coverage was extended on an optional basis to employees of
State and local governments and of tax-exempt nonprofit groups
beginning in 1950 for several reasons: (1) Congress had covered
those most in need of social security first, primarily industrial
workers, and since State and local government employees in many
cases had retirement systems already, they had relatively low pri-
ority; (2) most nonprofit groups were covered mandatorily, but reli-
gious and philanthropic groups opposed mandatory coverage origi-
nally because of fears of Federal influence over religious activities;
(3) by 1950, these groups wanted social security coverage but only if
it did not threaten already existing retirement systems and, in the
case of nonprofit groups, separation of church and State.

To avoid these constitutional issues, and the issues with religious
groups that would have been raised by mandatory coverage, Con-
gress covered these groups on an optional basis.

Your Committee has been deeply concerned about the growing
trend toward termination of cover,age for nonprofit employees. The
number of organizations filing to terminate coverage for their em-
ployees has dramatically increased over the last three years.
Through December 1984, termination notices are pending for 977
nonprofit organizations, including 424 hospitals employing 322,600
employees.

The major reasons for the recent acceleration in terminations
are first, the desire of some nonprofit employers (primarily non-
profit hospitals) to look to withdrawal from social security as a way
to reduce operating costs, and second, the general perception on
the part of younger workers that the social security system will not
be able to pay benefits when they reach retirement and that they
would thus be better off withdrawing from the system and provid-
ing for their own retirement needs. However, the lack of social se-
curity coverage for these workers means they must forfeit the ad-
vantages of a nearly universal social insurance system. The major
consequences for workers include: the loss of specific features of
social security that are difficult to replace; the creation of gaps in
the worker's earnings record; and the possible loss of some or all
pension protection because of the limited portability and varying
vesting requirements of private plans.

Social security cannot be replaced for these workers through a
private insurance plan or investments. Individual planning can
only protect the worker against those risks he chooses to protect
himself against. An individual deciding on specific insurance cover-
age will know whether he has chosen correctly, only when it is too
late to do anything about it. In contrast, the social insurance
system provides benefits in the event of a very broad variety of cir-
cumstances which may not be predicted in advance, i.e., early
death or disability, or divorce, which is particularly important in
the case of women employees. Social security also provides family
protection which young workers may not anticipate needing but
which may become valuable if, for example, both members of a
married couple do not or cannot work steadily throughout
their careers.
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Moreover, private pension plan coverage is generally not porta-
ble. Because private pensions are funded independently by the spe-
cific employer involved (Or group of employers in the case of multi-
employer plans), rights accrued under one plan cannot generally be
transferred, or built upon through work for another employer.
Many plans do provide permanent rights to a pension of some sort
at retirement if the worker stays with the employer long enough to
accrue vested rights. However, deferred compensation plans of this
sort cannot compensate for inflation over the worker's whole work-
ing career. The amount of any deferred pension an employee re-
tains after leaving a job is usually frozen despite subsequent infla-
tion that would have been recognized by increasing the pension
earned for those years if the employee had stayed in the job.

Workers can easily move from one noncovered job to another
throughout a substantial working career and never acquire any
basic pension protection, or social security coverage. The problem
of portability is particularly acute for low and average wage work-
ers who have little or no margin of income for savings that might
compensate for the lack of private pension coverage, and for
women who already may have substantial periods of noncovered
earnings because of childcare responsibilities.

In order to resolve these problems and guarantee social security
protection for all nonprofit employees, your Committee's bill ex-
tends social security coverage on a mandatory basis to all employ-
ees of nonprofit organizations as of January 1, 1984. This coverage
will extend both to employees of organizations that have terminat-
ed coverage as well as to those which have never been covered. Ter-
mination notices now pending would be invalid. In addition, the
bill provides a special provision for older nonprofit employees: non-
profit employees age 55 or older affected by this provision would be
deemed to be fully insured for social security benefits after acquir-
ing a given number of quarters of coverage, according to a sliding
scale set in the law (e.g., 20 quarters would be required for persons
age 55 and 56, ranging down to 6 quarters for those age 60 and
over).

Section 108. Duration of agreements for coverage of State and local
employees

Social security coverage for employees of the States and their po-
litical subdivisions is available only through agreements between
the Secretary of Health and Human Services and the States. Under
the agreements, each State decides which groups of employees (e.g.,
a specific county, city, teachers, etc.) will be covered, subject to pro-
visions in the Federal law (affecting relatively few people) which
mandate referendums of affected members of existing retirement
systems in order to approve extension of coverage to their group.
Under these provisions, about 70 percent—some 9.4 million out of
the approximately 13.2 million State and local employees—are cov-
ered under social security. The major exceptions are the employees
of the State of Alaska, the only State to withdraw from the system,
and of Maine, Massachusetts, Nevada, and Ohio, which never chose
to participate in the system.

The social security law permits termination of coverage for em-
ployees of State and local governments. The action to terminate
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coverage must be taken by the State, rather than by the employees
of the State or local governments involved, and the termination ap-
plies to the whole group of employees covered under a specific
agreement. The State must give 2 years' advance notice to the Sec-
retary of its desire to terminate social security coverage of the em-
ployees of a political subdivision, and such notice cannot be given
until after the coverage has been in effect for at least 5 years. The
law also provides that once coverage has been terminated for a
group of employees it can never again be provided for that group.
There is no requirement in the law that the employees involved be
notified when a notice of termination is filed, or when coverage has
actually been terminated. In addition, the Secretary may terminate
an agreement if, after a hearing, he finds that a State either had
"failed or is no longer legally able to comply with any provision" of
the agreement.

Your Committee has been deeply concerned about the growing
trend toward termination of coverage by State and local govern-
ments. During the first two decades after voluntary participation
was allowed in 1950, coverage of State and local groups expanded
dramatically, and very few took the opportunity to withdraw. By
the early 1960's most States had made coverage agreements and
the percentage of State and local employees covered under social
security reached 70 percent.

Until the mid-1970's, the number of employees leaving the
system was always greatly exceeded by the number of newly-cov-
ered employees—in most years, by 50,000 or more. Moreover, many
terminations were caused by consolidation of local jurisdictions,
rather than by withdrawal from the social security system.

However, 1976 was the last year that newly-covered positions ex-
ceeded the number of terminated positions and in six years since
then, numbers of positions being terminated from coverage have
exceeded the numbers of newly-covered positions. This reversal is
due at least in part to the fact that coverage had finally been ex-
tended by the mid-1970's to those employees most in need of cover-
age, which was of course the original notion underlying voluntary
participation. Coverage of State and local employees has remained
fairly constant at 70—72 percent for over 10 years.

The number of governments filing termination notices did in-
crease in conjunction with widespread concern about the financial
conditions of social security that preceded the 1977 Amendments.
While this rate of filing slowed down after the 1977 amendments,
considerable acceleration in filing for terminations for State and
local governments has occurred since 1980, again in conjunction
with widespread concern about the financial viability of the trust
funds, and about the economy in general.

During the five-year period from 1977 through 1981, when termi-
nation activity was greater than in the previous ten years, cover-
age was terminated for 96,000 State and local government employ-
ees; as of December, 1982 coverage had been terminated for 595
State entities employing 190,000 workers. In contrast, for the two-
year period of 1983—84, terminations are pending for 634 State and
local entities employing 227,000 workers.

Your Committee strongly feels that the ability to terminate cov-
erage for State and local government employees is inequitable both
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for the employees who lose coverage and for the vast majority of
the nation's workforce who continue to pay into the system. The
provision of voluntary coverage for some groups of workers directly
affects the function of social security as the Nation's basic social
insurance system. The voluntary coverage provision can be seen as
an anomaly in the context of a basically mandatory system, the
result of congressional desire to extend coverage as quickly and
with as little difficulty as possible to those employees who needed
it most.

As long as the elements of voluntarism had only a marginal
effect on the operation of the system, the provision for optional cov-
erage was seen as a benign opportunity for employees to obtain
coverage when they otherwise would have been excluded. Serious
questions have been raised about voluntary coverage only when
employers have started to file for withdrawal in significant num-
bers and for reasons that appear to have more to do with reducing
operating costs than providing basic, adequate protection for all
employees.

Under current law, the terms of participation in social security
are not determined by the employees according to the kind of bene-
fit protection they want, but by the employer according to the kind
of fringe benefits he wishes to provide to specific employees. The
employer may view the worker who leaves after a relatively short
time as a marginal employee for whom he has little interest in pro-
viding attractive pension benefits. Consistent with this view, most
State government retirement systems are designed to best serve
long-term employees. Yet from the point of view of social policy,
the employee who moves from job to job needs basic social insur-
ance protection as much as a worker who stays at one job his
entire career. The interests of the employer who wishes to retain
career employees with a good benefit package may not be consist-
ent with overall social policy, or with the interests of all his em-
ployees, both present and future.

A second area of general concern is the resentment created by
voluntary withdrawals from the system among workers covered on
a mandatory basis. In particular, the shifting of the tax burden Of
social security from those workers who withdraw, but who remain
entitled to future benefits based on their past earnings, to workers
who remain in the system is seen as inequitable. It also appears
inconsistent that society views social insurance as such a basic pro-
gram that participation is mandatory for most, like the rest of the
tax system, yet for some workers participation is optional. Regard-
less of their opinion about the objective merits of social security
coverage, those who must pay the taxes will inevitably view option-
al participation as unfair.

Your Committee's bill, therefore, prohibits State and local goven-
ments from terminating coverage for their employees if the termi-
nation has not taken effect by the date legislation is enacted. Since
those termination notices do not take effect until the end of the
calendar year, notices now pending would be invalid under this
provision. The bill also allows State and local governments which
have withdrawn from the social security system to voluntarily
rejoin. Once having rejoined, the governmental entity would be
precluded from terminating coverage.
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B. COMPUTATION OF BENEFIT AMOUNTS

Section 111. Shift of cost-of-living adjustments to calendar year
basis

Since 1975 social security recipients have received a cost-of-living
adjustment annually in June (July check). Under current law these
adjustments are provided automatically to reflect increases in the
consumer price index. The increases are measured from the first
quarter of the current year over the first quarter of the previous
year in which an increase occurred. No increase is provided in any
year in which this computation is less than three percent.

Your Committee concluded, as did the National Commission on
Social Security Reform that any fair and balanced approach to
eliminating the current deficit in the social security program must
involve an equitable distribution of the overall cost among all seg-
ments of the community, including current beneficiaries. Thus,
your Committee's bill would delay the 1983 cost-of-living adjust-
ment for six months, until Decmeber 1983 (January 1984 check).
The cost-of-living adjustment provided at that time would be based
on the same computation that would have been used for the June
1983 increase (first quarter of 1983. over first quarter of 1982).
Thereafter all automatic cost-of-living increases would be provided
in December (Janaury checks) and the computation would be based
on the third quarter of that year over the third quarter of the pre-
vious year in which a benefit increase was provided.

Your Committee notes that since COLA increases are cumula-
tive, even this one-time delay will result in some permanent reduc-
tion of benefits for affected beneficiaries. This will provide a long-
range savings to the OASDI system.

Your Committee has taken note of the fact that the rate of infla-
tion has been declining. It is conceivable, therefore, (although not
probable) that the CPI could drop below 3 percent for the computa-
tion for the 1983 benefit increase. Since the cost-of-living is already
being delayed six months in this year, your Committee is con-
cerned that precaution be taken to ensure that a COLA will be
paid in December. Therefore, for 1983 only, your Committee's bill
provides for a waiver of the three percent limitation. For 1983
beneficiaries will receive a cost-of-living adjustment even if it is
below three percent. In the future, the three percent limitation
would continue to be applied.
Section 112. Cost-of-living increase to be based on either wages or

prices (whichever is lower) when balance in OASDI trust funds
falls below specified level

Social security benefits are adjusted automatically every year re-
flect increases in the Consumer Price Index. Such adjustments are
made without regard to the status of the trust fund reserves.

Income to the social security system depends on the level of
wages on which social security contributions are made. When in-
creases in prices outrun increases in wages, income to the trust
funds falls behind increases in benefit payments, and cash flow
problems may result, depending on whether accumulated fund re-
serves are sufficient to make up the gap between income and out-
lays.
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There is no mechanism under current law to adjust trust fund
outlays and revenues to take account of economic fluctuations.
Most of the current short-term financing problem is the result of
the recent sustained period of high inflation coupled with low pro-
ductivity that has caused benefit increases to outstrip revenue in-
creases.

To correct this problem, your Committee bill provides that when-
ever OASDI Trust Fund reserves drop below 20 percent at the be-
ginning of any year after 1987 (except that for 1988 the reserves
would be calculated at the end of the year), then the cost-of-living
increase for that year would be based on the increase in the CPI or
in average wages, whichever is lower. When the trust fund reserves
reached 32 percent, a catch-up would be provided to those benefici-
aries who had earlier suffered a reduction in their benefits. During
any period where the reserves were between 20 and 32 percent,
cost-of-living increases would be provided under the normal calcu-
lation.

This provision would protect against a severe and rapid drop in
trust fund reserves in times such as those recently experienced
where for several years inflation outpaced wage growth. Your Com-
mittee recognizes that this formula does not provide protection
against other adverse conditions such as high unemployment,
which reduces income to the trust funds, but feels that this is a suf-
ficiently important safeguard that it should be incorporated into
the law.

Your Committee also wishes to make clear the measure of re-
serve levels to be used for 1988, the first year this provision takes
effect. The provision states that for 1988 only, the reserve level to
be examined is the end-of-year reserve. This reserve level in De-
cember, 1988 should be evaluated in conjunction with the operation
of section 141 of your Committee's bill, which requires crediting
monthly revenues to the trust funds at the beginning of each
month. The 1988 end-of-year reserve should include revenues cred-
ited to the funds in December, 1988 for January, 1989, in order to
obtain a realistic measure of the funds available for benefit pay-
ment in 1989. Similarly, in all subsequent years your Committee
intends that the calculation of the reserve level at the beginning of
each year will take into account the operation of the fixed monthly
tax transfer procedure.

The calculation of average wages will be the same calculation
now used to compute average wage increases for other aspects of
the social security program such as increases in the formula bend
points and the wage base.

Section 113. Elimination of windfall benefits for persons receiving
pensions from noncovered employment

Over the last several years, tour Committee has examined in
depth the problem of "windfalls,' the term used to describe the ad-
vantage from the benefit formula accuring to those who work
under social security only for a short time, particularly those with
pensions from noncovered employment. This windfall for those
with less than full careers under social security combined with sub-
stantial noncovered work can be seen as an anomalous result of
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workers being able to move between covered and noncovered em-
ployment.

This windfall benefit is a direct result of the social security bene-
fit formula, which does not distinguish well between workers with
lifetime low earnings, and workers with less than a full career in
covered work. The social security benefit formula is weighted
toward low-wage earners, replacing 90 percent of the first bracket
amount of monthly average indexed wages ($254 in 1983). Thus, an
earnings history of 15 years, when spread over the 35-year averag-
ing period for benefits, will result in a heavily weighted benefit,
even if the worker was not a low-wage earner.

The formula works as intended for those who remain in covered
employment throughout their careers. In addition, the formula pro-
vides workers who have periods of unemployment that result in
gaps in their earnings records (such as women who leave the labor
force periodically to raise children, or workers who suffer periodic,
involuntary unemployment) with some compensation in the form of
weighted benefits. However, the formula results in unintended
windfalls in cases where the worker has low covered earnings be-
cause he has a career in noncovered work for which he receives a
pension.

These pensions, particularly Federal and State civil service pen-
sions, are generally designed to take the place both of social secu-
rity and a private pension plan for workers who remain in nonco-
vered employment throughout their careers. Thus, a person eligible
for such a pension will receive retirement income roughly equiva-
lent to what social security and a private pension would give a
worker with similar earnings under social security. If the nonco-
vered worker in addition is eligible for a heavily weighted social se-
curity benefit, through moonlighting or through a relatively short
career under social security, his total retirement pension income
will most likely greatly exceed that of a worker with similar earn-
ings all under social security.

Your Committee emphasizes that these windfalls are not the
result of deliberate actions on the part of workers in noncovered
employment, but rather are the necessary result of the operation of
the social security benefit formula. Therefore, your Committee's
bill resolves the problem through changes in the benefit formula
which will be applicable to workers who are eligible for a pension
from noncovered employment. Under the current formula, benefits
are 90 calculated as follows: percent of the first $254 of average
monthly earnings, 32 percent of earnings from $254 to $1,538, and
15 percent of earnings above $1,538 (1983 dollar amounts). The new
formula applicable to those with pensions from noncovered employ-
ment would substitute 61 percent for the 90 percent factor. In addi-
tion, the new formula provides a guarantee that the resulting re-
duction in the worker's social security benefit cannot be more than
one-half the amount of the noncovered pension. This provision will
be applicable to persons reaching age 60 after December 31, 1983,
to give some time for workers to adjust their retirement plans.
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Section 114. Increase in old age insurance benefit amounts based on
account of delayed retirement

Under present law, for those who turn age 62 before 1979, the
worker's benefit (PIA) is increased one-twelfth of one percent for
each month he delays retirement past age 65 (Or one percent per
year). When the benet formula was changed in 1977 to affect
those who turn age 62 in 1979 and afterward, it was recognized
that under the formula, which relies on wage histories that are in-
dexed through age 60 and unindexed after age 60, some further
offset was needed after age 65 to enable the wage computation to
keep pace with real wage growth in the economy. Congress also at
that time expressed a desire to extend some small reward, in the
form of larger benefits, for those who delayed retirement. Accord-
ingly, under current law, for those who turn age 62 after 1979 (and
are therefore affected by the new formula) the PIA is increased one
quarter of one percent per month (or three percent per year) for
each month the worker delays filing for benefits past age 65.

Your Committee continues to believe that it is desirable to pro-
vide incentives for individuals to remain in employment beyond
normal retirement age. Thus, your Committee bill would gradually
increase the delayed retirement credit from three percent per year
to eight percent per year for those who reach age 62 after 1986.
The increase would be phased-in over an eighteen year period by
increasing the current 3 percent per year delayed retirement credit
to 3'/2 percent per year for those age 62 in 1987 and continuing to
increase the credit by one-half of one percent per year for every
other cohort of eligible retirees. Ultimately for those who turn age
62 in 2005 and beyond (age 65 in 2008 arid beyond), benefits would
be increased by two-thirds of one percent per month (Or eight per-
cent per year).

This will dramatically increase the amount by which the com-
bined effects of (1) the reduction factors before age 65, (2) use of
earnings after age 61 in the benefit computation and (3) the de-
layed retirement credit can result in higher benefits for workers
who delay retirement. For an average earner who reached age 62
in 1983, for instance, the benefit if retirement is delayed to age 70
is, under current law, projected to be 64 percent higher than his
age 62 benefit. If the eight percent delayed retirement credit were
available to him, his projected benefit at age 70 would be 99 per-
cent higher than it would be at age 62.

The delayed retirement credit (at whatever level) is available for
individuals between the ages of 65 and 70. After age 70 no credit
applies since beginning in 1983 there is no earnings test for
beneficiaries who are age 70 or more.

C. REVENUE PROVISIONS

Section 121. Taxation of social security and railroad retirement
benefits

Under present law, social security benefits are excluded from the
gross income of the recipient. Their exclusion is based upon a
series of administrative rulings issued by the Internal Revenue
Service in 1938 and 1941 (see I.T. 3194, 1938—1 C.B. 114, I.T. 3229,
1938—2 C.B. 136, and I.T. 3447, 1941—1 C.B. 191). Railroad retire-
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ment benefits are excluded from gross income under the Railroad
Retirement Act.

In general, the gross amount of fixed or determinable annual or
periodic income (which is not effectively connected with a U.S.
trade or business) received by a nonresident alien from U.S.
sources is subject to a 30-percent tax (Code sec. 871); this tax is col-
lected by withholding (sec. 1441). A pension for services performed
in the United States would be U.S.-source income and the gross
amount of a U.S.-source pension is subject to the 30-pecent with-
holding tax or a lower rate if so provided by treaty. The U.S. Model
Income Tax Treaty, as well as a number of actual tax treaties to
which the United States is a party, provides reciprocally that pen-
sions received by a resident of one country from sources in the
other country are taxable only by the country of residence. Howev-
er, the United States has reserved the right to tax social security
benefits in the U.S. Model Income Tax Treaty and a number of
actual tax treaties.

Your Committee believes that the present policy of excluding all
social security benefits from a recipient's gross income is inappro-
priate. Your Committee believes that social security benefits are in
the nature of benefits received under other retirement systems,
which are subject to taxation to the extent they exceed a worker's
after-tax contributions and that taxing a portion of social sercurity
benefits will improve tax equity by treating more nearly equally all
forms of retirement and other income that are designed to replace
lost wages (for example, unemployment compensation and sick
pay). Furthermore, by taxing social security revenues and appropri-
ating these benefits to the appropriate trust funds, the financial
solvency of the social security trust funds will be strengthened.

Because Tier 1 benefits provided under the Railroad Retirement
Act are essentially equivalent to social security benefits, your Com-
mittee believes that corresponding changes also should be made in
the tax treatment of these benefits. This is, a portion of railroad
retirement benefits also should be subject to income taxation.

By taxing only a portion of social security and railroad retire-
ment benefits (that is, up to one-half of benefits in excess of a cer-
tain base amount). Your Committee's bill assures that lower-
income individuals, many of whom rely upon their benefits to
afford basic necessities, will not be taxed on their benefits. The
maximum proportion of benefits taxed is one-half in recognition of
the fact that social security benefits are partially financed by after-
tax employee contributions. The bill's method for taxing benefits
assures that only those taxpayers who have substantial taxable
income from other sources will be taxed on a portion of the bene-
fits they receive.

Taxation of social security and railroad retirement benefits

Under your Committee's bill, a portion of social security benefits
will be included in the gross income of recipients whose adjusted
gross income exceeds certain levels. (This provision is not intended
to change the tax treatment of social security benefits paid by for-
eign governments; these benefits have been held by Treasury to be
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fully includible in gross income (Rev. Rul. 62—1979, 1962—2, C.B.
20)). The bill defines a "social security benefit" as any amount re-
ceived by the taxpayer by reason of entitlement to either (1) a
monthly benefit under title II of the Social Security Act (Federal
Old-Age, Survivors, and Disability Insurance Benefits (OASDI)), or
(2) Tier 1 benefit under the Railroad Retirement Act of 1974. A
Tier 1 benefit generally is a monthly benefit equal to what an indi-
vidual would receive if the formula for computing social security
benefits were applied to the individual's history of covered wages
under both the social security and railroad retirement systems.

Social Security benefits, to the extent they are taxable, will be
included in the taxable income of the person who has the legal
right to receive the benefits. For example, benefits paid to a child
will be considered to be the child's and will be added to the child's
other income to determine whether they are taxable. The amount
of benefits received refers to benefit payments after reductions
under such provisions as actuarial reductions, family maximum,
and the earnings test, but to include certain amounts that may be
withheld from benefits, such as payments of supplementary medi-
cal insurance premiums, where the amounts withheld are for the
purpose of meeting a financial obligation incurred by the individu-
al entitled to receive such benefit payments. In addition, the
amount of any social security benefits received will include the
total amount of the benefits without any reduction for attorneys'
fees, if any, paid in order to enable an individual to receive those
benefits. The Committee expects the Secretary of the Treasury to
provide guidance on the use and extent to which expenses (such as
attorneys' fees) incurred in perfecting claims to social security
benefits may be deducted, now that some of the social security
benefits may be taxed.

Social security benefits that will b included in the gross income
of a taxpayer for a taxable year will be limited to the lesser of (1)
one-half of the social security benefits received, or (2) one-half of
the excess of the sum of the taxpayer's adjusted gross income plus
one-half of the social security benefits received over the appropri-
ate base amount. Thus, the maximum proportion of social security
benefits that will be included in the gross income of any taxpayer
will be one-half of benefits.

The base amount is $32,000 in the case of a married individual
filing a joint return; zero in the case of a married individual filing
a separate return, unless he or she lived apart from his or her
spouse for the entire taxable year; and $25,000 in the case of all
other individuals.

The base amount is zero for married individuals filing separate
returns because the committee believes that the family should be
treated as an integral unit in determining the amount of social se-
curity benefit that is includible in gross income under this provi-
sion. If the base amount for these individuals were higher, couples
who are otherwise subject to tax on their benefits and whose in-
comes are relatively equally divided would be able to reduce sub-
stantially the amount of benefits subject to tax by filing separate
returns.

For the purpose of determining how much of a taxpayer's social
security benefit will be included in gross income, a taxpayer will be
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permited to reduce benefits received during the taxable year by the
amount of benefith, previously received during the current or any
preceding taxable year, that he repays during the taxable year.
This provision is necessary to prevent a taxpayer from being sub-
ject to taxation on his benefits in those situations in which a tax-
payer must repay a portion of those benefits because he has been
overpaid previously. A taxpayer will be permitted an itemized de-
ducation for repayments of social security benefits to the extent
that the repayments exceed social security benefits received by the
taxpayer, and not repaid, during the taxable year. Alternatively, if
such amount repaid exceeds $3,000, the taxpayer has the option
under section 1341 to compute tax for the taxable year without the
deduction and to subtract from that amount the reduction in tax
that would have resulted from excluding the amount repaid from
income for the year of the overpayment.

Your Committee's bill provides that social security benefits po-
tentially subject to tax will include any workmen's compensation
whose receipt caused a reduction in social security disability bene-
fits. For example, if an individual were entitled to $10,000 of social
security disability benefits but received only $6,000 because of the
receipt of $4,000 of workmen's compensation benefits, then, for pur-
poses of the provisions taxing social security benefits, the individu-
al will be considered to have received $10,000 of social security
benefits.

Your Committee's bill provides an elective, special rule for tax-
payers who receive lump-sum payments. This rule was determined
to be necessary because in some situations involving lump-sum pay-
ments of benefits attributable to prior years, the general income-
averaging rules may not provide adequate relief.

If this special rule is elected, the taxpayer will determine the tax
for the taxable year of receipt of the lump-sum payment by includ-
ing in gross income for the current year the sum of the increases in
gross income that result solely from taking into account the appro-
priate portions of the lump-sum payment in the taxable year to
which they are attributable. Your Committee intends that when
lump-sum payments are made, the Social Security Administration
or Railroad Retirement Board will notify the recipients thereof of
the taxable years to which the payments are attributable.
Returns relating to social security benefits

Information reporting will be required with respect to benefit
payments. Specifically, the appropriate Federal official (i.e., the
Secretary of Health and Human Services, in the case of social secu-
rity benefits, and the Railroad Retirement Board, in the case of
railroad retirement benefits) will be required to report to the
Treasury (1) the aggregate amount of benefits paid with respect to
any individual during any calendar year; (2) the aggregate amount
of benefits repaid by the individual during the calendar year; (3)
aggregate reductions in benefits otherwise payable due to the re-
ceipt of workmen's compensation benefits; and (4) the name and ad-
dress of the individual with respect to whom benefits are paid. In
addition, each individual receiving social security or railroad retire-
ment benefits will be furnished with a written statement showing
(1) the name of the agency making the payments, and (2) the aggre-
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gate amount of payments, repayments, and reductions. This state-
ment will be due by January 31 of the year following the year in
which social security benefits are paid.

Treatment of nonresident aliens
Your Committee's bill provides that social security benefits paid

by the United States are U.S.-source income for purposes of the
Code, including the foreign tax credit. In addition, one-half of social
security benefits paid to nonresident aliens will be subject to the
general 30-percent tax which will be collected by withholding. Your
Committee s bill is not intended to override the treatment of social
security benefits provided in existing income tax treaties to which
the United States is a party.

Your Committee's bill permits the Secretary of the Treasury to
disclose to the Social Security Administration or the Railroad Re-
tirement Board available return information from the master files
of the Internal Revenue Service with respect to the address and
status of an individual as a nonresident alien or as a resident or
citizen of the United States. This information, which may be dis-
closed upon written request, may be disclosed to the Social Security
Administration and the Railroad Retirement Board only for pur-
poses of carrying out their responsibilities for withholding taxes
from social security benefits of nonresident aliens. Any return in-
formation disclosed under this provision will be subject to the pres-
ent law requirements regarding recordkeeping and safeguarding of
return information.

Transfers to trust funds
Your Committee's bill appropriates to each payor fund the in-

crease in Federal income tax liabilities attributable to taxing social
security benefits. This amount is the difference between total
income tax liabilities for the year and what income tax liabilities
would have been without the application of the Code sections
which provide for the taxation of benefits. A "payor fund" is any
trust fund or account from which payments of social security bene-
fits are made.

The appropriated amounts are to be transferred from time to
time (but no less frequently than quarterly) from the general fund
of the Treasury on the basis of estimates made by the Secretary of
the Treasury. Transfers to the payor funds may be based on the
proportion of each type of benefit as a share of the total benefits
potentially includible in gross income under these provisions. For
example, suppose that after adding OASI benefits, DI benefits and
Tier I railroad retirement benefits the shares of these in the total
are 80 percent, 16 percent, and 4 percent, respectively. These per-
centages of the increase in tax liabilities described above may then
be transferred to the respective funds.

Any quarterly payment to a payor trust fund must be made on
the first day of the quarter and must take into account social secu-
rity benefits estimated to be received during the quarter. Proper
adjustments are to be made in the amounts subsequently trans-
ferred to the extent that prior estimates were in excess of, or less
than, the amounts required to be transferred. A final determina-
tion of the amount required to be transferred for a year may be
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based on an estimate derived from the appropriately weighted
sample of individual income tax returns for that year which is used
as the basis for the Internal Revenue Service's publication of statis-
tics of income for that year under Code section 6108. In making
these estimates, the Secretary of the Treasury need not take ac-
count of certain provisions of the tax law that might affect an indi-
vidual's tax liability (e.g., income averaging, loss carrybacks, etc.) if
these provisions are judged to have an inconsequential effect on
the estimates.

The Secretary of the Treasury will be required to submit annual
reports to the Congress and to the Secretary of Health and Human
Services and the Railroad Retirement Board concerning (1) the
transfers made during the year, and the methodology used in de-
termining the amount of the transfers and the funds or account to
which made, and (2) the anticipated operation of the transfer mech-
anism during the next five years.

Taxation of Tier One railroad retirement benefits
Your Committee's bill provides that railroad retirement "Tier 1"

benefits are subject to taxation to the same extent and in the same
manner as monthly benefits payable under title II of the Social Se-
curity Act. As a result of this change, certain amounts will be
transferred regularly to the Railroad Retirment Account.

Your Committee is aware that, in light of the financial inter-
change that exists between social security and railroad retirement,
the final disposition of the amounts transferred to the railroad ac-
count remains unclear. One view is that since the financial inter-
change has historically netted Tier 1 payroll taxes received by rail-
road retirment system against social security equivalent benefits
paid by the railroad retirement system, the amounts added to the
Account as a result of this change in income tax law would have no
effect on amounts transferred under the interchange. The alternate
view is that amounts appropriated to the Railroad Retirement Ac-
count as a result of this change made by this section would reduce
the amount of the interchange which would have otherwise been
transferred. This would be done in order to restore the Social Secu-
rity Trust Funds to the position they would have been had railroad
employment been covered by social security since 1937.

Effective date
In general, the provisions will apply to benefits received after De-

cember 31, 1983, in taxable years ending after that date. However,
the provisions will not apply to benefits received after December
31, 1983, if the generally applicable payment date of these benefits
was before January 1, 1984.

Section 122. Credit for the elderly and the permanently and totally
disabled

Under present law, individuals who are age 65 or over may claim
a tax credit equal to 15 percent of a base amount. Before the reduc-
tions described below, the maximum base amount is $2,500 for a
single person or for a married couple filing a joint return, if only
one spouse is 65 or over. For a married couple filing a joint return,
when both spouses are 65 or over, the base amount initially is
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$3,750. For a married couple filing separate returns, the initial
base amount is $1,875.

The maximum base amount (i.e., $2,500, $3,750, or $1,875) for the
credit is reduced by amounts received by the individual (and by the
spouse in the case of a married couple filing a joint return) as a
pension or annuity under the Social Security Act, the Railroad Re-
tirement Act, or certain other pensions or annuities that are other-
wise excluded from gross income. For example, no reduction is re-
quired for pension or annuity payments from a tax-qualified pen-
sion plan, even though the amounts may be excluded from gross
income.

The base amount is reduced further by one-half of adjusted gross
income in excess of $7,500 for a single person and $10,000 for a
married couple filing a joint return ($5,000 for a married individual
filing a separate return). Thus, for example, a single individual
with adjusted gross income of $12,500 or more is not eligible for the
credit.

individuals under age 65 who have income from a public retire-
ment system also are eligible for the credit. However, the credit is
based only upon the individual's income from a public retirement
system up to the maximum base amount. Further, the credit is re-
duced by certain amounts of earned income rather than adjusted
gross income.

The credit for the elderly is nonrefundable, i.e., it may not
exceed tax liability.

Under present law, there also is a maximum exclusion from
gross income of $100 a week ($5,200 a year) of disability income for
taxpayers under age 65 who retired on disability, were permanent-
ly and totally disabled when then retired, and are permanently
and totally disabled in the year in which the disability income is
received. For this purpose, permanently and totally disabled means
unable to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment that
can be expected to result in death or that has lasted or can be ex-
pected to last for a continuous period of not less than 12 months.
At age 65, taxpayers become ineligible for this exclusion but may
be able to claim the credit for the elderly.

The maximum amount excludible under present law is reduced
on a dollar-for-dollar basis by the taxpayer's adjusted gross income
(including disability income) in excess of $15,000 (for both married
and single taxpayers). Except in the case of a husband and wife
who live apart at all times during the taxable year, if the taxpayer
is married at the close of the taxable year, the exclusion is allow-
able only if a joint return is filed. Thus, if a taxpayer receives
$5,200 in disability income and $15,000 (or more) in other income
that together equal $20,200 (or more), he or she is not entitled to
any exclusion for disability payments.

The credit for the elderly initially was intended to provide com-
pensation to those whose retirement benefits were fully taxable
rather than consisting partially of tax-free social security benefits.
However, your Committee's bill subjects social security benefits to
income tax, so that the credit should be coordinated with the bene-
fit taxation provision. Once social security benefits are subject to
tax, favorable tax treatment for public retirees under age 65 should
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be limited to those permanently and totally disabled. For individ-
uals age 65 or over, however, your Committee believes that the fa-
vorable tax treatment should be improved in recognition of the fact
that taxation of benefits would not begin until relatively high
income levels. As provided under the bill, the credit generally is
not available to taxpayers whose incomes are sufficiently high that
social security or tier I railroad retirement benefits are includible
in income.

With respect to disability income, the provision coordinates and
rationalizes the tax treatment of the disabled and elderly by pro-
viding the same relief to those in both groups who do not receive
the advantage of tax-free social security disability or retirement
benefits. Thus, the abrupt change in tax treatment which the dis-
abled face at age 65 under present law would be eliminated. Al.
though the revised credit will not be less generous than the present
exclusion in the long run disabled taxpayers may benefit because
the credit to which they had been required to switch at age 65 is
improved.

In general, the bill retains present law for those age 65 or over.
However, individuals under age 65 will be eligible for the credit
only if they retired with a permanent and total disability and have
disability income from a public or private employer on account of
disability. The present law definition of permanently and totally
disabled is retained. Disability income is the aggregate amount
paid under an employer's accident and health plan or pension plan
and includible in the gross income of the individual to the extent it
constitutes wages (or payments in lieu of wages) for the period
during which the individual is absent from work on account of per-
manent and total disability. Amounts excluded from gross income,
for example, as the employee's after-tax contributions, will not be
eligible for the credit. The disabled individuals eligible for the
credit are generally the same individuals eligible for the disability
income exclusion under present law.

The maximum base amount on which the credit is applied will
be doubled, to $5,000 for a single individual or for a married couple
with only one spouse eligible for the credit, $7,500 for a married
couple with both spouses eligible for the credit, or $3,750 for a mar-
ried couple filing separate returns. For individuals under age 65,
the maximum base amount will be further limited to the amount
of disability income.

The base amount will be reduced by one-half of the excess of ad-
justed gross income over $7,500 for an individual, $10,000 for a
married couple filing a joint return, or $5,000 for a married couple
filing separately, as under present law. In addition, the base
amount is reduced by the amount of any pension, annuity, or dis-
ability benefit received under the Social Security Act or the Rail-
road Retirement Act and excluded from gross income, or with the
same exceptions as those under present law, the amount of other
pension, annuity or disability benefit that is excluded from gross
income.

The disability income exclusion is repealed.
These amendments are effective for taxable years beginning

after December 31, 1983.
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Section 123. Acceleration of increases in FIGA taxes; 1984 employee
tax credit

Under present law, several increases in social security payroll
tax (FICA) rates are already scheduled to take effect between 1985
and 1990, as shown in the following table:

Year

Fmpoyer-e mployee rate (each)

OASDI HI OASDI—HI

1984 5.4 1.30 6.70

1935 5.7 1.35 7.05

1986 5.7 1.45 7.15

1987 5.7 1.45 7.15

1988 5.7 1.45 7.15

1989 5.7 1.45 7.15

1990 6.2 1.45 7.65

In conjunction with other changes in the law which are designed
to help insure the solvency of the OASDI Trust Funds, your Com-
mittee has found it necessary to advance the OASDI increase
scheduled for 1985 to 1984 and part of the increase scheduled for
1990 to 1988 (HI rates are not changed):

Year
(mployer-employee rate (each)

OASDI HI OASDI—HI

1984 5.J 1.30 7.00

1985 5.70 1.35 7.05

1986 5.70 1.45 7.15

1987 5.70 1.45 7.15

1988 6.06 1.45 7.51

1989 6.06 1.45 7.51

1990 6.20 1.45 7.65

Because railroad retirement (RR) payroll taxes are linked to the
rates for social security, your Committee's bill also provides similar
increases in the corresponding railroad retirement taxes.

In order to cushion the impact on workers of the 1984 increase,
the bill provides employees a credit equal to 0.3 percent of compen-
sation subject to the FICA and RR taxes and to payments of
amounts equivalent to FICA taxes under section 218 of the Social
Security Act. Because the credit is to be taken into account at the
time the tax is collected (by deduction from the employees' wages
or otherwise), the net OASDI employee tax rate for 1984 will be
5.40 percent. This is the rate employers may use in computing
FICA tax due and in preparing annual statements of amount of tax
withheld. However, as under present law, the appropriation of
funds into, for example, the OASDI trust fund will be based on the
gross OASDI employee tax rate, which will be 5.70 percent.

These provisions will apply to remuneration paid after December
31, 1983.
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Section 124. Self-employment income tax and credit
The Self-Employment Contributions Act (SECA) imposes two

taxes (OASDI and HI) on self-employed individuals. Self-employed
persons pay an OASDI tax rate that is equal to approximately 75
percent of the combined employer-employee rate and an HI tax
rate that is equal to 50 percent of the combined employer-employee
rate.

The presently scheduled OASDI rates for self-employment
income are as follows:

IN THE CASE OF A TAXABLE YEAR

Beinnin after— Md before— Percent

Dec. 31, 1981 Jan. 1, 185 8.05

Dec. 31, 1984 Jan. 1, 1990 8.55

Dec. 31, 1989 9.30

The HI rates for self-employment income are as follows:

IN THE CASE OF A TAXABLE YEAR

Beinnin after— Md before— Percent

Dec. 31, 1980 Jan. 1, 1985 1.30

Dec. 31, 1984 Jan. 1, 1986 i... 1.35

Dec. 31, 1985 1.45

Under present law, the expenses of compensation or purchased
services, including wages, the employer FICA tax, and payments to
self-employed individuals are deductible, for income tax purposes,
as business expenses. However, neither the employee FICA tax nor
the SECA tax is deductible.

Your Committee is concerned that, under the current system,
social security benefits are provided to self-employed individuals
for about 75 percent of the amount paid to provide employees with
equivalent benefits and that medicare benefits are provided to self-
employed individuals for 50 percent of the amount paid to provide
employees with equivalent benefits. Thus, the present tax treat-
ment of self-employed individuals accounts for a major portion of
the financial difficulties of the social security system. Removal of
the subsidy to self-employed individuals will alleviate these difficul-
ties. Further, your Committee believes that removal of the subsidy
will reduce the tax incentive to claim independent contractor
status and will reduce employment status classification disputes
with the Internal Revenue Service.

Under the bill, the OASDI tax rate on self-employment income
will be equal to the combined employer-employee OASDI rate, and
the HI tax rate on self-employment income will be equal to the
combined employer-employee HI rate. In order to cushion the
impact of the increase, your Committee's bill provides a permanent
credit against SECA taxes and also allows the one-time 1984 tax
credit to self-employed as well as to employees.

The OASDI tax rate on self-employment income will be:
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IN THE CASE OF A TAXABLE YEAR

Seginrnng after— And before— Perceiit

Dec. 31, 1983 Jan. 1, 1988 11.40
Dec. 31, 1987 Jan. 1, 1990 12.12
Dec. 31, 1989

12.40

The HI tax rate for self-employment income will be:

IN THE CASE OF A TAXABLE YEAR

8eginnng after— And before— Percent

Dec. 31, 1983 Jan 1. 1985 2.60
Dec. 31, 1984 Jan. 1, 1986 2.70
Dec. 31, 1985

2.90

For 1984, self-employed individuals will be entitled to the same
type of credit against SECA tax allowed employees against FICA
tax. Thus, for 1984, self-employed individuals will be allowed a
credit against SECA tax equal to .3 percent of self-employment
income.

In addition, beginning in 1984, self-employed persons will be enti-
tled to a permanent credit against SECA tax. For 1984—1987, the
amount of this SECA tax credit will be 1.8 percent of self-employ-
ment income. For 1988 and subsequent years, the rate of the credit
will be 1.9 percent. The SECA tax credits may be directly taken
into account in computing SECA liability for a taxable year and es-
timated tax payments for that year.

The SECA tax credits will not reduce the revenues of the Social
Security trust funds, since under the Social Security Act, appropri-
ations into the trust funds will be based on the SECA tax rates
specified above without regard to the credits allowed against such
taxes.

The provision will be effective for taxable years beginning after
December 31, 1983.

D. BENEFIT5 FOR CERTAIN 5URVIVING, DIVORCED, AND DISABLED SPOUSES

Section 131. Benefits for surviving divorced spouses and disabled
widows and widowers who remarry

Current law permits the continuation of benefits for surviving
spouses who remarry after age 60. However, benefits for disabled
or divorced disabled widow(er)s (payable from age 50 to 60) who re-
marry prior to age 60 have their benefits terminated unless the
new marriage is to certain auxiliary beneficiaries. Marriage of a
nondisabled divorced widow(er) (who can receive benefits at age 60)
will cause termination of benefits at any age.

Your Committee's bill provides that the social security benefit of
a disabled widow(er) or a divorced disabled widow(er) would notterminate if the beneficiary remarries before age 60. In addition,
the benefits of a divorced widow(er) would not terminate if the ben-
eficiary marries after attaining age 60.
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This change would eliminate the penalty in current law for the
spouse described who remarries after the age of first eligibility for
benefits. Your Committee's provision eliminates the distinction
now in the law between disabled or divorced disabled widow(er)s
and divorced widow(er)s who are similarly situated except for age
or whether their new spouse is a social security auxiliary benefici-
ary. No change would be made in the current dual-entitlement pro-
vision of the law which allows an individual to receive only the
highest benefit for which such individual is eligible.
Section 132. Entitlement to divorced spouse's benefits before entitle-

ment of insured individual to benefits; exemption of divorced
spouse's benefits from deduction on account of work

Under current law, a divorced spouse cannot qualify for benefits
based on the earnings of a former spouse until the former spouse
has filed an application for benefits. Also, if the former spouse does
become entitled to benefits, but continues to work, a divorced
spouse may have some or all benefits withheld due to the former
spouse's earnings.

Your Committee's bill would allow divorced spouses who have
been divorced for at least two years to draw benefits at age 62 if
the former spouse is eligible for retirement benefits, whether or not
benefits have been claimed or suspended because of substantial em-
ployment. This provision is effective for benefits for months after
December 1984 for those who file applications on or after January
1, 1985. As a matter of equity, beginning in 1985, the earnings of
an individual receiving retirement benefits would no longer cause
deductions in the benefits of those divorced spouses already on the
benefit rolls.

This provision in your Committee's bill will be of particular
benefit to divorced women who do not qualify for benefits on their
own earnings and are unable to obtain benefits based on their
former husband's earnings because those husbands are still work-
ing. The requirements that the divorce must have been in effect for
at least 2 years is intended to discourage divorces solely for the
purpose of avoiding the earnings test.
Section 133. Indexing of deferred surviving spouse's benefits to

recent wage levels
Under current social security social security law, survivor bene-

fits are based on the amount of survivor benefits that would have
been payable to the deceased worker as determined by applying a
benefit formula to the worker's earnings in covered employment.
Such earnings are indexed to reflect economy-wide wage increases
through the second year before the death of the worker. Beginn-
ning with the year of death, benefit levels are indexed to price
changes.

Should the worker die lon before his or her spouse can become
eligible for surviving spouse s benefits (at age 60 or age 50 if dis-
abled), the benefit may be based on outdated wages. Thus, the sur-
viving spouse is deprived not only of their deceased spouse's unrea-
lized earnings but also of the economy-wide wage increases that
may have occurred since the death of the spouse.
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Your Committee's bill provides for continuing to index the work-
er's earnings to reflect economy-wide wage increases up to the year
the worker would have reached age 60, or two years before the sur-
vivor becomes eligible for aged or disabled widow(er)'s benefits,
whichever is earlier. This provision will provide higher benefits for
widow(er)s whose spouses died before age 62 and would assure that
the widow(er)'s initial benefit reflected wage levels prevailing
nearer the time she or he comes on the rolls. The provision is effec-
tive for monthly benefits after December 1984 for individuals who
first meet all the criteria for entitlement (other than making appli-
cation for the benefits) after December 1984.

Section 134. Limitation on benefit reduction for early retirement in
case of disabled widows and widowers

Social security benefits for aged widows and widowers are first
payable at age 60. Benefits are payable in full (i.e., 100 percent of
the deceased worker's primary insurance amount) at age 65, and at
reduced rates at ages 60—64 based on the number of months of enti-
tlement before age 65. Benefits at age 60 equal 71.5 percent of the
PIA.

Benefits are also payable to disabled widows and widowers from
ages 50—59 at a rate equal to the aged widow(er)'s benefit at age 60
(71.5 percent of the PIA) and further reduced based on the number
of months of entitlement before age 60. At age 50, the disabled
widow(er)'s benefit equals 50 percent of the PIA.

Your Committee's bill would increase the benefits of disabled
widow(er)s age 50—59 to 71.5 percent of the PIA, the amount to
which widow(er)s are entitled at age 60. The increase in benefits
would be effective January 1984 for newly entitled beneficiaries
and for those already on the rolls as well.

The vulnerable condition of these beneficiaries is evidenced by
the fact that the average benefit for all disabled widow(er)s incur-
rent-payment status in December 1982 was only $242 a month. At
the end of 1981, almost 28 percent of those receiving disabled
widow(er)'s benefits were also receiving supplemental security
income payments. Your Committee's bill would thus help improve
benefit adequacy for a group (of whom about 99 percent are
women) who, by definition, are both widowed and unable to work
and support themselves.

E. MECHANIsMs TO ASSURE CONTINUED BENEFIT PAYMENTS IN ADVERSE
CONDITIONS

At least since 1950, it has been the policy to keep trust fund rev-
enues in each year approximately equal to expenditures. Under
this policy, known as current-cost financing, current revenues are
promptly paid out to current beneficiaries. If at any point revenues
from contributions to the system exceed amounts needed for bene-
fit payments, the excess is placed in the trust fund reserve. If rev-
enues fall short of the amount needed for benefit payments, the re-
serves are cravn upon to rnuk6 up he diffcrncc. If however, th,
reserves are not adequate to make up the shortfall, under current
law the trust funds have no way of making benefit payments on a
timely basis. (Thus, it is considered critical to have at least one
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month's benefit payments in reserve at the beginning of each
month, and to have enough of a reserve to carry benefit payments
through downturns in revenues during the year or during unfavor-
able economic periods.)

Your Committee shares the concern frequently expressed by ad-
visory groups, and most recently by the National Commission on
Social Security Reform, about the need to have procedures that
would preserve the system's capacity to continued paying benefits
on a timely basis even during unexpectedly adverse economic con-
ditions. Thus, your Committee's bill includes an interrelated set of
procedures—including interfund borrowing and the implementa-
tion of a revised accounting procedure for crediting the trust funds
with revenue receipts on a more regularized basis—that would help
to accomplish that purpose.

Section 141. Fixed monthly tax transfers
Your Committee's bill provides for a revision of accounting proce-

dures under which the Treasury Department would credit to the
OASDHI Trust Funds, at the beginning of each month, the amount
of payroll tax revenues that is estimated to be received during the
month. These amounts would be invested by the trust funds as all
other trust fund assets are invested and an appropriate allocation
made of the interest accrued on such investments.

Your Committee believes this procedure will help to alleviate po-
tential cash flow problems by stabilizing monthly income to the
OASDI trust funds prior to the point benefits are paid.

In paying interest to the general fund, the interest rate charged
to the trust funds in any month shall be equal to the rate earned
by the investments of the Trust Funds in the same month under
section 303 of the Committee bill. Interest shall be calculated on a
daily basis and apply to an amount equal to the amount trans-
ferred on the first of the month minus the amount which would
have been transferred up to that day of the month under proce-
dures in effect on January 1, 1983.

Section 152. Interfund borrowing extension
Under prior law (P.L. 97-123) interfund borrowing was allowed

during 1982 between the OASI, DI and HI funds. Your Committee's
bill would authorize continued interfund borrowing between these
three trust funds for 1983—1987. However, provision must be made
for repayment by the borrowing fund at the earliest feasible time
and in no case later than the end of calendar year 1989. Borrowing
also would be permitted only to the extent the lending fund had a
sufficient balance to lend the money without jeopardizing its own
ability to meet its obligations. Since your Committee continues to
be concerned about the long-term condition of the HI fund, it is
your Committee's intent that borrowing from the HI Fund should
be undertaken with due regard for the fund's status and that any
funds borrowered from the HI fund could be paid back when the
HI fund would need them to maintain its own benefit payments.

Borrowing, as under the prior law, would be at the discretion of
the Managing Trustee, who also would determine the time and
amount of repayment, consistent with the above cautions and re-
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strictions. Interest would be paid by the borrowing fund to the
lending fund on any amounts loaned, as under prior law.

Your Committee notes that some $17.5 billion was borrowed by
the OASI fund from the other funds ($5.1 billion from DI and $12.4
billion from HI) in November and December 1982 in order to
ensure benefit payments through June 1983. P.L. 96—403 also real-
located $8.8 billion in incoming taxes away from the DI fund and
into the OASI fund during 1980—82 ($4.1 billion in 1980, $4.4 billion
in 1981, and $0.3 billion in 1982). These reallocations, combined
with the interfund borrowing, dropped the DI reserves from 35 per-
cent at the beginning of 1980 to 15 percent at the beginning of
1983. However, the DI fund reserves are still expected to increase
over the long-term.

Section 143. Managing trustee report to the Congress concerning
trust fund shortfalls

While the use of the fixed tax transfer accounting procedure and
interfund borrowing will enable the Trustees to manage the cash
flow within the trust funds to maximum advantage, your Commit-
tee remains concerned that safeguards be provided in the event the
combined resources of the trust funds prove inadequate to pay
timely benefits. It is further concerned that when trust fund re-
serves remain low for several years, a situation could arise fairly
quickly where further action may be needed.

Your Committee's bill requires the Board of Trustees to report
immediately to the Congress whenever it is of the opinion that the
amount of any of the Trust Funds may become unduly small and
recommend a specific legislative plan to adjust the inflow and
outgo of funds to remedy this shortfall with due regard to the eco-
nomic situation that created the problem and the amount of time
available to act in a prudent manner. It is the intent of the Com-
mittee that such legislative action should be effective only so long
as is necessary to restore the fund to solvency.

F. OTHER FiNANCING AMENDMENTS

Section 151. Financing of noncontributory military wage base cred-
its

Under current law gratuitous military wage credits are provided
to persons who served in the military after September 16, 1940. Al-
though members of the armed forces were compulsorily covered
under social security in 1957, wage credits continue to be provided
to military personnel in recognition of the value of non-cash com-
pensation received.

The cost of the additional benefits and the administrative ex-
penses arising from these noncontributory wage credits are borne
by the General Fund on a retroactive reimbursement basis (i.e., the
costs are reimbursed only after benefits have been paid).

Your Committee is concerned that since only the marginal cost
of benefits which result from the inclusion of gratuitous wage
credit is reimbursed and that this is done on a retroactive basis,
the Treasury receives a "bargain" as compared with other employ-
ers. This is because the weighted benefit formula under OASDI
produces relatively less additional benefit cost for those last mar-
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ginal dollars of earnings than for the first dollars of earnings. In
essence, then, not only does the Treasury pay the cost of providing
these social security credits later than does any other employer, it
also pays less, on the average, for each dollar of earnings.

As a result of these concerns, your Committee bill provides that
a lump-sum payment will be made to the OASDI Trust Funds from
the General Fund of the Treasury for: (i) The present value of the
estimated additional benefits arising from the gratuitous military
service wage credits for service before 1957; (ii) the amounts of the
combined employer-employee OASDI taxes on the gratuitous mili-
tary service wage credits for service after 1956 and before 1983; and
in addition, (iii) the HI Trust Fund will be credited with the com-
bined employer-employee HI taxes or gratuitous wage credits for
services rendered after 1965 and before 1983. (In the future, the
OASDHI Trust Funds would be reimbursed on a current basis for
such employer-employee taxes on such wage credits for service
after 1983).

Section 152. Accounting for certain unnegotiated checks for benefits
under the social security program

Under current law the Social Security Administration certifies
to the Department of Treasury the amount of benefits to be paid to
social security beneficiaries. Subsequently, Treasury transfers that
amount from the social security trust funds to a Treasury transfer
account. Treasury then mails the beneficiaries their checks.

However, some of these checks are never negotiated. Social secu-
rity checks remain unnegotiated for various reasons. For example,
some benficiaries may "save" their social security checks, rather
than cash them or deposit them in banks; also some checks may be
lost in the mail or be stolen and not be reported, because the bene-
ficiary did know that the check was coming, and still other checks
go to the deceased persons and are held by a survivor and not
cashed or returned.

Social security benefit checks, as well as most other government
checks, are not issued by Treasury under special program symbols.
Therefore, Treasury is not able to readily identify what portion of
government-wide uncashed checks are social security benefit pay-
ments. The Treasury is authorized neither to cancel uncashed gov-
ernment checks nor to credit the value of those checks to the ac-
counts upon which they were drawn. As a result, the trust funds
are not credited for any uncashed OASDI benefit checks. Instead,
the value of benefit checks which are not cashed remains in the
General Fund of the Treasury.

In order to recover this lost revenue to the OASDI Trust Funds,
your Committee's bill provides for a lump-sum payment to the
OASDI Trust Funds from the General Revenue representing the
amount of uncashed benefit checks which have been issued in the
past. In addition, your Committee's bill requires the implementa-
tion of a procedure under which: (1) the Treasury Department
would make it possible to distinguish OASDI checks from other
government checks; and (2) the trust funds would be credited on a
regular basis with an amount equal to the value of all OASDI
benefit checks which have not been negotiated for a period of 6
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months. Checks which are older than 6 months will still be negotia-
ble.

2. SECTION-BY-SECTION EXPLANATION OF TITLE I

Section 101. Coverage of newly hired federal employees
Section 101(a) of the bill provides Social Security coverage for

Federal employees hired on or after January 1, 1984 and for cer-
tain current Federal employees including the President, Vice Presi-
dent, appointed Federal officials, Federal judges, members of Con-
gress and legislative employees who are not covered under a feder-
al retirement system.

Section 101(a)(1) of the bill replaces paragraphs (5) and (6) of sec-
tion 2 10(a) of the Social Security Act with new paragraphs (5) and
(6). (The present paragraphs (5) and (6) generally exclude from the
definition of Social Security covered employment civilian service
performed in the employ of the United States or an instrumentali-
ty of the United States.)

The new paragraph (5) of section 2 10(a) of the Act continues the
exclusions from Social Security coverage provided under the pres-
ent paragraphs (5) and (6) for employees of the United States or
any instrumentality of the United States who have been continu-
ously so employed since December 31, 1983 and for annuitants of a
Federal retirement system. An individual who returns to service in
the employ of the United States or an instrumentality of the
United States after a separation from such service of not more
than 365 consecutive days is nevertheless considered "continuous-
ly" employed for purposes of this section.

The new paragraph (5) does not apply to service: (1) as President
or Vice President of the United States, (2) in a position established
under sections 5312 through 5317 of title 5, United States Code, as
a noncareer appointee of the Senior Executive Service or a nonca-
reer member of the Senior Foreign Service, or in a position to
which the individual is appointed by the President or Vice Presi-
dent under sections l05(a)(1), 106(a)(1), or 107(aXl) or (b)(1) of title 3,
United States Code, if the position's basic pay is at or above the
rate for level V of the Executive Schedule; (3) as a member of the
Supreme Court, United States Court of Appeals, United States Dis-
trict Court (including the district court of a territory), United
States Claims Court, United States Court of International Trade,
United States Tax Court, or as United States magistrate, referee in
bankruptcy, or United States bankruptcy judge; (4) as a Member,
Delegate, or Resident Commissioner of or to the Congress; or (5) as
an employee of the legislative branch who is not covered under the
Civil Service Retirement System as of January 1, 1984. The effect
of not applying paragraph (5) to such service is that such service is
covered under Social Security beginning January 1, 1984.

The new paragraph (6) provides that service performed: (1) by in-
mates in Federal penal institutions, (2) in Federal hospitals by cer-
tain interns, student nurses and other student employees, and (3)
by individuals employed on a temporary basis in case of fire, storm,
earthquake, flood, or other similar emergency continues to be ex-
cluded from Social Security as it is under present law.
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Section 101(a)(2) of the bill amends section 210(p) of the Act, re-
lating to Medicare qualified Federal employment, to conform to the
amendment made to section 210(a) of the Act by section 101(a)(1) of
the bill.

Section 101(b) of the bill amends section 3121 of the Internal Rev-
enue Code of 1954 to conform to the amendments made by section
101(a) of the bill.

Section 101(b)(1) of the bill amends section 3121(b) of the Code to
conform to the amendment made to section 210(a) of the Act by
section 101(a)(1) of the bill.

Section 101(b)(2) of the bill amends section 3121(u)(1) of the Code
to conform to the amendment made to section 210(p) of the Act by
section 101(a)(2) of the bill.

Section 101(c)(1) of the bill amends section 209 of the Act by
adding a new paragraph at the end thereof which provides that
payments made to retired justices or judges under the provisions of
section 37 1(b) of title 28, United States Code, for periods during
which they render services under the provisions of section 294 of
title 28, United States Code, are included as wages for Social Secu-
rity taxation purposes.

Section 101(c)(2) of the bill amends section 3121(i) of the Internal
Revene Code of 1954 by adding a new paragraph (5), which provides
that the payments made to retired justices or judges under the pro-
visions of section 371(b) of title 28, United States Code, for periods
during which they render services under the provisions of section
294 of title 28, United States Code, are included as wages for Social
Security taxation purposes.

Section 101(d) of the bill provides that the amendments made by
section 101 of the bill apply with respect to remuneration paid
after December 31, 1983.

Section 102. Coverage of employees of nonprofit organizations
Section 102(a) of the bill provides compulsory coverage of remu-

neration for services performed by current and future employees of
nonprofit organizations.

Sections 102(a)(1) and 102(a)(2) of the bill make changes in section
210(a)(8) of the Social Security Act to conform it to the amendment
made by section 102(a)(3).

Section 102(a)(3) of the bill amends section 210(a)(8) of the Act by
deleting subparagraph (B), thus eliminating the exclusion from the
definition of "employment" for Social Security benefit purposes
services performed in the employ of tax-exempt nonprofit organiza-
tions described in section 501(c)(3) of the Internal Revenue Code of
1954.

Section 102(b) of the bill amends section 3121 of the Code to pro-
vide compulsory Social Security taxation of remuneration for serv-
ices performed in the employ of such nonprofit organizations.

Sections 102(b)(1)(A) and 102(b)(1)(B) of the bill make changes in
section 3121(b)(8) of the Code to conform it to the amendment made
by section 102(b)(1)(C) of the bill.

Section 102(b)(1)(C) of the bill amends section 3121(b)(8) of the
Code by deleting subparagraph (B), to conform to the amendment
made by section 102(a)(3) of the bill.
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Section 102(b)(2) of the bill repeals section 3121(k) of the Code
which permits a tax-exempt nonprofit organization to provide
Social Security coverage for its employees by filing a waiver with
the Secretary of the Treasury, provides that a waiver will be
deemed to have been filed under certain circumstances, and per-
mits such an organization to terminate coverage for its employees.

Section 102(b)(3) of the bill amends section 3121(r) to repeal para-
graph (4), which requires religious orders which elect Social Secu-
rity coverage for their members also to elect Social Security cover-
age for their lay employees, and to make conforming changes in
references to sections 210(a)(8) of the Act and 3121(b)(8) of the Code.

Section 102(c) of the bill provides that the amendemts made by
subsections (a) and (b) shall apply to service performed after De-
cember 31, 1983. However, the amendments do not affect section 2
of P.L. 94—563 (which provides that no refund or credit of taxes
shall be made to a nonprofit organization that is deemed to have
filed a waiver to provide Social Security coverage for its employees)
or section 3 of P.L. 94—563 and section 312(c) of P.L. 96—216 (which
permit an employee of a nonprofit organization that is deemed to
have filed a waiver to receive credit for past services if he pays the
Social Security employee tax on his wages).

Section 102(d) of the bill provides that if a nonprofit organization
has filed a waiver certificate under which Social Security coverage
has been extended to its employees, the period for which the certif-
icate is in effect may not be terminated on or after enactment.

Section 102(e) of the bill provides a rule for deeming to be fully
insured for Social Security purposes persons who, on January 1,
1984, are at least age 55 and employed by a nonprofit organization
to those employees coverage is extended solely as a result of this
section.

Section 102(e)(1)(A) of the bill provides that the deeming provi-
sion applies to individuals who, on January 1, 1984, are age 55 or
over and employees of a nonprofit organization to those employees
coverage is extended solely as a result of this section.

Section 102(e)(1)(B) of the bill provides that, for purposes of the
deeming provision, the quarters of coverage (required under section
102(e)(2)) must be acquired after January 1, 1984.

Section 102(e)(2) of the bill provides that the number of quarters
of coverage needed to be deemed to be fully insured is to be deter-
mined based on the following table:

The Number of Quarters of Coverage so Required
In the case of an individual who on Jan. 1, 1984, is—

Age 60 or over
6Age 59 or over but less than age 60
8Age 58 or over but less than age 59 12Age 57 or over but less than age 58 16Age 55 or over but less than age 57 20

Section 102(f) of the bill amends section 1886(b) of the Act by de-
leting paragraph (6), which provides for the reduction of Medicare
payments to hospitals for inpatiant hospital services in the case of
certain hospitals which terminate Social Security coverage of their
employees. Subsection (f) is effective for cost reporting periods be-
ginning on or after October 1, 1982.
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Section 103. Duration of agreements for coverage for State and local
employees

Section 103(a) of the bill replaces section 218(g) of the Social Se-
curity Act, which permits States to terminate Social Security cov-
erage for groups of State and local employees and prevents termi-
nated groups from becoming covered again, with a new section
218(g). Under the new section 218(g), Social Security coverage pro-
vided under a State's agreement with the Secretary may not be ter-
minated, and previously terminated groups are permitted to again
be covered under Social Security.

Section 103(b) provides that the new section 218(g) applies to all
current and future coverage agreements (Or modifications of agree-
ments) between the States and the Secretary. It also provides that
the new section 218(g) shall apply without regard to whether a
notice of intent to terminate coverage has been filed by a State
with respect to any group of State of local employees.

Section 111. Shift cost of living adjustments to calendar year basis
Section 111 of the bill amends section 215(i) of the Social Security

Act to provide that after 1982, the automatic cost-of-living adjust-
ments (COLA) provided for in this section shall be made on a calen-
dar year basis (making the increase effective for December payable
in January, rather than effective for June payable in July of each
year) and that for COLAs effective after 1983, the period for meas-
uring the increase in the Consumer Price Index (CPI) shall be shift-
ed from a first-quarter to first-quarter measure to a third-quarter
to third-quarter measure.

Section 111(a)(1) of the bill amends section 215(i)(1)(A) of the Act
to provide that for years after 1982 a base quarter for measuring
an automatic increase in the CPI will end with the calendar quar-
ter ending on September 30, rather than March 31.

Section 111(a)(2) of the bill amends section 215(i)(2)(A)(ii) of the
Act to change the effective date of an automatic cost-of-living bene-
fit increase from June to December of any year in which the Secre-
t.ary determines a cost-of-living adjustment is required.

Section 111(a)(3) of the bill makes a conforming effective date
amendment in section 215(i)(2)(A)(iii) of the Act, which provides
that automatic increases in a year are applicable to primary insur-
ance amounts computed or recomputed in that year regardless of
when entitlement began in that year, to conform with section
111(a)(2) of the bill.

Section i11(a)(4) of the bill section 215(i)(2)(B) of the Act to con-
form with the effective month provided in section 111(a)(2) of the
bill.

Section 111(b)(1) of the bill amends section 215(i)(4) of the Act,
which requires the Secretary, after a COLA has been determined,
to publish in the Federal Register revisions of the table of benefits
under the law in effect in December 1978, to provide that such
tables will be revised as required by section 111(a)(2) of the bill.

Section 111(b)(2) of the bill amends section 215(i) of the Act as in
effect in December 1978 (provisions affecting those not covered by
wage indexing) and as applied in certain cases after 1978 (cases
computed under transitional provisions) to conform with the third
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quarter measuring period and the December effective date provi-
sions of sections 111(a)(1) and 111(a)(2) of of the bill.

Section 111(c) of the bill amends sections 203(f)(8)(A), the auto-
matic adjustment of the retirement test, 230(a), the automatic ad-
justment of the contribution and benefit base, and 202(m), the sole
survivor minimum benefit provision (as it applies in certain cases
by reason of section 2 of P.L. 97—123 relating to the minimum bene-
fit for those eligible before 1982) to conform with the provisions of
section 111(a)(2) of the bill.

Section 111(d) of the bill provides that the amendments made by
this section will apply to cost-of-living adjustments for years after
1982; except that the change in the period for measuring the in-
crease in the CPI made by subsections (a)(1) and (b)(2XA) will apply
only to cost-of-living adjustments for years after 1983.

Section 111(e) of the bill provides that, notwithstanding any
other provision in section 215(i) of the Act, the base quarter in 1983
will be a cost-of-living computation quarter even if the CPI has not
increased by at least 3 percent since the last prior cost-of-living
computation quarter. This amendment would ensure that a benefit
increase would be payable effective December 1983.

Section 11k?. Cost-of-living increases to be based on either wages or
prices (whichever is lower) when balance in OASDI trust funds
falls below specified level

Section 112 of the bill provides that, beginning in 1988, in any
year when the ratio of the combined OASDI trust funds balance to
estimated outgo is less than 20 percent, the automatic cost-of-living
increase for that year will be based on the lower of the increase in
prices or the increase in wages. The section also provides that,
when the combined OASDI trust fund ratio reaches 32 percent, a
catchup benefit increase will be made to take account of prior in-
creases that were based on less than the increase in prices.

Section 112(a) of the bill amends section 215(i)(1)(B) of the Social
Security Act by changing the definition of a cost-of-living computa-
tion quarter to take account of the possibility of benefit increases
based on wages. The new provision specifies that a cost-of-living
computation quarter will be a quarter in which the "applicable in-
crease percentage" (defined in a new subparagraph (C)) is 3 percent
or more.

Section 112(a) of the bill also redesignates subparagraph (C) as
subparagraph (H) and adds five new subparagraphs to section
215(i)(1) of the Act:

New subparagraph (C) defines applicable increase percentage as
the lower of the CPI increase percentage or the wage increase per-
centage for any year after 1987 when the combined OASDI trust
fund ratio is less than 20 percent and as the Consumer Price Index
(CPI) increase percentage for any other year.

New subparagraph (D) defines the CPJ increase percentage as
the percentage (rounded to the nearest tenth) by which the CPI for
the current base quarter (Or cost-of-living computation quarter) e-
ceeds that index for the most recent prior quarter which was a
cost-of-living computation quarter (or was a base quarter in a year
when a general benefit increase was paid).
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New subparagraph (E) defines wage increase percentage as the
percentage (rounded to the nearest tenth) by which the SSA aver-
age wage index for the year preceding the current year exceeds
that index for the year preceding the most recent prior year which
included a cost-of-living computation quarter (or was a year in
which a general benefit increase was paid).

New subparagraph (F) defines OASDI fund ratio for a calendar
year as the combined balance in the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance Trust
Fund, reduced by the outstanding amount of any loans (including
interest) made to either fund from the Federal Hospital Insurance
Trust Fund, at the beginning of that calendar year to the total
amount which will be paid from such funds during that year, ex-
cluding repayment of (and interest on) loans from the Federal Hos-
pital Insurance Trust Fund and transfer payments between those
funds, and reducing any transfers to the Railroad Retirement Ac-
count by the amount of any transfers into those funds from that
account.

New subparagraph (G) defines SSA average wage index as the
average of the total wages reported to the Secretary of the Treas-
ury for the preceding calandar year as determined for purposes of
indexing earnings under section 215(b) of the Act.

Section 112(b) of the bill amends section 215(i)(2)(A)(ii) of the Act
so that the percentage increase determined under the preceding
section will be applied when determining the amount of the auto-
matic benefit increase.

Section 112(c) of the bill amends section 215(i) of the act by
adding a new paragraph (5), which provides for an additional per-
centage increase in certain years. An additional percentage in-
crease will be determined when the OASDI fund ratio is over 32
percent and a prior automatic benefit increase had been paid under
section 215(i) based on the wage increase percentage rather than
the CP increase percentage or no increase had been paid because
the wage increase percentage was less than 3 percent. The addi-
tional percentage increase is defined as the difference between the
compounded benefit increases that would have been paid if all in-
creases had been based on the CPI increase percentage and the
compounded percentage increases that were actually paid. Such in-
creases will be measured over the period beginning with the calen-
dar year in which the worker initially became eligible for an old-
age or disability insurance benefit, or died before becoming so eligi-
ble, and ending with the year in which the increase is due. (In the
case of benefits under sections 227 and 228, however, the period
begins with the year the person first became entitled to such bene-
fits.) The Secretary will reduce the amount of the additional per-
centage increase, if necessary, to assure that the fund ratio will
remain at or above 32 percent through the end of the following
year. Any additional percentage increase that is paid will be treat-
ed as part of the regular cost-of-living increase for that year.

Section 112(d)(1) of the bill amends section 215(i)(2)(C) of the Act
by adding a new clause (iii), which provides that the Secretary
must determine and promulgate the OASDI fund ratio and the
SSA wage index by November 1 of each year and include those
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amounts in any notification made under clause (i) and any determi-
nation published under subparagraph (D).

Section 112(d)(2) of the bill amends section 215(i)(4) of the Act by
providing that the new method of determining the percentage in-
crease will apply to benefit amounts determined under this subsec-
tion as in effect in December 1978.

Section 112(e) of the bill provides that the amendments made by
this section apply to monthly benefits for months after December
1987.

Section 112(f) of the bill provides a special method for determin-
ing the OASDI fund ratio for calendar year 1988. The OASDI trust
fund balance used in determining the OASDI fund ratio for that
year will be the estimated combined balance of the funds at the
close of that year, rather than at the beginning.

Section 113. Elimination of windfall benefits for individuals receiv-
ing pensions from noncovered employment

Section 113 of the bill changes the benefit formula used in com-
puting a worker's old-age or disability insurance benefits if the
worker receives an annuity based in whole, or in part, on nonco-
vered employment.

Section 113(a) of the bill amends section 2 15(a) of the Social Secu-
rity Act by adding a new paragraph (7), which provides, in subpara-
graph (A), that an individual's primary insurance amount (PIA)
will be computed under the special rules set out in subparagraph
(B) if (1) the worker's PIA would be computed under paragraph (1)
of section 215(a)—that is, under the wage indexing or special mini-
mum PIA provisions, (2) the worker attains age 62 or becomes dis-
abled after 1985 and (3) that worker is entitled to a periodic annu-
ity based in whole, or in part, on noncovered employment. This
special PIA, which will be computed with respect to the initial
month the worker becomes eligible for Social Security benefits, will
only apply during the worker's concurrent entitlement to such pe-
riodic annuity and to either old-age or disability insurance benefits.
There is an exception that precludes an individual's PIA from
being computed under this paragraph if he receives a periodic an-
nuity based in part on Federal employment before 1971 that was
covered under Social Security.

Subparagraph (B) of the new paragraph (7) provides that the PIA
in the cases set out in subparagraph (A) will first be computed
under the preceding paragraphs of section 215(a) of the Act, except
that a factor of 61 percent will apply to the lowest band of AIME
in the benefit formula (rather than 90 percent). There will be a
guarantee, which will help workers with relatively low periodic an-
nuities, that the reduction will not exceed one-half of the periodic
annuity. This alternative guarantee PIA equals the PIA that would
be computed under section 2 15(a) of the Act as though the individu-
al did not receive an annuity based on noncovered employment, re-
duced by 50 percent of the annuity. For these purposes, the amount
of the annuity is the amount payable to the individual when he
first becomes eligible for Social Security benefits, regardless of the
amount of the annuity he actually receives at entitlement or there-
after. Also, the amount of the annuity will be that portion of the
annuity attributable to noncovered service, with such attribution
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being based on the proportionate number of years of noncovered
service. If the PIA is computed under these special provisions, it
will be deemed to be computed under paragraph (1) of section
215(a) of the Act for purposes of applying other provisions of title II
of the Act.

Subparagraph (C) of the new paragraph (7) contains rules for
dealing with a range of special cases of annuities based on nonco-
vered employment. Clause (i) of the new subsection (aX7)(C) states
that if the annuity is paid other than monthly, it will be allocated
on a monthly basis for purposes of the previously described PIA
computation.

Clause (ii) of the new subsection (a)(7)(C) states that if the benefi-
ciary has elected a reduced annuity so as to provide for his survi-
vors, the amount used in the PIA computation will be that of the
unreduced annuity.

Clause (iii) of the new subsection (a)(7)(C) states that if eligibility
for the annuity begins in a month subsequent to the month in
which the worker becomes eligible for old-age or disability insur-
ance benefits, his PIA will be computed using the amount of the
annuity for the first month in which it could become payable.

Clause (iv) of the new subsection (a)(7)(C) states that, for purposes
of paragraph (7), the definition of periodic annuity includes a lump
sum payment if it is a commutation of, or substitute for, a periodic
annuity.

Section 113(b) of the bill amends section 215(d) of the Act by
adding a new paragraph (5) that provides special PIA computation
rules for a worker who meets the criteria set out in the new para-
graph (7)(A) of section 215(a) of the Act, except that his PIA is not
computed under paragraph (1) of section 215(a) by reason of para-
graph (4)(B)(ii)—that is, he had substantial earnings before 1950
and qualifies for an "old-start" computation under the 1939 Social
Security Act provisions, as amended. The PIA in such cases will
equal the old-start PIA computed under section 215(d) of the Act as
though the worker did not receive an annuity based on noncovered
employment, reduced by the smaller of: (1) one-half of the old-start
PIA or (2) one-half of the periodic annuity. In determining the
amount of the annuity for this purpose, the same rules apply as in
the new section 215(a)(7)(B) of the Act. The exception provided in
the new section 215(a)(7)(A) also applies.

Section 113(c) of the bill amends section 215(0 of the Act by
adding a new paragraph (9), which provides, in subparagraph (A),
that if the worker becomes entitled to a periodic annuity based on
noncovered employment in a month subsequent to his entitlement
to old-age or disability insurance benefits, then that benefit will be
recomputed effective with the first month of concurrent entitle-
ment to that Social Security benefit and the periodic annuity.

Subparagraph (B) of the new section 215(0(9) provides that if a
PIA is increased because of the additional earnings of an old-age or
disability insurance beneficiary, the increase is to be computed as
though the individua! were not encitled to an annuity from nonco-
verea employment. That is, be will receive the full benefit of the
increase. Also, if the individual dies, the PIA will be recomputed
without regard to the annuity, so that his survivors will receive
survivor benefits that are not reduced because of the annuity.
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Section 113(d) of the bill provides conforming changes to sections
202(e)(2) and 202(0(3) of the Act to include references to the new
section 215(f)(9)(B) of the Act.

Section 114. Increase in old-age insurance benefit amounts on ac-
count of delayed retirement

Section 114 of the bill would gradually increase the delayed re-
tirement credit (DRC), which is payable to workers who delay re-
tirement past age 65 and up to age 70 , from 3 percent per year for
workers age 65 in 1989 to 8 percent per year for workers age 65
after 2007.

Section 114(a) of the bill amends section 202(w)(1)(A) of the Social
Security Act to replace the present language, which specifies the
amount by which an old-age benefit is increased for certain groups
of workers who delay retirement, with language that specifies that
this amount now will be determined under the new paragraph (6).

Section 114(b) of the bill further amends section 202(w) of the Act
by adding a new paragraph (6), which specifies that the amount by
which an old-age benefit will be increased for each month of de-
layed retirement is (1) one-twelfth of 1 percent for workers who
become eligible for monthly benefits before 1979, the same as
under present law, (2) one-fourth of 1 percent for workers who
become eligible after 1978 and before 1987, and (3) a percentage
gradually increasing by one-twenty-fourth of 1 percent every other
year so that it rises from seven-twenty-fourths of 1 percent for
workers who become eligible in 1987 to two-thirds of 1 percent for
workers who become eligible after 2004.

Section 121. Taxation of social security and railroad benefits
Section 121 of the bill provides for assessing income taxes in cer-

tain cases on monthly benefits under title II of the Social Security
Act and on tier 1 monthly benefits under the Railroad Retirement
Act. Benefits shall be included in taxable income for taxpayers,
whose adjusted gross income (under current law) combined with
one-half of their Social Security or tier 1 railroad benefits exceeds
$25,000 for a single taxpayer, $32,000 for a married couple filing
jointly or $0 for a married couple filing separately. In such cases,
this section provides that taxable income shall be the lesser of one-
half of (1) the designated benefits or (2) the amount by which ad-
justed gross income (under current Internal Revenue Code) plus
one-half of the benefits exceeds specified base amounts. This sec-
tion also contains special rules to provide for treatment of overpay-
ments and retroactive payments. In addition, this section requires
that: beneficiaries and the IRS be provided annual statements of
benefit payments; half of benefits received by nonresident aliens be
subject to income taxes and that such taxes be withheld from bene-
fits payable; and benefits subject to taxation include the portion of
any workmen's compensation payments that serve to reduce a tax-
payer's Social Security benefits.

Section 333 of the bill reduces the age beyond which no DRCs can be earned from 72 to 70.
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General rule
Section 121(a) of the bill amends part II of subchapter B of chap-

ter 1 of the Internal Revenue Code of 1954 by redesignating section
86 as section 87 and inserting a new section 86 to provide for the
inclusion of a part of Social Security benefits in gross income for
income tax purposes.

The new sections 86(a) and 86(b) of the Code as amended provide
that gross income for a taxable year includes the lesser of one-half
of Social Security benefits received or one-half of the amount by
which the sum of adjusted gross income (under current law) plus
one-half of Social Security benefits exceeds the base amounts speci-
fied in subsection (c).

Section 86(c) provides that the base amount shall be $25,000 for a
single individual, $32,000 for a couple filing jointly, and zero for a
married taxpayer who does not file a joint return and who does not
live apart from his spouse throughout the taxable year.

Section 86(d) defines the term "Social Security benefit," provides
special rules for treatment of overpayment refunds and makes pro-
visions to take account of Social Security benefit reductions due to
the receipt of workmen's compensation benefits.

Paragraph (1) of the new section 86(d) defines the term "Social
Security benefit" as any amounts received by reason of entitlement
to (A) monthly benefits under title II of the Social Security Act and
(B) tier 1 railroad benefits.

Paragraph (2) of the new section 86(d) provides the amount of
benefits received for a taxable year shall be reduced by the amount
of any repayment by the taxpayer of benefits previously received.
The paragraph further provides that any tax reduction allowable
under section 165 of the Code for repayment of benefits shall be
limited to the amount by which any repayment of benefits previ-
ously received exceeds the amount of benefits received during the
taxable year.

Paragraph (3) of the new section 86(d) provides that the term
"Social Security benefit" shall include workmen's compensation
benefits to the extent such benefits cause a reduction in Social Se-
curity benefits in the taxable year.

Paragraph (4) defines the term "tier 1 railroad benefit" as a
monthly benefit under section 3(a), 4(a) or 4(f) of the Railroad Re-
tirement Act of 1974 (determined by taking into account sections
204(a)(1), 206(1) and 207(1) of Public Law 93—445).

Subsection (e) of the new section 86 provides a limitation on the
amount of Social Security benefits includable in taxable income for
any tax year in which a taxpayer receives a lump-sum payment of
benefits, any part of which is attributable to prior taxable years.
This subsection also defines the taxable year to which a Social Se-
curity benefit is attributable, authorizes the Secretary of the Treas-
ury to establish the time and manner by which a taxpayer may
elect to attribute lump-sum payment to prior tax years and pro-
vides restrictions on the revocation by a taxpayer of an election to
determine taxable income as provided under this subsection.

Paragraph 1 of the new subsection (e) provides that (A) if any
portion of a lump-sum payment of Social Security benefits received
during a taxable year is attributable to prior taxable years and (B)
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the taxpayer makes an election under the new subsection (e), then
the amount of such portion includable in gross income for such tax-
able year shall not exceed the sum of the increases in gross income,
if any, for such prior taxable years that would result from taking
such portion into account in the taxable years to which it is attrib-
utable.

Paragraph (2)(A) of the new subsection (e) provides that a Social
Security benefit shall be attributable to the taxable year in which
the generally applicable payment date for such benefit occurred.
Paragraph (2)(B) authorizes the Secretary of the Treasury to pre-
scribe by regulations the time and manner for making an election
under the new subsection (e)(1) and further provides that an elec-
tion made under this subsection may be revoked only with the con-
sent of the Secretary of the Treasury.

The new section 86(f) of the Code provides that Social Security
benefits shall be treated as pensions and annuities for purposes of
sections 43(c)(2), 219(0(1), 221(b)(2), and 911(b)(1) of the Internal Rev-
enue Code. These sections deal respectively with earned income tax
credit for low income workers, retirement savings contributions,
deductions for two-earner married couples, and exclusion of foreign
earned income.

Information reporting
Section 121(b) of the bill amends subpart B of part II of sub-

chapter A of chapter 6 of the Internal Revenue Code to include a
new section, designated section 6050F, to provide that appropriate
Federal officials issue annual reports to the Secretary of the Treas-
ury and to all Social Security beneficiaries and Railroad Retire-
ment annuitants setting forth the amount of benefits paid each
such beneficiary in the calendar year, the amount of any benefits
repaid by the individual during the year, and the amount of reduc-
tion in any Social Security benefits on account of workmen's com-
pensation benefits.

The new section 6050F(a) of the Code requires the appropriate
Federal official to make a report to the Secretary of the Treasury
showing the aggregate amount of benefits paid to any individual
during the calendar year, the aggregate amount of benefits repaid
by such individual during, such calendar year, the amount of reduc-
tions incurred by such individual due to reductions in Social Secu-
rity benefits on account of workmen's compensation, and the name
and address of the beneficiary.

The new section 6050F(b) of the Code requires the reporting offi-
cial to furnish by January 31 of each year, to each individual
whose name is set forth in any report under subsection (a), a writ-
ten statement showing the name of the agency making the pay-
ments and the aggregate amount of benefit payments, and any re-
payments and reductions with respect to the individual during the
prior calendar year.

The new section 6050(c) defines "appropriate Federal official" as
the Secretary of Health and Human Services in the case of month-
ly benefit payments under title II of the Social Security Act and as
the Railroad Retirement Board in the case of monthly benefit pay-
ments under the Railroad Retirement Act of 1974. The subsection
also provides that for purposes of section 6050F of the Code, the
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term "Social Security benefit" has the meaning given it by section
86(d)(1) of the Code as amended.

Treatment of nonresident aliens
Section 121(c) of the bill amends the Internal Revenue Code to

provide for the taxation of Social Security benefits paid to nonresi-
dent aliens, for the withholding of income taxes from Social Secu-
rity benefits paid to nonresident aliens and for disclosure by the In-
ternal Revenue Service to the Social Security Administration and
the Railroad Retirement Board of the name, address, citizenship
and resident status of any individual for the purpose of administer-
ing this subsection.

Paragraph 1 of section 121(c) amends section 871(a) of the Code
by adding a new paragraph to provide that, for nonresident aliens,
one-half of Social Security benefits, as defined in section 86(d), be
included in gross income, but that section 86 shall not otherwise
apply.

Paragraph (2) of section 121(c) amends section 1441 of the Code
by adding a new subsection to provide, with respect to the with-
holding of tax on nonresident aliens, a cross reference to section
871(a)(3) of such Code.

Paragraph (3) of section 121(c) amends section 6103(h) of the Code
by adding a new paragraph to authorize the Secretary of the Treas-
ury, upon written request, to disclose information from the master
files of the Internal Revenue Service concerning the address, the
resident status and the citizenship of an individual to the Social Se-
curity Administration and the Railroad Retirement Board for pur-
poses of carrying out the withholding provisions of section 121(c)(1)
of the bill. This paragraph also makes a conforming amendment to
paragraph (4) of section 6103(p) of the Code.

Social Security benefits treated as United States source
Section 121(d) of the bill amends section 86(a) of the IRC by

adding a new paragraph to provide that Social Security benefits, as
defined in section 86(d), be treated as income from sources within
the United States.

Transfer to trust funds
Section 121(e) of the bill provides for determining tax liability at-

tributable to this section, appropriating estimated tax liability to
the Federal Old-Age and Survivors Insurance Trust Fund, the Fed-
eral Disability Insurance Trust Fund and the Railroad Retirement
Account and issuing reports with respect to the operation of this
section.

Paragraph (1) of section 121(e) of the bill provides that there
shall be appropriated to each payor fund amounts equivalent to the
aggregate increase in tax liabilities under chapter 1 of the Code
which is attributable to the application of sections 86 and 87(a)(3) of
such Code (as amended by the bill) to payments from such payor
fund.

Paragraph (2) of section 121(e) of the bill provides that amounts
appropriated to each payor fund shall be transferred at least once
a quarter based on estimates of the amounts referred to in para-
graph (1) and that any such quarterly payment shall be made on
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the first day of such quarter and shall take into account taxes at-
tributable to Social Security benefits estimated to be received
during such quarter. This paragraph also provides that proper ad-
justments are to be made in the transferred amounts to the extent
prior estimates were greater or less than the amounts required to
be transferred.

Paragraph (3) of section 121(e) of the bill defines the term "payor
fund" as any trust fund or account from which payments of Social
Security benefits are made and defines "Social Security benefits"
as having the same meaning as in section 86(d)(1) of the Code as
amended by the bill.

Paragraph (4) of section 121(e) of the bill requires the Secretary
of the Treasury to submit annual reports to the Congress, the Sec-
retary of Health and Human Services and the Railroad Retirement
Board showing the transfers made to each fund during the year,
the methodology used in determining the amounts transferred and
the anticipated operation of this subsection during the next 5
years.

Technical amendments
Section 121(0(1) amends section 85(a) of the Code to provide that

Social Security benefits be excluded from adjusted gross income
for purposes of calculating the amount of unemployment benefits
to be included in taxable income.

Section 121(0(2) makes a conforming amendment to subsection
(B) of section 128(c)(3) of the Code (as in effect for taxable years be-
ginning after December 31, 1984), concerning depository institution
tax-exempt savings certificates.

Paragraphs (3) and (4) of section 121(0 amend the tables of sec-
tions for part II of subchapter B of chapter 1 and for subpart B of
part III of subchapter A of chapter 61 of the Code to take account
of redesignated and new sections.

Effective dates
Paragraph (1) of section 121(g) provides that, except as provided

in paragraph (2), the amendments made by this section shall apply
to benefits received after December 31, 1983, in taxable years
ending after such date.

Paragraph (2) section 121(g) provides that the amendments made
by this section shall not apply to any portion of a lump-sum pay-
ment of Social Security benefits received after December 31, 1983,
if the generally applicable payment date for such portion was
before January 1, 1984.

Section 122. Credit for the elderly and the permanently and totally
disabled

Section 122 of the bill amends section 37 of the Internal Revenue
Code and repeals Code section 105(d). Section 122(a) amends section
37 to provide an income tax credit for the elderly and permanently
and totally disabled.

Section 37(a) provides a general rule that a qualified individual
shall be allowed as a credit against the tax imposed by Chapter 1 of
the Internal Revenue Code for the taxable year an amount equal to
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15 percent of the individual's "section 37 amount" (base amount)
for the taxable year.

Section 37(b) defines qualified individual to mean any individual
who (1) has attained age 65 before the close of the taxable year or
(2) who has retired on disability before the close of the taxable year
and who, when he retired, was permanently and totally disabled.

Section 37(c) provides that an individual's section 37 amount will
be an initial amount of $5,000 in the case of a single individual or a
joint return where only one spouse is a qualifed individual, $7,500
in the case of a joint return where both spouses are qualified indi-
viduals, or $3,750 in the case of a married individual ffling a sepa-
rate return. In the case of a qualified individual who has not
reach6d age 65 before the close of the taxable year, the initial
amount generally cannot exceed the disability income for the tax-
able year. The limitation to disability income is modified in the
case of a joint return where both spouses are qualified individuals
and at least one spouse has not reached age 65 at the close of the
taxable year. If both spouses have not reached age 65 before the
close of the taxable year, the initial amount is limited to the sum
of both spouses' disability income. If one spouse has reached age 65
before the close of the taxable year, the initial amount is limited to
$5,000 plus the disability income for the year of the spouse below
age 65.

Section 37(c) defines disability income to mean the aggregate
amount includible in the gross income of the individual for the tax-
able year under Code sections 72 (annuities; certain proceeds of en-
dowment and life insurance contracts) or 105(a) (accident and
health plan amounts attributable to employer contributions) to the
extent such amount constitutes wages (Or payment in lieu of wages)
for the period during which the individual is absent from work on
account of permanent and total disability.

Paragraph (3) of section 37(c) provides for reductions in the ini-
tial amount. The initial amount is reduced by any amounts re-
ceived as a pension or annuity or as a disability benefit under Title
II of the Social Security Act, under the Railroad Retirement Act of
1974, or otherwise excluded from gross income (with certain excep-
tions). No reduction in the initial amount is made for any amount
excluded from gross income under Code sections 72 (relating to an-
nuities), 101 (relating to life insurance proceeds), 104 (relating to
compensation for injuries or sickness), 105 (relating to amounts re-
ceived under accident and health plans), 120 (relating to amounts
received under qualified group legal services plans), 402 (relating to
taxability of beneficiary of employees' trust), 403 (relating to tax-
ation of employer annuities), or 405 (relating to qualified bond pur-
chase plans). For purposes of the reduction, any amount treated as
a social security benefit under Code section 86(d)(3) is treated as a
disability benefit received under Title II of the Social Security Act.

Paragraph (1) of section 37(d) provides that the section 37
amount is reduced by one-half of the taxpayer's adjusted gross
income in excess of $7,500 in the case of a single individual, $10,000
in the case of a joint return, or $5,000 in the case of a married indi-
vidual filing a separate return.
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Paragraph (2) of section 37(d) provides that the amount of the
credit will not exceed the amount of tax imposed on the taxpayer
under Chapter 1.

Paragraph (1) of section 37(e) requires that except in the case of a
husband and wife who live apart at all times during the taxable
year, if the taxpayer is married at the close of the taxable year, the
credit is allowed only if the taxpayer and spouse file a joint return
for the taxable year.

Paragraph (2) of section 37(e) provides that marital status is to be
determined under Code section 143.

Paragraph (3) of section 37(e) provides that an individual is per-
manently and totally disabled if he is unable to engage in any sub-
stantial 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 continu-
ous period of not less than 12 months. An individual shall not be
considered to be permanently and totally disabled unless he fur-
nishes proof of the existence of the disability in such form and
manner, and at such times, as the Secretary of the Treasury may
require.

section 37(f) provides that no tax credit for the elderly and the
permanently and totally disabled will be allowed to any nonresi-
dent alien.

Section 122(b) of the bill repeals Code section 105(d) which has
provided an exclusion for certain disability income.

Section 122(c) of the bill makes conforming amendments to the
Internal Revenue Code to reflect the revisions in the tax credit and
repeal of the disability exclusion.

Effective dates
Paragraph (1) of section 122(d) provides that, except as provided

in paragraph (2), the amendments made by this section shall apply
to taxable years beginning after December 31, 1983.

Paragraph (2) of section 122(d) provides as a transitional rule that,
if an individual's annuity starting date was deferred under Inter-
nal Revenue Code section 105(d)(6) (as in effect on the day before
the date of the enactment of this section), the deferral will end on
the first day of the individual's first taxable year beginning after
December 31, 1983.

Section 123. Acceleration of increases in FICA taxes; 1984 employee
tax credit

Section 123(a) of the bill amends sections 3101(a) and 3111(a) of
the Internal Revenue Code of 1954 to provide a new schedule of tax
rates for employees and employers, each, for purposes of old-age,
survivors and disability insurance (OASDI).

Under present law, the OASDI tax rate schedule for employees
and employers, each, is as follows:
Calendar years: Percent

1984 5.4
1985—1989 5.7
1990 and after 6.2

Under the bill, the tax rates for employees and employers, each,
for OA5DI are as follows:
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Calendar years: Peent
1984—1987 5.70
1988—1989 6.06
1990 and after 6.20

See section 202 for tax rate for OASDI for calendar years afer
2014.

Section 123(b) of the bill provides a credit for employees against
OASDI and Railroad Retirement Tier 1 employee taxes for 1984 of
an amount equal to three-tenths of 1 percent of the individual's
wages for 1984.

Section 123(b)(1) adds a new section to the Internal Revenue
Code, designated as section 3510. Subsection (a) of such new section
provides a general rule for allowing the credit.

The new subsection 3510(b) provides that the credit provided
shall be taken into account in determining the amount of tax de-
ducted from the employee's wages.

The new subsection 3510(c) defines "wages" to mean the same as
provided in section 3121(a) of the Internal Revenue Code.

The new subsection 3510(d) provides that, for purposes of deter-
mining amounts equivalent to the tax imposed by section 3101(a) of
the Internal Revenue Code with respect to remuneration which (1)
is covered by an agreement under section 218 of the Social Security
Act (relating to coverage agreements with State and local govern-
ments) and (2) is paid during 1984, the credit shall be taken into
account.

The new subsection 3510(e) provides for a similar credit against
railroad retirement employee and employer representative taxes.

Paragraph (1) of the new subsection 3510(e) provides for allowing
as a credit against the taxes imposed by section 3201(a) and 321 1(a)
of the Internal Revenue Code on compensation paid during 1984
and subject to such taxes an amount equal to three-tenths of 1 per-
cent of such compensation.

Paragraph (2) of the new subsection 3510(e) provides that the
credit shall be taken into account in determining the amount of
tax deducted from the employee's wages.

Paragraph (3) of the new subsection 3510(e) defines "compensa-
tion" to mean the same as provided in section 3231(e) of the Inter-
nal Revenue Code.

The new subsection 3510(f) provides that for purposes of subsec-
tion (c) of section 6413 of the Internal Revenue Code (relating to
refunds to employees of excess Social Security taxes withheld), in
determining the amount of the tax imposed by section 3101 or 3201
of the Internal Revenue Code, any such credit shall be taken into
account.

Section 123(b)(2) of the bill amends the table of contents for chap-
ter 25 of the Internal Revenue Code to reflect the credit provided.

Section 123(b)(3) provides that the amendments made by section
123(b) shall be effective with respect to remuneration paid during
1984.

Section 123(b)(4) provides that, for purposes of section 218(h) of
the Social Security Act (relating to deposits to the Social Security
trust funds under voluntary agreements for coverage of State and
local government employees), amounts allowed as a credit pursuant
to the new subsection 3510(d) of the Internal Revenue Code shall be
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treated as amounts received under such an agreement. Section
123(b)(5) provides that, for purposes of subsection (a) of section 15 of
the Railroad Retirement Act of 1974 (relating to maintenance of
the Railroad Retirement Account), amounts allowed as credit pur-
suant to the new subsection 3510(e) of the Internal Revenue Code
shall be treated as amounts covered into the Treasury under sec-
tion 3201(a) (relating tO taxes withheld from wages) of the Internal
Revenue Code.

Section 124. Taxes of self-employment income; 1984 employee equiva-
lent tax credit

Section 124(a) of the bill amends section 1401(a) of the Internal
Revenue Code of 1954 to provide a new schedule of tax rates for
self-employment income for purposes of old-age, survivors and dis-
ability insurance (OASDI) and hospital insurance (HI).

Under present law, the OASDI tax rate schedule for the self-em-
ployed is as follows:
Taxable years beginning after: Percent

1981 (and before 1985) 8.05
1984 (and before 1990) 8.55
1989 9.30

Under the bill, the tax rate on self-employment income for
OASDI are as follows:
Taxable years beginning after: Percent

1983 (and before 1988) 11.40
1987 (and before 1990) 12.12
1989 (and before 2015) 12.40

See section 202 for tax rate for OASDI for taxable years begin-
ning after 2014.

Section 124(a) of the bill also amends section 1401(b) of the Inter-
nal Revenue Code to provide a new schedule of tax rates for self-
employment income for purposes of HI. Under present law, the HI
tax rate schedule for the self-employed is as follows:
Taxable years beginning after: Percent

1980 (and before 1985) 1.30
1984 (and before 1986) 1.35
1985 1.45

Under the bill, the tax rates on self-employment income for HI
are as follows:
Taxable years beginning after: Percent

1983 (and before 1985) 2.60
1984 (and before 1986) 2.70
1985 2.90

Section 124(b) of the bill provides for inserting a new subsection
(c) in section 1401 of the Internal Revenue Code (and redesignating
the current subsection (c) as subsection (d)). The new subsection (c)
provides certain credits against the taxes imposed by section 1401
of the Internal Revenue Code.

Paragraph (1) of the new section 1401(c) provides for a credit
against the taxes imposed by section 1401 for any taxable year in
an amount equal to 1.8 percent (1.9 percent in the case of taxable
years beginning after December 31, 1987) of the self-employment
income for the individual for such taxable year.
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Paragraph (2) of the new section 140 1(c) provides an additional
credit against the taxes imposed by section 1401 for any taxable
year beginning during 1984 in an amount equal to three-tenths of 1
percent of the self-employment income of the individual for such
taxable year.

Section 124(c) of the bill provides, that the amendments made by
this section shall apply to taxable years beginning after December
31, 1983.

Section 125. Allocations to disability insurance trust fund
Section 125(a) of the bill amends section 201(b)(1) of the Social Se-

curity Act which deals with the amount to be allocated and appro-
priated to the Federal Disability Insurance Trust Fund each year.
Under present law, the amounts so allocated and appropriated
with respect to wages paid are as follows:
Calendar years: Percent

1982—84 1.65
1985—89 1.90

1990 and after 2.20

Under the amended section 201(bXl), the amount so allocated
and appropriated will be as follows:
Calendar years: Percent

1983 1.30

1984 0.50
1985—89 1.00

1990 and after 1.20

Section 125(b) of the bill amends section 201(b)(2) of the Act,
which deals with the amount to be allocated and appropriated to
the Federal Disability Insurance Trust Fund each year with re-
spect to self-employment income. Under present law, the amounts
so allocated and appropriated with respect to any self-employment
income reported for a taxable year are as follows:
Taxable years beginning after: Percent

1982 (and before 1985) 1.2375
1984 (and before 1990) 1.4250
1989 1.6500

Under the amended section 201(b)(2), the amounts so allocated
and appropriated will be as follows:
Taxable years beginning after: Percent

1981 (and before 1983) 1.2375
1982 (and before 1984) 0.9375
1982 (and before 1990) 1.0000
1989 1.2000

Section 131. Benefits for surviving divorced spouses and disabled
widows and widowers who remarry

Section 131 of the bill provides that for purposes of determining
an individual's entitlement to survivors benefits under title II of
the Social Security Act, the marriage of a disabled widow(er) and a
divorced disabled widow(er) after attaining age 50, and the mar-
riage of a divorced widow(er) after attaining age 60, shall be
deemed not to have occurred.

Section 131(a) amends section 202(e) of the Social Security Act
(and cross-references thereto) to provide that the marriage of (A) a
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disabled widow or a disabled surviving divorced wife after attaining
age 50 or (B) a widow or surviving divorced wife after attaining age
60 (or after attaining age 50 if, before the marriage, she was enti-
tled to benefits as a disabled widow or disabled surviving divorced
wife), shall be deemed not to have occurred.

Section 131(b) of the bill amends section 202(f) of the Social Secu-
rity Act (and cross-references thereto) to provide that the marriage
of (A) a disabled widower after attaining age 50 or (B) a widower
after attaining age 60 (or after attaining age 50 if, before the mar-
riage, he was entitled to benefits as a disabled widower), shall be
deemed not to have occurred.

Section 131(c) of the bill amends section 202(s) of the Social Secu-
rity Act to delete the provision therein for deeming not to have oc-
curred the marriage of a disabled widower, disabled widow or dis-
abled surviving divorced wife to an individual entitled to child's in-
surance benefits.

Section 131(d) of the bill provides that the amendments made by
this section shall be effective with respect to monthly benefits pay-
able for months after December 1983, except that benefits shall not
be paid to an individual not entitled to such benefits for December
1983 unless proper application therefor is made.

Section 132. Entitlement to divorced spouse benefits before entitle-
ment of insured individual to benefits; exemption of divorced
spouse benefits from deduction on account of work

Section 132 of the bill amends sections 202 and 203 of the Social
Security Act to provide spouse's benefits for a divorced spouse of an
insured individual without regard to whether the individual is enti-
tled to old-age benefits and to exempt a divorced spouse from the
operation of the earnings test as it applies to persons entitled to
benefits on the earnings record of the insured individual.

Section 132(a) of the bill amends section 202(b) of the Act, which
provides benefits for the wife of an old-age beneficiary to add a new
paragraph (5), which provides for the entitlement to, and termina-
tion of, benefits for a divorced wife of an individual who is not enti-
tled to old-age benefits.

The new subparagraph (5)(A) provides that a divorced wife of a
fully insured individual aged 62 or over who is not entitled to old-
age benefits will become entitled to wife's insurance benefits if the
divorced wife meets the requirements set forth in paragraph (1) for
entitlement to benefits as a divorced wife and the divorce from the
former husband has been in effect for at least 2 years. Subpara-
graph (5)(A) also provides that the amount of the benefit payable to
a divorced wife entitled to benefits under this paragraph will be
based on a primary insurance amount established for the insured
nonentitled individual as of the date the divorced wife first be-
comes entitled to benefits.

The new subparagraph (5)(B) provides that, in addition to the ter-
mination events specified for a divorced wife in paragraph (1),
wife's benefits payable to a divorced wife under this paragraph will
terminate with the month before the first month in which the in-
sured individual is no longer fully insured.

Section 132(b) of the bill amends sections 203(b) and 203(d) of the
Act, which provide for deductions on account of work in the United
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States and outside the United States, respectively, to provide that
deductions because of the excess earnings of an individual shall not
be made from the monthly benefits of a divorced spouse entitled to
benefits on that individual's earnings record and that for purposes
of determining deductions on account of such individual's excess
earnings, the benefits of all other persons entitled to benefits on
that individual's earnings record will be determined as if the di-
vorced spouse were not entitled to wife's or husband's benefits on
that wage record. Section 132(b) of the bill also amends section
203(0 of the Act, which specifies to which months deductions on ac-
count of excess earnings are to be charged, to exclude divorced
spouses entitled to benefits on the wages of an entitled individual
or nonentitled insured individual.

Section 132(c) of the bill provides that subsection (a) will apply
with respect to monthly benefits payable for months after Decem-
ber 1984 on the basis of applications filed on or after January 1,
1985, and subsection (b)will apply with respect to monthly benefits
for months after December 1984.

Section 133. Indexing of deferred surviving spouse's benefits to
recent wage levels

Section 133 of the the bill amends section 202 (e) and (0 of the
Social Security Act, which provide benefits for aged and disabled
widows and widowers, respectively. The bill provides that in com-
puting benefits for a surviving spouse of a worker who dies before
reaching age 62, the worker's earnings will be indexed based on the
year the surviving spouse becomes eligible for benefits if this re-
sults in a higher benefit than the current method of indexing the
earnings based on the year the worker died.

Section 133(a)(1) of the the bill amends section 202(e)(2) of the Act
by striking out the first sentence of subparagraph (A) and by redes-
ignating the balance of that subparagraph as subparagraph (C) and
by redesignating subparagraph (B) as subparagraph (D).

Section 133(a)(1) of the the bill further amends section 202(e)(2)
by adding a new subparagraph (A), which provides that except
where a reduction for age applies under subsection (q), an offset be-
cause of the receipt of a governmental pension based on work not
covered by Social Security applies under paragraph (8) of this sub-
section, or the limit specified in redesignated subparagraph (D) of
this subsection applies, a monthly widow's insurance benefit will be
equal to the deceased worker's primary insurance amount (PIA) as
determined for purposes of this subsection after application of sub-
paragraphs (B) and (C).

Section 133(a)(1) of the the bill further amends section 202(e)(2) of
the Act by adding a new subparagraph (B). Clause (i) of new sub-
paragraph (B) provides that:

(1) in computing a PIA for purposes of determining a benefit for
a widow, disabled widow, surviving divorced wife, or a disabled sur-
viving divorced wife in the case of a worker who died before reach-
ing age 62 and whose PIA would be computed under section 215 as
in effect after December 1978 using indexed earnings, the formula
to be applied to the average indexed monthly earnings (AIME) will
be the formula that is applicable to workers who initially become



59

eligible for old-age benefits in the second year following the substi-
tute year determined under clause (ii) of this new subparagraph;

(2) the substitute year determined under clause ('1) of this sub-
paragraph will be used as the indexing point when the deceased
worker's AIME is determined under section 215(b); and

(3) the PIA will be increased by cost-of-living adjustments under
section 2 15(i) beginning with the second year after the substitute
year determined under clause (ii) of this subparagraph.

Clause (ii) of new subparagraph (B) provides that the substitute
year will be the earlier of the year the deceased worker attained
age 60, or would have attained age 60 had he lived to that age, the
year the survivor becomes eligible for aged widow's benefits (or the
year the survivor becomes eligible for disabled widow's benefits),
but in no case earlier than the second year before the year the
worker dies.

Clause (iii) of the new subparagraph (B) provides that this new
computation applies only when it results in a PIA that is higher
than the PIA for the deceased individual that is computed under
the regular computation procedures in section 215.

Section 133(a)(2) of the bill further amends section 202(e)(1) to
allow the PIA's referred to in subparagraphs (B) and (C) to also be
considered for purposes of determining entitlement to, or termina-
tion of, widow's insurance benefits.

Section 133(b)(1) of the bill amends section 202(0(3) of the Act by
striking out the first sentence of subparagraph (A) and by redes-
ignating the balance of that subparagraph as subparagraph (C) and
by redesignating subparagraph (B) as subparagraph (D).

Section 133(b)(1) of the bill further amends section 202(0(3) by
adding a new subparagraph (A), which provides that except where
a reduction for age applies under subsection (q), an offset because
of the receipt of a governmental pension based on work not covered
by Social Security applies under paragraph (2) of this subsection, or
the limit specified in redesignated subparagraph (D) of this subsec-
tion applies, a monthly widower's insurance benefit will be equal to
the deceased worker's PIA as determined for purposes of this sub-
section after application of subparagraphs (B) and (C).

Section 133(b)(1) of the bill further amends section 202(0(3) of the
Act by adding a new subparagraph (B). Clause (i) of new subpara-
graph (B) provides that:

(1) in computing a PIA for purposes of determining a benefit for
a widower or disabled widower in the case of a worker who died
before reaching age 62 and whose PIA would be computed under
section 215 as in effect after December 1978 using indexed earn-
ings, the formula to be applied to the average indexed monthly
earnings (AIME) will be the formula that is applicable to workers
who initially become eligible for old-age benefits in the second year
following the substitute year determined under clause (ii) of this
new subparagraph;

(2) the substitute year determined under clause (ii) of this sub-
paragraph will be used as the indexing point when the deceased
worker's AIME is determined under section 215(b); and

(3) the PIA will be increased by cost-of-living adjustments under
section 215(i) beginning with the second year after the substitute
year determined under clause (ii) of this subparagraph.
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Clause (ii) of new subparagraph (B) provides that the substitute
year will be the earlier of the year the deceased worker attained
age 60, or would have attained age 60 has she lived to that age, the
year the survivor becomes eligible for aged widower's benefits (or
the year the survivor becomes eligible for disabled widower's bene-
fits), but in no case earlier than the second year before the year the
worker dies.

Clause (iii) of the new subparagraph (B) provides that this new
computation applies only when it results in a PIA that is higher
than the PIA for the deceased individual that is computed under
the regular computation procedures in section 215.

Section 133(b)(2) of the bill further amends section 202(0(1) to
allow the PIA's referred to in subparagraphs (B) and (C) to also be
considered for purposes of determining entitlement to, or termina-
tion of, widower's insurance benefits.

Section 133(c) of the bill provides that the amendments made by
this section apply with respect to benefits for persons becoming
newly eligible for surviving spouse's benefits after December 1984.

Section 134. Limitation on benefit reduction for early retirement in
case of disabled widows and widowers

Section 134 of the bill raises benefits for disabled widow(er)s enti-
tled before age 60 to the level payable to widow(er)s who become
entitled at age 60, that is, 71.5 percent of the worker's primary in-
surance amount. (Under present law, the benefits for disabled
widow(er)s entitled before age 60 are as low as 50 percent of the
worker's primary insurance amount where entitlement to such
benefits begins at age 50.)

Section 134(a)(1) of the bill amends section 202(q)(1) of the Social
Security Act by repealing the matter following subparagraph
(B)(ii), and subparagraphs (B) and (C) to eliminate the reduction
now made in disabled widow(er)'s benefits for months the widow(er)
is under age 60. The matter that is repealed specified the factor
used in the reduction of benefits for disabled widow(er)s and the
number of months for which the reduction applied when the initial
month of entitlement is a month prior to age 60.

Section 134(a)(2)(A) of the bill restates section 202(q)(6) of the Act
to delete section 202(q)(6)(B) that defines the "additional reduction
period" for disabled widow(er)'s benefits. The period began with the
first month of entitlement or age 50, whichever is later, and ended
at age 60. The remaining portion of 202(q)(6) is restated and redes-
ignated.

Sections 134 (a)(2)(B) and (a)(2)(C) of the bill contain conforming
changes to section 202(q) of the Act to delete references to the re-
pealed section 202(q)(6)(B).

Section 134(a)(3) of the bill amends section 202(q)(7) of the Act to
delete language pertaining to the "additional adjusted reduction
period", applicable in cases where entitlement to widow(er)'s insur-
ance benefits begins prior to age 60.

Section 134(a)(4) of the bill amends section 202(q)(1O) of the Act to
delete references that pertain to the "additional adjusted reduction

• period".
Section 134(b) of the bill amends section 202(m)(2)(B) of the Act

(as applicable after enactment of P.L. 123) by making a conforming
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change to refer to the new section 202(q)(6)(B). (Section 202(m) pro-vides a minimum benefit for certain sole survivors.)
Section 134(c) of the bill makes the provision applicable to bene-

fitspayable to wiow(er)s effective for months after December 1983.
Section 141. Normalized crediting of social security taxes to trustfunds

Section 141 amends section 2Ol(a) of the Social Security Act,
which deals with transfer of Social Security tax income from the
general fund of the Treasury to the trust funds, to provide for
transferring total estimated Social Security tax receipts for each
month from the general fund of the Treasury to the Social Security
trust funds on the first day of the month. Under present law,Social Security taxes are transferred daily throughout the month
on the basis of estimated tax receipts.

Sections l41(a)(1) (A) and (B) amend section 2Ol(a) of the Social
Security Act to provide for such transfers of Social Security taxes
from the general fund to the Federal Old-Age and Survivors Insur-
ance and Federal Disability Insurance Trust Funds.

Paragraph (2) of section l4l(a) of the bill provides that all
amounts transferred to either Trust Fund under the amended sec-
tion 2Ol(a) shall be invested by the Managing Trustee of the Trust
Fund in the same manner and to the same extent as the other
assets of such Trust Fund. Further, such Trust Fund shall pay in-
terest to the general fund of the Treasury on the amount trans-
ferred on the first day of the month at a rate (calculated on a dailybasis, and applied against the difference between the amount sotransferred on such first day and the amount which would have
been transferred to the Trust Fund up to that day under the proce-
dures in effect on January 1, 1983) equal to the rate earned by the
investments of such Fund in the same month under section 202(d).

Sections 141(b) (1) and (2) amend section 1817(a) of the Social Se-
curity Act to make comparable changes with respect to the trans-
fer of taxes (including interest thereon) to the Federal Hospital In-
surance Trust Fund.

Section 141(c) provides that the amendments made by section 141shall become effective on the first day of the month following the
month of enactment.
Section 142. Interfund borrowing extension

Section 142 of the bill provides for authorization of interfund bor-
rowing among the Social Security trust funds for calendar years1983—1987, with provision for repayment of the principal and inter-est of all such loans.

Section 142(a) amends sections 201(1) and 1817(j) of the Secial Se-curity Act to reauthorize interfund borrowing among the FederalOld-Age and Survivors Insurance Trust Fund, the Federal Disabil-ity Insurance Trust Fund and the Federal Hospital Insurance
Trust Fund for 1983—1987. Prior authority for such borrowing ex-pired at the end of 1982.

Section 142(b) further amends sections 201(1) and 1817(j) to pro-vide for repayment of all sums borrowed under this and previous
authorities at the earliest feasible date and in any event no laterthan December 31, 1989.
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Section 143'. Recommendations by boards of trustees to alleviate in-
adequate balances in the social security trust funds

Section 143 adds a new section 709 to title VII of the Social Secu-
rity Act providing for recommendations by the Boards of Trustees
of the Social Security Trust Funds to the Congress to alleviate in-
adequate balances in the trust funds.

The new section 709 provides that if the Board(s) of Trustees of
the Federal Old-Age and Survivors Insurance and Federal Disabil-
ity Insurance Trust Funds, the Federal Hospital Insurance Trust
Fund or the Federal Supplementary Medical Insurance Trust Fund
determine at any time that the balance of such Trust Fund may
become inadequate to assure the timely payment of benefits from
such Trust Fund, the Board(s) shall promptly submit to each House
of the Congress a report setting forth the Board's recommendations
for statutory adjustments affecting the receipts and disbursements
to and from such Trust Fund necessary to alleviate such inadequa-
cy, with due regard to the economic conditions which created such
inadequacy and the amount of time necessary to alleviate such in-
adequacy in a prudent manner.
Section 151. Financing of noncontribu tory military wage credits

Section 151(a) of the bill provides for a lump sum reimbursement
of the Social Security trust funds by the general fund of the Treas-
ury for the cost of past and future Social Security benefits attribut-
able to noncontributory Social Security wage credits for military
service provided under section 217 of the Social Security Act for
the period on or after September 16, 1940 to December 31, 1956.

Section 151(a) of the bill replaces section 217(g) of the Act with a
new section 217(g). (Under the present section 217(g), the Social Se-
curity trust funds are reimbursed by Treasury annually, based on
an amortization schedule, for the cost of additional Social Security
benefits attributable to noncontributory wage credits for military
service for the period from September 16, 1940 to December 31,
1956).

The new section 217(g)(1) provides that within 30 days after en-
actment, the Secretary shall determine the amount equivalent to
the actuarial present value of all past and future OASDHI benefits
and the associated administrative costs (less reimbursement previ-
ously made under subsection (g) as in effect prior to enactment) at-
tributable to the noncontributory wage credits granted as a result
of section 217 of the Act.

The new section 217(g)(1) further provides that in determining
such actuarial present value, the Secretary consider the relevant
assumptions adopted by the Board of Trustees in their 1983 report.
The new section 217(g)(1) also requires the Secretary of the Treas-
ury to transfer to the OASDHI trust funds within 30 days after en-
actment the amount as determined by the Secretary under this
new section.

The new section 217(g)(2) provides that the Secretary would
revise the amount of the lump sum determined under paragraph
(1) in 1985 and every fifth year thereafter in order to make any
necessary adjustments to the prior determinations based on the
actual costs of benefits based on credits granted under section 217
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and to take into account the relevant assumptions adopted by the
Board of Trustees for the year in which the redetermination is
made. Within 30 days after such a revision, the Secretary of the
Treasury is required (to the extent provided in advance by appro-
priation acts) to transfer from the general fund to the OASDHI
trust funds amounts equal to any underpayments as determined by
the Secretary plus amounts equal to the administrative expenses
necessary to carry out the provisions. The trust funds would reim-
burse the general funds for any overpayments.

Section 151(b) of the bill provides for annual reimbursement of
the Social Security trust funds by the general fund of the Treasury
of an amount equal to the value of Social Security employer and
employee taxes which would have been paid on the deemed mili-
tary wage credits provided under section 229 of the Act after 1982
if such credits were wages covered under Social Security. (The
amount equal to the value of Social Security employer and employ-
ee taxes for such credits before 1983 would be reimbursed in a
lump sum payable 30 days after enactment.)

Section 151(b)(1) of the bill replaces section 229(b) of the Act with
a new section 229(b). (Under the present section 229(b) the Social
Security trust funds are reimbursed annually by Treasury, based
on an amortization schedule, for the cost of additional Social Secu-
rity benefits attributable to the deemed wage credits for military
service for the period after 1956.)

The new section 229(b) authorizes annual appropriations on July
1 from the general fund of the Treasury to the OASDHI trust
funds of an amount, as determined by the Secretary, equal to the
value of the OASDHI employer and employee taxes which would
have been imposed if the deemed wage credits provided under sec-
tion 229(a) had been remuneration for employment as defined in
3121(b) of the Internal Revenue Code. The amounts authorized to
be appropriated under section 229(b) shall be based on estimates of
the Secretary as to the military wages deemed to be paid for the
year under 229(a), and such amounts shall be adjusted to the
extent that prior estimates were in excess of or less than actual
deemed military wages.

Section 151(b)(2) of the bill provides that section 151(b)(1) of the
bill shall apply with respect to military wages deemed to have been
paid for calendar years after 1982.

Section 151(b)(3)(A) of the bill requires the Secretary of Health
and Human Services to determine within 30 days after enactment
the additional amounts which would have been appropriated to the
trust funds if OASDHI employer and employee taxes had been im-
posed on the military wages deemed to have been paid under sec..
tion 229(a) for periods before 1983, if those deemed wages had been
remuneration for periods before 1983, if those deemed wages had
been remuneration for employment as defined in section 3121(b) of
the Code, plus the interest which would have been earned by the
trust funds if such taxes had been paid for those deemed wages.

Section 151(b)(3)(B)(i) of the bill requires the Secretary of the
Treasury within 30 days after enactment to transfer to the
OASDHI trust funds an amount equal to the amount determined
under section 151(b)(3)(A) of the bill, less any reimbursement made
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prior to enactment with respect to such military wages deemed to
have paid before 1983.

Section 151(b)(3)(B)(ii) of the bill provides that the Secretary of
Health and Human Services shall revise the amount determined
under section 151(b)(3)(B)(i) of the bill within 1 year after the date
of the transfer based on the actual amount of additional deemed
wages credited under section 229(a) for periods prior to 1983. The
bill requires the Secretary of the Treasury within 30 days after any
such revision to transfer to the trust funds, or from the trust funds
to the general fund of the Treasury, the amounts the Secretary cer-
tifies as necessary to compensate for the revision.

Section 152. Accounting for certain unnegotiated checks for benefits
under the social security program

Section 152 of the bill provides for transferring amounts repre-
senting unnegotiated checks for benefits under title II of the Social
Security Act from the general fund of the Treasury to the Social
Security trust funds.

Section 152(a) amends section 201 of the Social Security Act (as
amended by section 143 of the bill) to provide that the Secretary of
the Treasury (1) shall implement procedures to permit the identifi-
cation of old-age and survivors insurance and disability insurance
benefit checks not presented for payment by the close of the sixth
month after the month they were issued; (2) shall credit the Feder-
al Old-Age and Survivors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund for all benefit checks (including
interest thereon) drawn from such trust funds that are not present-
ed for payment before the close of such sixth month and that have
not previously been credited; (3) shall pay benefit checks presented
for payment after the close of such sixth month and recharge the
appropriate trust fund accordingly; and (4) may, if the Secretary
determines it to be necessary to effect proper payment, cancel any
unnegotiated original benefit check and issue a current benefit
check in lieu thereof.

Section 152(b) provides that the amendments made by section
152(a) shall apply to all title II benefit checks issued on or after the
first day of the 24th month after the month of enactment.

Section 152(c) provides interim procedures for determining the
amounts of and crediting unnegotiated checks pending implemen-
tation of the provisions of section 152(a) and defines unnegotiated
checks under the interim procedures.

Paragraph (1) of the new section 152(c) provides for monthly
transfers from the general fund of the Treasury to the Federal Old-
Age and Survivors Insurance Trust Fund and the Federal Disabil-
ity Insurance Trust Fund of amounts determined by the Secretary
of the Treasury and the Secretary of Health and Human Services
to be unnegotiated checks, including interest thereon. Transfers
under paragraph (1) shall occur in the month following the month
of enactment and in each of the succeeding 30 months, after which
the provisions of section 201 of the Social Security Act as amended
by this section shall become effective.

Paragraph (2) of the new section 152(c) provides that, for pur-
poses of paragraph (1), the term "unnegotiated benefit checks"
means title II benefit checks issued prior to the 24th month after
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enactment that remain unnegotiated more than 6 months after the
month of issuance and that have not perviously been credited to
the Trust Fund on which they were drawn.

B. Additional Provisions Relating to Long-Term Financing of the
Social Security System (Title II)

1. GENERAL DISCUSSION

The long-term deficit in social security financing is the result of
increased numbers of retirees in the next century as the baby-boom
generation retires, of the wage-indexed benefit structure that guar-
antees to future retirees increased real benefits that will reflect
general increases in the standard-of-living over their working ca-
reers and of inadequate long-term funding provided in previous
congressional actions.

The National Commission on Social Security Reform estimated
that the long-range actuarial deficit of the OASDI Trust Funds
over the 75-year valuation period from 1982—2056 would be 1.80
percent of taxable payroll. They estimated that enactment of the
provisions in their "consensus" package would reduce this deficit to
0.58 percent of taxable payroll. While the Commission members
who voted in favor of the "consensus" package agreed that the
long-range deficit should be reduced to approximately zero, they
were unable to agree on a specific recommendation. Some members
favored a proposal to gradually increase the normal retirement age
in the next century and others supported an increase in the contri-
bution rates in 2010.

According to the latest estimates by the Social Security Adminis-
tration's Office of the Actuary (using the anticipated intermediate
IT—B assumptions of the 1983 Trustees Report) the long-range actu-
arial deficit of the OASDI Trust Funds over the period 1983—2057 is
projected to be 2.09 percent of taxable payroll. Your Committee's
bill, exclusive of Title II, would reduce this deficit to 0.68 percent of
taxable payroll.

Your Committee's bill would eliminate the remaining long-range
deficit through a combination of an increase in OASDI taxes and a
gradual change in the benefit formula to slow down the future
growth in real social security benefits. The increases in real bene-
fits graranteed by the current benefit formula can be moderated
without reducing the purchasing power of benefits in the future,
while at the same time assuring beneficiaries and workers that the
cost of the program will not absorb a disproportionate amount of
the nation's wealth as the number of elderly increase.

It should be noted that the cost of the OASDI program as a per-
cent of Gross National Product (GNP) increases over the 75-year
projection period from the present 5.2 percent to around 5.5 per-
cent by 2060, with some fluctuations downward from 1990 to 2010,
followed by an increase to over 6 percent in 2030 and then a gradu-
al decrease through 2060. In contrast, the income to the program
as a percent of GNP declines from the current 4.75 percent to
around 4 percent by 2060, with some increases over the period coin-
ciding with the period of the least cost of the program (1985—2000).
It is therefore clear that one of the major causes of the long-term
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defict is that a relatively steady share of an increasing national
economy is guaranteed for social security benefit payments by the
wage-indexed benefit structure, while a steadily decreasing share of
the GNP is being dedicated to support those benefits.

Under your Committee's bill, workers and beneficiaries would
share responsibility for assuring the long-term solvency of the
social security system through some reduction in future benefit
growth and some increase in taxes after a 25-year period of no tax
increases at all. Those expecting to receive benefits in the next cen-
tury would be assured that the system is solvent, while those who
will be working to support those benefits would have the assurance
that only a modest increase in taxes would be required.

Section 201. Adjustments on OASDI benefit formula
Your Committee's bill provides for reducing initial benefit levels

by approximately 5 percent by decreasing the percentage factors in
the benefit formula by two-thirds of one percent of their present
law value each year for a period of 8 years beginning with the for-
mula applicable for the year 2000.

Under current law, a primary insurance amount is computed for
each worker by first determining an average indexed monthly
earnings (AIME) figure (measured over the working lifetime and
using earnings that are updated to take account of increases in
average wage levels) and multiplying portions of that average by a
series of percentage factors. For those eligible for retirement bene-
fits in 1983, for example, the first $254 of AIME is multiplied by 90
percent, the next $1,274 of AIME multiplied by 32 percent, and all
AIME over $1,528 is multiplied by 15 percent. The dollar figures
($254 and $1,528) in this formula (called bend points) are increased
each year to reflect rising wages, but the percentage factors are
held constant.

Your Committee's bill provides for decreasing the percentage fac-
tors in the formula according to the following schedule:

for initial eiibiIity (or death) •

The applicable percentage

Lip to the first bend
point is—

Between the first
Above the second
bend point is—

1979—99 90.0 32.0 15.0

2000 89.4 31.8 14.9

2001 88.8 31.6 14.8

2002 88.2 31.4 14.7

2003 87.6 31.1 14.6

2004 87.0 30.9 14.5

2005 86,4 30.7 14.4

2006 85.8 30.5 14.3

2007 and after 85.2 30.3 14.2

In addition, your Committee's bill provides for reducing the 61
percent factor, which is a substitute for the 90 percent factor under
the provision to eliminate windfall benefits (section 113 of this bill)
by two-thirds of one percent each year until it ultimately reached
57.7 percent for 2007 and later.
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Reducing the percentage factors in the formula is a more equita-
ble method for reducing benefit levels than altering the bend
points. Reducing the percentage factors applies the reduction in
initial benefit levels equally at all levels of earnings, while the
bend point approach would result in some skewing of the weighting
that presently exists in the formula.

Your Committee's provision is phased in—taking 8 years to real-
ize the full 5 percent reduction in benefit levels and only affecting
newly eligible beneficiaries each year (roughly 4 percent of the
total). Replacement rates for successsive cohorts of newly eligible
beneficiaries decline slightly each year during the phase-in period
and then level off when the proposal is fully effective in 2007. As a
result of the provision, the replacement rate for a steady average-
wage earner will be reduced from 42 percent of AIME to 40 per-
cent. However, using the 1.5 percent real wage growth projected by
the Office of the Actuary under the intermediate IT—B assumptions,
real benefits will continue to increase over successive cohorts of
newly eligible beneficiaries even during the phase-in.
Section 202. Adjustments in OASDI taxes

Your Committee's bill provides for increasing the OASDI tax
rate for employees, employers, and the self-employed in 2015.
OASDI taxes for employees and employers are currently scheduled
to increase to 6.2 percent each effective for 1990 and after. OASDI
taxes for self-employed persons will ultimately reach 12.4 percent
for 1990 and after under section 124 of your Committee's bill.
Under this provision, you Committee's bill provides for increasing
OASDI taxes in 2015 to 6.44 percent for employees and employers
each and to 12.88 percent for the self-employed.

2. SECTION-BY-SECTION EXPLANATION—TITLE II

Section 201. Adjustments in OASDI benefit formula
Section 201 of the bill, once it becomes fully effective in 2007,

will provide for a uniform reduction of initial benefits for newly eli-
gible workers of approximately 5 percent at all earnings levels.

Section 201(a) of the bill amends section 215(a)(1)(A) of the Social
Security Act by providing that the benefit formula factors will be
determined under the new section 215(a)(8), rather than always
being the 90 percent, 32 percent and 15 percent factors currently
specified in this section.

Section 201(b) of the bill amends section 215(a)(7)(B) of the Act (as
added by section 113(a) of this bill) by providing that the first
factor of the benefit formula that is applicable to workers who re-
ceive pensions based on employment that is not covered by Social
Security will be determined under the new section 215(a)(8), rather
than always being 61 percent.

Section 201(c) of the bill adds a new section 215(a)(8) to the Act.
This new paragraph provides a table specifying the benefit formula
factors applicable under section 215(a)(1) as 90 percent, 32 percent
and 15 percent for workers who become eligible for benefits or die
before 2000, and gradually decreasing (at 2/3 percent per year) until
the percentages are 85.2 percent, 30.3 percent, and 14.2 percent, re-
spectively, for workers who become eligible for benefits or die after
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2006. Similarly, the 61 percent factor referred to in section 215(a)(7)
will gradually decrease to 57.7 percent over the same time period.
Section 202. Adjustments in OASDI tax rates

Section 202 amends sections 3101(a), 3111(a) and 1401(a) of the In-
ternal Revenue Code of 1954 to provide for further changes in the
schedule of old-age, survivors and disability insurance (OASDI) tax
rates specified in sections 122 and 123 of the bill for 1990 and after
for employees and employers, each, and for the self-employed.

Subsections (a) and (b) provide further changes in the schedule of
tax rates on wages for 1990 and after for purposes of OASDI.
Under the schedule provided in section 122 of this bill, the OASDI
tax rate for employees and employers, each, for 1990 and after is
6.2 percent. Under this section, the 6.2-percent rate is effective only
through 2014. Beginning in 2015, the tax rate provided under the
bill, as amended by this section, is 6.44 percent, each, for employers
and employees.

Subsection (c) provides further changes in the schedule of tax
rates on self-employment income for 1990 and after for purposes of
OASDI. Under the schedule provided in section 123 of this bill, the
OASDI tax rate for the self-employed for 1990 and after is 12.4 per-
cent. Under this section, the 12.4-percent rate is effective only
through 2014. Beginning in 2015, the tax rate provided under the
bill, as amended by this section, is 12.88 percent for the self-em-
ployed.

The tax-rate schedules for OASDI for employees and employers,
each, and the self-employed, as provided under this section and sec-
tion 123 are shown below.

Employees and Employers, Each
Calendar years: Percent

1984—1987 5.70
1988—1989 6.06
1990—2014 6.20
2015 and after 6.44

Self-Employed
Taxable years beginning after: Percent

1983 (and before 1988) 11.40
1987 (and before 1990) 12.12
1989 (and before 2015) 12.40
2014 12.88

C. Miscellaneous and Technical Provisions (Title III)

1. GENERAL DIscussIoN

A. CASH MANAGEMENT

Section Xl. Float periods
Under current law, social Security benefit checks are issued to

beneficiaries on the third day of each month. Current Treasury
procedures allow a two-day float period before trust fund monies
are actually transferred to the Treasury to pay the checks which
have been issued. No float period is provided for the approximately
one-third of total benefit payments which are deposited directly in
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beneficiaries' banking accounts. Nor is a float period provided for
retroactive benefit adjustment checks issued during the month.

A study recently completed by the Inspector General of the De-
partment of Health and Human Services found that it took an
average 5.2 days for recurring benefit checks to clear the banking
system. Retroactive benefit checks require an average 11.1 days to
be processed. The Inspector General estimated that if a 5 day float
period were provided, interest income to the OASDI funds would be
increased by $91.5 million annually.

Your Committee's bill requires the Secretaries of Treasury and
Health and Human Services to conduct a study consisting of two
separate investigations. The first investigation concerns the actual
average length of time between the issuance of benefit checks and
their redemption. The Secretary of Treasury would be required to
report within six months to the Congress and the President con-
cerning the investigation's findings and, to adjust by regulation,
the current float period to more accurately reflect the actual aver-
age length of time between issuance of benefit checks and their re-
demption. Necessary regulations are to be promulgated within six
months of the date of enactment.

The second investigation concerns the feasibility and desirability
of providing for the transfer, on a daily basis, to the general fund
from the appropriate trust fund, amounts equal to the amounts of
benefit checks which are paid by the Federal Reserve Banks on
that day. The results of this investigation are to be submitted to
the Congress within 12 months of the date of enactment. Regula-
tions necessary to implement appropriate changes shall be promul-
gated within 12 months of the date of enactment.
Section 302. Interest on late State deposits

Your Committee's bill provides, in general, that the rate of inter-
est charged on late payments of contributions due on the earnings
of State and local employees shall be equal to the average interest
rate earned by new special obligations of the trust funds during the
period of the delinquency. Currently the rate of interest charged on
late payments is 6 percent per annum.

This change would eliminate any incentive for States to delay
payments of contributions on the earnings of their employees, in
order to invest the money at rates well above 6 percent.

Changes made by this section would apply to payments due for
wages paid after December 31, 1983. -

Section 303. Trust fund investment procedures
Your Committee's bill makes several changes in the investment

procedures of the social security trust funds.
Under current law payroll tax revenues which are in excess of

the amount necessary to pay current benefits are to be invested in
special issue obligations available for purchase only by the trust
funds. Such obligations have maturities fixed with due regard for
the needs of the trust funds and bear an interest rate equal to the
average market yield on all marketable interest bearing obligations
of the U.S. which are not due or callable within 4 years. These cur-
rent procedures have been criticized when short-term rates exceed
long-term rates because trust funds have been invested in special
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issues with lower yields than those available to investors in short-
term government securities.

Your Committee's bill corrects disparities between yields availa-
ble to the trust funds and other government investors by providing
that the trust funds can be invested in special issues at short- or
long-term rates in order to maximize the return to the funds.

The bill also provides that: the interest rate assigned to the trust
funds shall be adjusted monthly; all present special issues should
be redeemed at their current market values; all "flower bonds"
shall be redeemed at their current market values; all other current
holdings, not needed to meet outgo, be held until maturity; and
that only special issues should be purchased by the trust funds in
the future.

In recent years, the Annual Reports of the Board of Trustees of
the OASI, DI and HI Trust Funds, have included actuarial opinions
by the Chief Actuary of the Social Security Administration and the
Director of the Office of Financial and Actuarial Analysis of the
Health Care Financing Administration. These actuarial opinions
have stated that: (1) the techniques and the methodologies used in
formulating the Trustees' Reports are generally accepted within
the actuarial profession; and (2) that the assumptions and cost-esti-
mates underlying the Trustees' Reports are reasonable.

Your Committee's bill would require that such actuarial opinions
be included in all future Reports of the Boards of Trustees of the
OASDI and HI Trust Funds.

Under current law, the Boards of Trustees are required to report
to the Congress not later than the first day of April of each year,
on the operation and status of the trust funds during the preceed-
ing fiscal year and on their expected operation and status during
the next ensuing five years. In view of the scope of these Social Se-
curity Act Amendments, your Committee's bill provides an excep-
tion to the April first deadline for 1983 only and requires that the
Annual Reports of the Trustees for 1983 be filed not later than 45
days after enactment of this legislation.

Section 304. Budget treatment of trust fund operations
Prior to fiscal year 1969, the operations of the social security

trust funds were not included in the unified budget of the Federal
Government. In 1974, in enacting the Congressional Budget Act of
1974, Congress implicitly approved the inclusion of the social secu-
rity trust funds in the unified budget. As a result, trust fund re-
ceipts and expenditures are included in statements of the status of
the Federal budget.

Your Committee believes that it would be desirable to provide as-
lurance that changes in the social security will not be made on the
basis of budgetary considerations. Thus, your Committee's bill pro-
vides that beginning in fiscal year 1988, the operations of the
OASI, DI, and HI Trust Funds are to be removed from the unified
budget. During the interim years, the social security trust funds
would be displayed as a separate function within the budget.
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B. ELIMINATION OF GENDER-BASED DISTINCTIONS

Section 811. Divorced husbands
Current law provides for the payment of benefits to aged di-

vorced wives and aged or disabled surviving divorced wives but
benefits are not provided for siruilarly situated men. As a result,
Oliver v. Califano (1977) and other court decisions, benefits are cur-
rently being paid by the Social Security Administration to aged di-
vorced husbands and aged or disabled surviving divorced husbands
on their former wives' earnings records. Your Committee's bill
amends the statute to conform to these court decisions.

Section 812. Remarriage of surviving spouse before age of eligibility
Widows and widowers who remarry before age 60 are treated dif-

ferently with respect to their eligibility for benefits based on their
deceased spouses' earnings. A woman may qualify for benefits as a
surviving spouse, even though she has remarried, so long as she is
not married at the time she applies for benefits. A man, however,
under current law loses forever his eligibility as a surviving spouse
of his deceased wife worker if he remarries before age 60. Since the
decision of Mertz v. Harris (1980), SSA has paid benefits to remar-
ried widowers on the same basis as to remarried widows. Your
Committee's bill, therefore, makes the statutory requirements wid-
owers and widows consistent.

Section 818. Illegitimate children
Under current law, an illegitimate child may be eligible for bene-

fits based upon a man's earnings, without regard to the appropri-
ate State intestate laws, if, among other things, the man has been
decreed by a court to be the father of that child, or the man is
shown by evidence satisfactory to the Secretary to be the father of
the child. Similar provisions do not currently apply when an illegit-
imate child claims a benefit based upon his mother's earnings. Ad-
ditionally, in Jimenez v. Weinberger the Supreme Court in 1974, de-
clared unconstitutional the requirement that acknowledgement of
paternity must have been made prior to the time a worker first
became eligible for benefits.

Your Committee's bill removes this gender-based distinction by
providing that illegitimate children shall be eligible for benefits
based on their mother's earnings as they are currently for benefits
based on their father's earnings.

Section 814. Transitional insured status
Presently, certain workers who attained age 72 before 1989 are

eligible for social security benefits under transitional insured
status provisions which require fewer quarters of coverage than
would ordinarily be required. Wives and widows of eligible male
workers who reached 72 prior to 1969 also are eligible for benefits
under this provisions, but husbands and widowers of eligible female
workers are not.

Your Committee's bill removes this inequity by extending to hus-
bands and widowers the transitionally insured status provisions
which currently apply to wives and widows.
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Section 315. Equalization of benefits under section 228
Under section 228 of current law (Proutly Benefits), special pay-

ments are provided to persons who attained age 72 before 1968 and
who have no quarters of coverage and to persons age 72 in 1968 or
after who have at least three quarters of coverage for every year
after 1966 and before the year of attainment of age 72. However,
even though each spouse must meet the same eligibility require-
ments he or she would have to meet if not married, once the eligi-
bility of both is determined, the couple is treated as if the husband
were the retired worker and the wife were the dependent. The
benefit is allocated so that the husband is paid two-thirds of the
benefit and the wife is paid one-third.

This gender-based distinction is removed by your Committee's
bill which provides that where both husband and wife each qualify
for Prouty Benefits under section 228, each will receive a full
monthly benefit.

Section 316. Father's insurance benefits
Current law provides that a young wife, widowed mother or sur-

viving divorced mother who has an entitled child under age 16 in
her care receives a benefit for both herself and her child based
upon the earnings of her husband. Under present law a similarly
situated father cannot qualify for benefits based on his retired, dis-
abled, or deceased wife's earnings. As result of the Supreme Court
decision Weinberger v. Wiesenfeld (1975), and other court and ad-
ministrative decisions, SSA is currently paying benefits to similarly
situated fathers.

Your Committee's bill conforms the statute to the court decisions
on this issue, and provides that social security benefits will be
available to a father who has in his care an entitled child of his
retired, disabled, or deceased wife (Or deceased former wife).

Section 317. Effect of marriage on childhood disability benefits and
on dependent or survivor benefits

Under present law, when a childhood disability beneficiary is
married to another childhood disability beneficiary or to a disabled
worker beneficiary, and the disability benefits of one of the
beneficiaries is terminated because the beneficiary recovers or en-
gages in substantial work, the continued eligibility of the other
spouse depends upon the spouse's sex. A woman's childhood disabil-
ity benefits end when her husband's disability benefits end. Howev-
er, a man's childhood disability benefits are not terminated when
his wife's disability benefits end.

In addition, if a childhood disability beneficiary or disabled
worker beneficiary marries a person receiving certain kinds of
social security dependent or survivor benefits, the benefits of each
individual continue. If the disabled beneficiary is a male and he re-
covers or engages in substantial work and his benefits are termi-
nated, his wife's benefits also end. If, however, the disabled benefi-
ciary is a woman, her husband's benefits are not terminated when
her disability benefits end.

Both of these gender based distinctions are removed by your
Committee's bill. In the first case, the bill continues the benefits of
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a childhood disability beneficiary, regardless of sex, when the bene-
ficiary's spouse is no longer eligible for benefits as a childhood dis-
ability beneficiary or disabled worker beneficiary. In the second
case, your Committee's bill continues social security payments to
an individual, regardless of sex, who is receiving dependents' or
survivors' benefits, when his or her spouse is no longer eligibility
for childhood disability benefits or benefits as a disabled worker.
Section 318. Credit for certain militaiy service

Under present law, a widow but not a widower is permitted,
under certain circumstances, to waive the right to a civil service
survivor's annuity and receive credit (not otherwise possible) for
military service prior to 1957 for purposes of determining eligibility
for, and the amount of, social security survivors' benefits.

Under your Committee's bill, widowers will be allowed to exer-
cise this option in the same manner currently permitted for
widows.

C. COVERAGE

Section 321. Coverage of employees of foreign affiliates of A men can
employers

Extension of social security coverage
Under present law, FICA tax is not imposed on wages paid to

U.S. citizens and resident aliens working abroad for a foreign em-
ployer. However, a domestic corporation may extend social security
coverage to U.S. citizens employed by its foreign subsidiary by en-
tering into a voluntary agreement to pay FICA tax for such U.S.
citizens (Code sec. 3121(1)). This coverage is available only to U.S.
citizens employed by (1) a (first-tier) foreign subsidiary at least 20
percent of the voting stock of which is owned by the domestic cor-
poration, or (2) a second-tier foreign subsidiary at least 50 percent
of the voting stock of which is owned by a qualifying first-tier sub-
sidiary. Further, this coverage is available only if the services per-
formed for the foreign subsidiary by the U.S. citizen would consti-
tute covered employment if performed in the United States.

There is no comparable provision for extending social security
coverage to U.S. citizens employed by a foreign subsidiary below
the second-tier level or by an unincorporated foreign affiliate of
any American employer.

Consistent with the goal of providing the broadest possible social
security coverage, your Committee believes that social security cov-
erage should be extended to U.S. citizens who are employed by for-
eign affiliates (including unincorporated businesses) of any Ameri-
can employer. Your Committee has concludedthat the form in
which a business is organized should not be determinative of
whether social security coverage can be extended. Your Committee
has also concluded that the ownership interest in the foreign affili-
ate that is required to be held by the American employer should be
reduced from 20 percent to 10 percent (of direct or indirect owner-
ship). In view of the reasons underlying the provision of your Com-
mittee's bill that provides for the imposition of the FICA tax on
wages paid to resident aliens employed by American employers
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outside the United States, your Committee believes that this cover-
age should be further extended to resident aliens employed by for-
eign affiliates of American employers.

Your Committee's bill provides that any American employer (a
U.S. individual, partnership, trust, or a corporation) can extend
social security coverage to U.S. citizens and resident aliens em-
ployed by foreign affiliates of the American employer. A "foreign
affiliate of an American employer" is defined as any foreign entity
in which the American employer owns at least a 10-percent inter-
est (directly or through one or more entities). An American em-
ployer holds the required ownership interest in a foreign affiliate if
(1) in the case of a foreign corporation, the American employer
owns (directly or indirectly) at least 10 percent of the corporation's
voting stock, or (2) in the case of any other foreign entity, at least
10 percent of the profits interests.

As under present law, social security coverage in U.S. citizens
and resident aliens employed by foreign affiliates can be obtained
only if the American employer enters into a voluntary agreement
to pay FICA tax for U.S. citizens and resident aliens employed by
the foreign affiliate. Similarly, this coverage will be available only
if the services performed for the foreign affiliate would constitute
covered employment if performed in the United States.

The provision will apply to agreements entered into after the
date of enactment, and to modifications of agreements previously
entered into which are made after the date of enactment. At the
election of any American employees, the provision will apply to
any agreement entered into on or before the date of enactment.

Qualified pension plan coverage
Under present law (sec. 406), if U.S. citizens are employed by a

domestic corporation's foreign subsidiary and the domestic parent
corporation has entered into an agreement to pay FICA tax for the
U.S. citizens employed by its foreign subsididary, then such U.S.
citizens can be included in the qualified pension, profit-sharing,
stock bonus, and so forth, plan of the domestic parent corporation.

Your Committee recognizes that the rationale of present law sec-
tion 406 is that it should be possible to provide coverage under
qualified pension, profit-sharing, stock bonus, etc., plans to the
same extent that social security coverage can be extended. In view
of the provision of the Committee bill that allows the extension of
social security coverage to resident aliens employed by a foreign af-
filiate of an American employer, your Committee concluded that a
corresponding change should be made in the treatment of coverage
under qualified pension, profit-sharing, stock bonus, etc., plans.

The Committee,bill provides that, if the requirements of present
law are otherwise satisfied, coverage under a qualified pension,
profit-sharing, stock bonus, etc., plan of an American employer can
be extended to resident aliens, as well as U.S. citizens. Thus, an
American employer can treat U.S. citizens and resident aliens em-
ployed by a foreign affilitate as its own employees, for purposes of
extending coverage under a qualified pension, profit-sharing, stock
bonus, etc., plan. A conforming amendment is made to section 407,
relating to the treatment of certain employees of domestic subsid-
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iaries operating primarily abroad as employees of the domestic
parent corporation.

The bill will apply to American employers who enter into agree-
ments to pay FICA tax after the date of enactment, and to Ameri-
can employers who modify agreements previously entered into
after the date of enactment. At the election of any American em-
ployer, the provision will apply to an agreement to pay FICA tax
entered into on or before the date of enactment. The conforming
change to section 407 will apply to any plan established after the
date of enactment; or, at the election of a domestic parent corpora-
tion, to any plan established on or before the date of enactment.
Section 322. Extension of coverage by international social security

agreement
The purpose of an international social security agreement is to

establish "methods and conditions for determining under which
system [i.e., the foreign system or our own] employment, self-em-
ployment, or other service shall result in a period of coverage".
However, through inadvertent drafting errors in the Internal Reve-
nue Code and the Social Security Act, earnings that are intended
to be covered under the U.S. system pursuant to an international
social security agreement are not covered. This occurs because U.S.
social security taxes cannot be imposed on the earnings.

Your Committee's bill corrects these errors by providing for the
imposition of social security taxes if an international social secu-
rity agreement provides for coverage under the U.S. social security
system. This provision is effective for taxable years after the date
of enactment.

Section 323. Treatment of certain service performed outside the
United States

Service performed by resident of the United States for Ameri-
can employers

Under present law (Code sec. 3121(b)), social security tax under
the Federal Insurance Contributions Act (FICA tax) is imposed on
wages paid to U.S. citizens for service performed for American em-
ployers inside and outside the United States. The term "American
employer" is defined to include an individual who is a U.S. resi-
dent, a partnership in which two-thirds or more of the partners are
U.S. residents, a trust of which all of the trustees are U.S. resi-
dents, and a corporation organized under the laws of the United
States or of any State (sec. 3121(h)). The FICA tax is also imposed
on wages paid to resident aliens for services performed for Ameri-
can employers inside the United States. However, no FICA tax is
imposed on wages paid to resident aliens for services performed for
American employers outside the United States.

Your Committee believes that the disparate treatment of U.S.
citizens and resident aliens who work for American employers
abroad should be eliminated. Your Committee recognizes that resi-
dent aliens working for American employers outside the United
States are likely to have the same economic and personal ties with
the United States, and the same expectation of returning to the
United States, as do U.S. citizens. Your Committee believes that
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the coverage of these resident aliens will prevent the gaps in cover-
age which would otherwise occur when resident aliens who ordi-
narily work in covered employment outside the United States tem-
porarily work abroad for an American employer.

Your Committee's bill provides that FICA tax will be imposed on
wages for service performed outside the United States by a resident
alien as an employee for an American employer, to the same
extent that FICA tax is imposed on wages paid to a U.S. citizen for
such service. Thus, FICA tax will be imposed on wages paid to a
resident alien working for an American employer only if the serv-
ices performed would constitute covered employment if performed
in the United States. A conforming amendment is made for pur-
poses of benefits paid under the Social Security Act.

The provisions will be effective for remuneration paid after De-
cember 31, 1983.

Service performed by self-employed US. citizens and residents of the
United States

The social security tax on self-employment income (SECA tax) is
generally imposed on the worldwide self-employment income of
U.S. citizens and resident aliens. The starting point for computing
self-employment income is gross income (sec. 1402). For income tax
purposes, U.S. citizens working abroad can exclude from gross
income up to $80,000 (increasing to $95,000 in 1986) of foreign
earned income a year if they were present in a foreign country for
330 days (approximately 11 months) during a period of 12 consecu
tive months, or if they were bona fide residents of a foreign coun-
try for an entire taxable year (sec. 911).

Under present law, foreign earned income that is excluded for
income tax purposes is included in self-employment income for
SECA tax purposes, where a U.S. citizen or resident alien meets
the 11-month physical presence tet but does not meet the bona
fide resident test. If a U.S. citizen satisfies the bona fide residence
test, foreign earned income is also excluded for SECA tax purposes.
(An individual who is not a U.S. citizen would not be subject to
SECA tax if he is resident in a foreign country.)

Your Committee believes that, for purposes of the SECA tax,
there is no reason to distinguish between U.S. citizens who qualify
as residents of a foreign country for a year and U.S. citizens who
are physically present in a foreign country for 11 months of the
year. Rather, the SECA tax should be imposed on the worldwide
self-employment income of all U.S. citizens.

Your Committee's bill provides that, for purposes of the SECA
tax, all U.S. citizens working abroad will be treated in a consistent
manner. Thus, self-employment income will be computed without
regard to the exclusion of foreign earned income, regardless of
whether a U.S. citizen qualifies as a resident of a foreign country
or satisfies the physical presence text. A conforming amendment is
made for purposes of benefits paid under the Social Security Act.

The provision will be effective for taxable years beginning after
December 31, 1983.
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Section 324. Treatment of pay after age 62 as wages
Under current law any payment, other than vacation or sick pay,

made to an employee after the month in which he or she attains
age 62, where the employee did not work for the employer in the
period for which such payment is made, is excluded from the defi-
nition of wages for both benefit and tax purposes. These excluded
payments are frequently called standby and subject-to-call pay.

An allegation as to a stand-by or subject-to-call status must be
supported by evidence showing that (1) an employment relationship
has continued during the entire period at issue, and (2) a bona fide
agreement existed between the employer and employee will be
ready to work during that period when asked. Each case alleging
stand-by payments is decided on an individual basis. In practice,
SSA can rarely successfully challenge such an arrangement as in-
valid.

Your Committee's bill includes in the statutory definition of
wages, payments made to an individual with the expectation that
he or she will subsequently render services. This change is effective
with respect to calendar years beginning with the sixth month
after the date of enactment.

Section 325. Treatment of contributions under simplified employer
pensions (SEPs)

Under present law, the Internal Revenue Code excludes from
wages for social security tax purposes employer payments to or on
behalf of an employee under a simplified employee pension (SEP).
However, such employer contributions are treated as covered
wages for social security benefit purposes.

Your Committee's bill amends the Social Security Act ot exclude
from the definition of covered wages for social security coverage
purposes employer contributions to a SEP that are deductible as
such by the employer. The bill makes clear that the exclusion ap-
plies, for both tax and coverage purposes, only with respect to the
employers' contribution ot a SEP, not with respect to the amount
equivalent to the employee's contribution to an individual retire-
ment arragnement (IRA).

This provision applies to remuneration paid after December 31,
1983.

Section 326. Effect of changes in names of State and local employee
groups in Utah

Under present law, the State of Utah is permitted to extend
social security coverage to specific entities listed in the law as sepa-
rate coverage groups. The names of some of the entities specifically
listed in the law have changed since the provision was enacted.

Your Committee's bill amends the provision in the Social Secu-
rity Act listing entities for which Utah may arrange social security
coverage in order to provide that coverage would not be affected by
a subsequent change in the name of any of the entities.
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Section 327. Effective dates of international social security agree-
ments

Under current law, totalization agreements can only become ef-
fective after the expiration of a period during which each House of
the Congress has been in session on each of 90 days. This require-
ment has been interpreted to mean that both Houses of Congress
must be in session on a particular day for it to count in the 90-day
calculations.

Your Committee's bill shortens this review period by providing
that totalization agreements can become effective after the expira-
tion of a period during which only one House of the Congress must
be in session on each of 60 days.

Section 328. Technical corrections with respect to withholding of
sick pay of participants in multiemployer plans

Present law includes in the definition of wages, for the purpose
of withholding of social security and railroad retirement taxes, cer-
tain payments made under a sick pay plan to an employee or any
of this dependents by a third-party on account of the employee's ill-
ness.

Proposed Treasury Regulations require a third-party payor (for
example, an insurance company or a multiemployer plan) as well
as an employer, to withhold social security or railroad retirement
taxes on the sick pay as if the payments are wages. However, the
third-party payor is permitted to shift responsibility for the em-
ployer's portion of the tax to the last employer for whom the em-
ployee worked, proved that the third part payor promptly notifies
the last employer of the amount of payments.

Your Committee's bill provides that, in the case of a multiem-
ployer plan, to the extent provided in Treasury Regulations, the
plan will be treated as the agent of the employer for whom services
are normally rendered. Your Committee intends that the rules re-
lating to acts to be performed by agents contained in present Inter-
nal Revenue Code section 3504 shall apply in these cases. Since the
plan is merely an agent of the employer for whom services are nor-
mally rendered, your committee intends that such employer will
continue to bear the ultimate liability for the taxes and that the
plan will either be reimbursed for its payment of the employer's
share of the tax through the collective bargaining process or will
have legal recourse under the normal statutory or common law
principles of agency against the employer for taxes paid as his
agent. In the absence of an agreement providing otherwise, the last
contributing employer shall be considered as the employer for
whom services are normally rendered.

The provision applies to remuneration paid after June 30, 1983.

Section 329. Elective compensation
Under a qualified cash or deferred arrangement (Code sec. 401(k))

forming a part of a tax-qualified profit-sharing or stock bonus plan,
a covered employee may elect to have the employer contribute an
amount to the plan on the employee's behalf or to receive such
amount directly from the employer in cash. Amounts contributed
to the plan pursuant to the employee's election are treated as em-
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ployer contributions to the plan and are excluded from the employ-
ee's taxable income and social security wage base.

Amounts distributed with respect to an employee under a quali-
fied plan generally are includible in the recipient's income, but are
excluded from the social security wage base.

Under an employer's cafeteria plan (Code sec. 125), a covered em-
ployee may choose among taxable benefits, which may include
cash, or nontaxable benefits. If certain requirements are met,
amounts applied under a cafeteria plan toward nontaxable benefits
(e.g., accident and health benefits or plan contributions under a
qualified cash or deferred arrangement) are excluded from the em-
ployee's income and generally from the social security wage base.
Taxable benefits chosen by the employee (e.g., cash) are includible
in income and generally includible in the wage base.

Tax-sheltered annuities (Code sec. 403(b)) may be purchased on
an individual basis for employees of public schools or tax-exempt
religious, charitable, and other organizations described in section
501(c)(3). Subject to certain limitations, amounts paid by the em-
ployer to purchase the annuity are excluded from the employee's
income. A tax-sheltered annuity is typically, but not necessarily,
purchased for an employee pursuant to a salary reduction agree-
ment between the employer and employee.

The Internal Revenue Service has ruled that amounts paid for a
tax-sheltered annuity pursuant to a salary reduction agreement
are includible in the employee's social security wage base, although
such amounts are not subject to income tax withholding. The valid-
ity of the ruling position is in doubt in light of the Supreme Court
decision in Rowan Companies, Inc. v. United States (see section 330
of the bill).

Amounts distributed under a tax-sheltered annuity contract gen-
erally are includible in the recipient's income, but are excluded
from the social security wage base.

Generally, if an employee receives cash and then chooses to use
these funds for personal savings or benefits, the amount of cash re-
ceived is subject to FICA. This is true, for example, for contribu-
tions to an individual retirement arrangement even if the employ-
er transmits the funds directly to the IRA account.

Under cash-or-deferred arrangements, cafeteria plans, and tax-
sheltered annuities, the funds are set aside by individual employees
for certain fringe benefits or individual savings arrangements, and
thus, your Committee believes that related employer contributions
should be included in the FICA base, as is the case for IRA contri-
butions. Otherwise, individuals could, in effect, individually direct
the equivalent of cash compensation for their own purposes in
order to avoid FICA taxes. This would make the system partially
elective and would undermine the FICA tax base.

Under your Committee's bill, an employer's plan contributions
on behalf of an employer under a qualified cash or deferred ar-
rangement will be includible in the social security wage base for
tax and coverage purposes to the extent that the employee could
have elected to receive cash in lieu of the contribution. The provi-
sion is intended to apply to elective amounts under the cash or de-
ferred arrangement and not to nonelective amounts contributed by
employers to a qualified profit-sharing or stock bonus plan of which
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the arrangement may be a part. Amounts paid by an employer for
a tax-sheltered annuity for an employee will also be includible in
the wage base. In addition, amounts subject to an employee's desig-
nation under a cafeteria plan will be includible in the social secu-
rity wage base to the extent that such amounts may be paid to the
employee in cash or property or applied to provide a benefit for the
employee which is not otherwise excluded from the definition of
wages under section 3121 of the Code. These amounts will be sub-
ject to FICA at the time employer contribution is made.

These changes apply to remuneration paid after December 31,
1983.

Section 330. Codification of Rowan decision with respect to meals and
lodging

Under the Code, amounts which constitute wages for income tax
withholding purposes (sec. 3306) and amounts which constitute
wages for social security tax purposes (sec. 3121) are separately de-
fined. However, in Rowan Companies, Inc. v. United States, 452
U.S. 247 (1981), the Supreme Court held that the definition of
wages for social security tax purposes and the definition of wages
for income tax withholding purposes must be interpreted in regula-
tions in the same manner in the absence of statutory provisions to
the contrary.

At issue in Rowan was whether the value of meals and lodgings
provided employees at the convenience of the employer were wages
for social security tax purposes (i.e., were includible in the social
security wage base). The value of such employer-provided meals
and lodging may be excluded from the income of an employee (sec.
119). Treasury regulations required that the value of the meals and
lodging be included in the social security wage base, but excluded
such value from the definition of wages subject to income tax with-
holding. The Supreme Court decision invalidated those Treasury
regulations which required that the value of the meals and lodging
be included in the social security wage base.

The social security program aims to replace the income of
beneficiaries when that income is reduced on account of retirement
and disability. Thus, the amount of "wages" is the measure used
both to define income which should be replaced and to compute
FICA tax liability. Since the social security system has objectives
which are significantly different from the objectives underlying the
income tax withholding rules, your Committee believes that
amounts exempt from income tax withholding should not the
exempt from FICA unless Congress provides an explicit FICA tax
exclusion.

Your Committee's bill provides that, with the exception of the
value of meals and lodging provided for the convenience of the em-
ployer, the determination whether or not amounts are includible in
the social security wages base is to be made without regard to
whether such amounts are treated as wages from income tax with-
holding purposes. Accordingly, an employee's "wages" for social se-
curity tax purposes may be different from the employee's "wages"
for income tax withholding purposes. In addition, the bill provides
that definition of wages for social security tax and benefit purposes
is revised to exclude the value of employer-provided meals and
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lodging to the extent such value is also excluded from the employ-
ee's gross income.

This provision applies to remuneration paid after December 31,
1983.

D. OTHER AMENDMENTS

Section 331. Technical and conforming amendments to maximum
family benefit provisions

Under current law, when children are simultaneously entitled to
benefits on the records of two or more workers, the maximum
family benefits payable on each record are combined for the pur-
opses of determining the benefits payable to those children. The
law contains a limit, however, on the highest possible combined
maximum family benefit, sometimes referred to as the super maxi-
mum. Whenever the wage base increases (in January of everyyear), the super maximum is recomputed. In addition, each yearthe super maximum is increased when the cost-of-living adjustment
is made in general benefit levels. Under Section 111 of your Com-
mittee's bill this increase will occur in December, rather than June
as under current law. As a result of this change, families whosebenefits are limited by the super maximum could have their bene-
fits unexpectedly increased or decreased each January when the
super maximum is recomputed just one month after they had re-
ceived their cost-of-living adjustment.

To avert this undesirable result, your Committee's bill provides
that after initial entitlement, a family's super maximum would be
adjusted only one time each year when the cost-of-living increase is
provided to everyone on the benefit rolls.

Section 332. Reduction from 72 to 70 of age beyond which no de-layed retirement credit can be earned
Under current law, delayed retirement credits are now provided

for months from age 65 to age 72 for which benefits are not paid
because the worker has substantial earnings from work or does notapply for benefits. These credits are intended to provide partial
relief to workers who continue working past age 65 and who forego
benefits under the earnings test. The age at which the earnings
test no longer applies decreased from 72 to 70 on January 1, 1982.
However, delayed retirement credits are still provided for work
beyond age 70.

Your Committee's bill provides that for persons who attain age70 after December 1983, delayed retirement credits will not begiven for months in which social security benefits are not paidafter age 70. For persons who attain age 70 before January 1984,
delayed retirement credits will be granted without regard to thechanges in law which result from this section except that no cred-its would accure for months after December 1983.

Section 333. Relaxation of insured status requirements for certain
workers previously entitled to a period of disability

Under current law, workers who are disabled before age 31 mayqualify for disability benefits on the basis of a less stringent in-sured status requirement than older workers. However, such a
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worker who recovers from his disability and subsequently becomes
disabled again at age 31 of later may have difficulty establishing
entitlement to disability benefits at that time. This occurs because
he has not had sufficient time to obtain the necessary 20 quarters
of coverage before his subsequent disability. It appears that this sit-
uation was not contemplated, in 1967, when the law was changed
to provide a special insured-status requirement for young workers.

Your Committee's bill provides that a worker who had a period
of disability which began before age 31, subsequently recovered,
and then became disabled again at age 31 or later could quality
again for disability benefits if he/she had quarters of coverage in
half the calendar quarters after age 21 and through the quarter in
which the later period of disability began (up to a maximum of 20
out of 40 quarters). Changes made by this section are effective gen-
erally for applications filed after enactment.
Section 33. Protection of benefits of illegitimate children of dis-

abled beneficiaries
Under present law, the first month for which certain benefits are

paid is delayed from the month during which the individual satis-
fied the various entitlement conditions to the first month through-
out which those conditions were satisfied. This provision does not
apply to the benefits of illegitimate children of retired benefici-
aries. However, this provision does apply to the illegitimate chil-
dren of disabled workers.

This disparity is removed by your Committee's bill which pro-
vides social security monthly benefits to the illegitimate child of a
disabled worker for a month in which the child satisfied all other
entitlement conditions, but was not eligible for benefits because the
acknowledgement or court decree or order establishing parenthood
occurred later than the first day of that month. Changes made by
this section are effective upon enactment.
Section 335. One-month retroactivity of widow's and widower's in-

surance benefits
Under current law, the payment of retroactive benefits is prohib-

ited if such payment would require the lowering of future benefits.
A perceived inequity occurs when an insured individual dies so late
in the month that the survivor is not able to file for benefits in
that month. In many of these cases, the actuarial reduction in
future benefits is unimportant, from the survivor's standpoint,
compared with the survivor's need to receive a retroactive benefit
promptly.

Your Committee's bill, allows an aged widow or widower to re-
ceive actuarially reduced benefits for the month in which the in-
sured spouse died, if the application is filed in the following month,
even though the retroactive payment would result in lower future
monthly benefits than would be the case if benefits were not paid
retroactively. This provision is effective for applications filed after
the second month following the month of enactment.
Section 336 Nona.ssignability of benefits

Since 1935 the Social Security Act has prohibited the transfer or
assignment of any future social security or SSI benefits payable



83

and further states that no money payable or rights existing under
the Act shall be subject to execution, levy, attachment, garnish-
ment, or other legal process, or to the operation of any bankruptcy
or insolvency law.

Based on the legislative history of the Bankruptcy Reform Act of
1978, some bankruptcy courts have considered social security and
SSI benefits listed by the debtor to be income for purposes of a
Chapter XIII bankruptcy and have ordered SSA in several hundred
cases to send all or part of a debtor's benefit check to the trustee in
bankruptcy.

Your Committee's bill specifically provides that social security
and SSI benefits may not be assigned notwithstanding any other
provisions of law, including P.L. 95—598, the "Bankruptcy Reform
Act of 1978". This provision would be effective upon enactment.

Section 887. Use of death certificate to prevent erroneous benefit
payments to deceased individual9

There are currently no well-developed procedures or arrange-
ments to permit SSA to determine on a timely basis when a benefi-
ciary has died.

Your Committee's bill provides authority for the Secretary to
contract with states for death certificate information. This informa-
tion would be matched with SSA benefit records to assure that
benefit payments are promptly terminated when the beneficicary
dies.

Section 888. Public pension offset
Under current law, persons who became eligible for a public pen-

sion prior to December 1982 and who did not meet the conditions of
the public pension exception clause are subject to a dollar-for-dollar
offset of their social security benefit by the amount of their public
pension. This 100 percent offset will also apply to all persons be-
coming eligible for a public pension after June 1983.

Under a provision adopted in 1982 (P1. 97—455), only persons
who become eligible for a public pension from December 1982
through June 1983 and who meet a 'one-half support" dependency
test are exempt from the offset.

Your Committee's bill provides that for persons who become eli-
gible for their public pension after June 1983, the amount of the
public pension used for purposes of the offset against social secu-
rity benefits would be one-third of the public pension.

Section 889. Study concerning the establishment of the Social Security
Administration as an independent agency

Your Committee's bill includes a provision which would author-
ize the appointment of a panel of experts to study the feasibility of
establishing the Social Security Administration as an agency inde-
pendent of the Department of Health and Human Services or any
other cabinet department, and the steps necessary to implement
such a change. In its final report in March, 1981, the National
Commission on Social Security recommended the creation of a sep-
arate agency responsible for administering the social security pro-
grams. More recently, the National Commission on Social Security
Reform stated its belief that making the Social Security Adminis-
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tration an independent agency would be logical. However, since the
issues involved in such an administrative reorganization are com-
plex, the Commission recommended a feasibility study. A minority
of the Commission were of the opinion that any study should be
confined to the details of implementing such a change.

Your Committee agrees that although there are strong argu-
ments in support of an independent Social Security Administra-
tion, a study of the ramifications of such a change is necessary.
The study should focus on, but not be limited to, how such a reor-
ganization would affect the following: social security beneficiaries
and the general public; relationships between the Social Security
Administration and other organizations, including other govern-
ment agencies; the makeup of the leadership of such an agency; the
need for the statutory quadrennial Advisory Council; what progams
would be administered by the agency; and appropriation of operat-
ing funds for the aency.

Your Committee s interest in having such a study has grown out
of concern that the agency has been subject to repeated administra-
tive problems caused at least in part by the agency's connection
with the Department of Health, Education and Welfare (later
Health and Human Services) and by the involvement of the Office
of Management and Budget in routine administrative functions. It
also seems clear that SSA may not have received needed adminis-
trative resources because of priorities set by HHS and 0MB with-
out regard to the basic function of the agency. Problems have also
been created by repeated reorganizations, several different commis-
sioners within the last 10 years, and periods of time without a per-
manent Commissioner. Your Committee, therefore, views the estab-
lishment of an independent Social Security Administration as a se-
rious goal, and the study mandated by the bill is to focus on both
the feasibility of such a step and the changes necessary to accom-
plish it.

The bill provides that the panel of experts consist of three indi-
viduals who are widely recognized as experts in the field of gov-
ernment administration. The panel, which would be appointed
jointly by the Chairmen of the House Committee Ways and Means
and Senate Finance Committee, is required to file its report not
later than April 1, 1984.

Section 340. Conforming changes in medicare premium provisions to
reflect changes in the cost

Under current law, the medicare monthly premium for part B
physician coverage (SMI) is deducted from the benefit checks of in-
dividuals receiving social security cash benefits. In addition, premi-
ums are increased each July first, the date on which benefits are
increased to reflect price increases in the economy (COLA). Since
the premium cannot be increased by an amount greater than the
amount of the general benefit increase, the increased premium
cannot result in a decreased monthly benefit.

In order to prevent beneficiaries' checks from being decreased in
July as a result of the changes, as provided in Section III of your
Committee's bill, in the month in which the general benefit in-
crease is effective, the SMI premium will not be adjusted until Jan-
uary 1, 1984.
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2. SECTION-BY-SECTION EXPLANATION—TITLE III
Section 301. Float period8

Section 301(a) of the bill requires that the Secretaries of Health
and Human Services and the Treasury shall jointly undertake as
soon as possible a thorough study of the "float period" between the
issuance of Social Security benefit checks by the Treasury and the
transfer of funds from the Federal Old-Age and Survivors Insur-
ance Trust Fund or the Federal Disability Insurance Trust Fund of
amounts to compensate the general fund for the amount of the
checks so issued.

Section 301(b)(1) of the bill requires that the study mandated by
subsection (a) include an investigation of the desirability and feasi-
bility of (1) maintaining the float periods allowed at the time of en-
actment and (2) making adjustments in such float periods.

Section 301(b)(2) requires a separate investigation of the feasibil-
ity and desirability of providing, as a specific adjustment in the
float periods, for the transfer each day to the general fund from
the trust funds of amounts equal to the amounts of the benefit
which are paid by the Federal Reserve Banks on such day.

Section 301(c) requires that in conducting the study mandated by
subsection (a) the Secretaries shall consult, as appropriate, the Di-
rector of the Office of Management and Budget, who shall provide
such information and assistance as may be required in the study.
The Secretaries shall also solicit the views of other appropriate offi-cials and organizations.

Section 301(dXl) requires that not later than 6 months after en-actment the Secretaries shall submit to the President and the Con-
gress a report of the findings of the investigation required by sub-
section (bXl) and the Secretary of the Treasury shall by regulationadjust the float periods as may have been found necessary or ap-propriate in such investigation.

Section 301(d)(2) requires that no later than 12 months after en-actment the Secretaries shall also submit to the President and the
Congress a report of the findings of the separate investigation re-
quired by subsection (bX2) of the specific adjustment in the float pe-riods described therein, together with their recommendations, andthat to the extent necessary or appropriate to carry out such rec-ommendations, the Secretary of the Treasury shall by regulations
make adjustments with respect to the float periods described in
such subsection.

Section 302. Interest on late State deposits
Section 302(a) of the bill changes the rate of interest charged

States on late payment of Social Security taxes specified in section218(j) of the Social Security Act from 6 percent per year to anamount based on the rate of interest earned by current trust fundinvestments.
Section 302(a)(1) of the bill makes a change in section 218(j) of

the Act to conform it to the amendment made by section 3O2(a)(3).
Section 302(a)(2) of the bill provides that instead of an interest

rate of 6 percent per annum, the rate will be determined under sec-tion 218(j)(2).
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Section 302(a)(3) of the bill adds a new paragraph (2) to section
218(j). The new paragraph provides that the rate of interest
charged States on late payment of Social Security Taxes will be in-
creased to 9 percent per annum for payments made during the 6-
month period beginning January 1, 1984. For subsequent 6-month
periods beginning July 1 and January 1 thereafter, the rate of in-
terest will be an annual rate equal to the average (rounded to the
nearest full percent, or the next higher percent if it is a multiple of
0.5 percent but not of 1.0 percent) of the annual rates of interest
applicable to the special obligations issued to the trust funds (in ac-
cordance with section 20 1(d)) during a prescribed base period. The
base period for the rate effective on January 1 of a year is the 6-
month period ending on the immediately preceding September 30
and the base period for the rate effective on July 1 of a year is the
6-month period ending on the immediately preceding March 31.
The interest rates will be determined no later than 15 days after
the end of the base period.

Section 302(b) provides that the amendments made by this sec-
tion apply with respect to payments made after December 31, 1983,
under a State's coverage agreement with the Secretary pursuant to
section 218 of the Act.

Section 303. Trust fund investment procedures
Section 303 of the bill requires the Managing Trustee of the Fed-

eral Old-Age and Survivors Insurance Trust Fund, the Federal Dis-
ability Insurance Trust Fund, the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medical Insurance Trust
Fund to redeem most current trust fund investments and make all
future investments in a new type of TreaEury public debt obliga-
tion bearing interest at a rate that varies from month to month.
For each month, the interest rate on the new type of obligation
will be equal to the higher of (1) the average market yield over the
preceding month on all public-debt obligations (other than "flower
bonds") with maturities of more than 4 years or (2) the average
market yield for similar obligations with 4 years or less to maturi-
ty. This section also requires that annual reports of the Social Se-
curity Boards of Trustees to the Congress include a certification by
the chief actuary of the Social Security Administration that the re-
ports meet generally accepted standards within the actuarial pro-
fession. Lastly, this section allows the 1983 annual reports to be
filed any time before 45 days after enactment.

New variable-interest obligations
Section 303(a) amends section 20 1(d) of the Social Security Act to

provide that the Managing Trustee of the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability Insur-
ance Trust Fund shall invest such portion of the trust funds as is
not required to meet current withdrawals in public debt obligations
which shall be issued exclusively for the trust funds and shall be
redeemable at par plus accrued interest at any time. The amended
subsection further provides that such obligations shall bear interest
in any month (including the month of issue) at a rate, rounded to
the nearest one-eighth of 1 percent equivalent to the higher of (1)
the average market yield over the preceding month on all marketa-
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ble interest-bearing Federal obligations (other than "flower bonds")
then forming part of the public debt which have maturities of more
than 4 years or (2) the average market yield over the preceding
month on similar obligations which have maturities of 4 years or
less. The amended subsection also defines the term "flower bond"
to be a United States Treasury bond issued before May 4, 1971 that
may be redeemed at par in advance of maturity upon the death of
the holder of the obligation for the purpose of payment of estate
taxes.

Section 303(b) of the bill amends section 1817(c) of the Social Se-
curity Act to establish investment requirements for the Federal
Hospital Insurance Trust Fund identical with those established in
section 303(a) of the bill for the Federal Old-Age and Survivors In-
surance Trust Fund and the Federal Disability Insurance Trust
Fund.

Section 303(c) of the bill amends section 184 1(c) of the Social Se-
curity Act to establish investment requirements for the Federal
Supplementary Medical Insurance Trust Fund identical with those
established in section 303(a) of the bill for the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability Insur-
ance Trust Fund.

Transition to new investment procedures
Section 303(d) provides that at the time the amendments made

by section 303 of the bill become effective, the Secretary of the
Treasury shall redeem at par plus accrued interest all outstanding
obligations issued exclusively to the four trust funds, shall redeem
at market rates all "flower bonds" and shall reinvest all proceeds
from the redemptions as set forth in subsections 303(a), (b) and (c)
of the bill. Section 303(d) further provides that any marketable ob-
ligations, other than "flower bonds", shall be held by the trust
funds until maturity unless the assets thereof are needed to meet
benefit obligations. In addition, section 303(d) repeals sections
202(e), 1817(d) and 1841(d) of the Social Security Act, which deal
with current trust fund redemption procedures.

Section 303(e) of the bill amends sections 201(c), 1817(b) and
184 1(b) of the Social Security Act to require that the annual re-
ports of the Boards of Trustees of the trust funds shall include an
actuarial opinion by the Chief Actuary of the Social Security Ad-
ministration certifying that the techniques and methodologies used
are generally accepted within the actuarial profession and that the
assumptions and cost-estimates used are reasonable.

This section also provides that the 1983 annual reports of the
Boards of Trustees of the trust funds, notwithstanding sections
201(c)(2), 1817(b)(2) and 1841(b)(2) of the Social Security Act, may be
filed at any time not later than 45 days after the date of enact-
ment.

Effective date
Section 303(1) provides that the amendments made by this section

shall take effect on the first day of the first month which begins
more than 30 days after the date of enactment.
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Section O4. Budgetary treatment of trust fund operations
Section 304 of the bill provides for adding a new section 710 to

title VII of the Social Security Act relating to budgetary treatment
of Social Security trust fund operations.

Section 304(a)(1) adds a new section 710 to the Social Security
Act which provides that the disbursement of the Federal Old-Age
and Survivors Insurance Trust Fund, the Federal Disability Insur-
ance Trust Fund, the Federal Hospital Insurance Trust Fund and
the Federal Supplementary Medical Insurance Trust Fund shall be
treated as a separate major functional category in the budget of
the United States Government as submitted by the President and
in the congressional budget, and the receipts of such Trust Funds,
including the taxes imposed under sections 1401, 3101 and 3111 of
the Internal Revenue Code of 1954, shall be set forth separately in
such budgets.

Paragraph (2) of section 304(a) of the bill provides that the
amendment made by paragraph (1) shall apply with respect to
fiscal years beginning on or after December 1, 1984, and ending on
or before September 30, 1988, except that such amendment shall
apply to the fiscal year beginning on October 1, 1983, to the extent
that it relates to the congressional budget.

Section 304(b) amends section 710 for fiscal years beginning on or
after October 1, 1988, to provide that the receipts and the disburse-
ments of the Federal Old-Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust Fund and the Federal Hos-
pital Insurance Trust Fund and the taxes imposed under sections
1401, 3101 and 3111 of the Internal Revenue Code of 1954 shall not
be included in the totals of the budget of the United States Govern-
ment as submitted by the President and in the congressional
budget and shall be exempt from any general budget limitation im-
posed by statute on expenditures and net lending (budget outlays)
of the United States Government.

Subsection (b) of the amended section 710 further provides that
the disbursements of the Federal Supplementary Medicare Insur-
ance Trust Fund shall be treated as a separate major functional
category in the budget of the United States Government as submit-
ted by the President and in the congressional budget, and the re-
ceipts of such Trust Fund shall be set forth separately in such
budgets.

Section i'll. Divorced husbands
Section 311 of the bill provides benefits based on a retired, dis-

abled, or deceased woman's Social Security earnings record for a di-
vorced husband or surviving divorced husband on the same basis as
benefits are now provided for women in like, circumstances.

Section 311(a)(1) of the bill amends section 202(c)(1) of the Act,
which provides husband's insurance benefits based on a retired or
disabled woman's Social Security earning's record, to provide bene-
fits for the divorced husband age 62 or over of a retired or disabled
worker.

Section 311(a)(2) of the bill further amends section 202(c)(1) of the
Act by adding a new subparagraph (C) which provides that a di-
vorced husband (like a divorced wife) must not be married at the
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time he applies for benefits in order to become entitled to benefits
based on his former wife's earnings. This section also provides that
benefits for a husband or divorced husband shall terminate in thesame situations as benefits for wives and divorced wives are termi-nated.

Section 311(a)(3) of the bill makes a conforming change in section
202(c)(3) of the Act to provide that, except that, except as providedin section 202(q) of the Act, the amount of a divorced husband's
monthly benefit shall be equal to one-half the primary insurance
amount of his former wife.

Section 311(a)(4) of the bill further amends section 202(c) of theAct by adding a new paragraph (4) to provide that the entitlement
to benefits or a divorced husband shall not be terminated by reasonof his marriage to a woman receiving benefits as an adult disabled
child, a divorced wife, a widow, a mother, or a parent, as is now thecase for divorced wives.

Section 311(a)(5) of the bill further amends section 202(c) of theAct to make reference to divorced husbands as well as husbands.
Section 3l1(a)(6) of the bill amends section 202(b)(3)(A) of the Act,

which allows continuation of benefits for divorced wives who marrycertain other Social Security beneficiaries, to provide that an indi-
vidual's entitlement to benefits as a divorced wife shall not be ter-
minated by reason of her marriage to a person receiving benefits asa divorced husband.

Section 311(a)(7) of the bill makes a conforming change in section
202(c)(1)(D) of the Act.

Section 3l1(a)(8) of the bill makes a conforming change in section
202(d)(5)(A) of the Act.

Section 311(b)(1) of the bill amends section 202(0(1) of the Act,which provides widower's insurance benefits based on a deceased
woman's Social Security earnings record, to provide widow's insur-
ance benefits for the surviving divorced husband, age 60 or over, ofa deceased worker.

Sections 311(b) (2), (3), and (4) of the bill make conformingchanges in section 202(f) (widower's insurance benefits) of the Actto add references to a surviving divorced husband to such sectionas it currently applies to a widower.
Sections 311(b)(5) and (6) of the bill amend sections section202(g)(3)(A), and 202(h)(4)(A) of the Act, respectively, to provide thatan individual's entitlement to benefits as a widow, mother orparent shall not be terminated by reason of her marriage to aperson receiving benefits as a divorced husband.
Section 311(c)(1) of the bill amends section 216(d) of the Act todefine the terms "divorced husband" and "surviving divorced hus-band" as a man divorced from a retired or disabled worker, or from

an individual who has died, but only if he was married to such in-dividual for 10 years immediately before the divorce. The definition
and duration-of-marriage requirement are equivalent to the cur-rent definition of the requirement for a divorced wife and surviving
divorced wife in section 216(d).

Section 311(c)(2) of the bill amends the heading of section 216(d)of the Act by changing it from "Divorced Wives; Divorce" to "Di-vorced Spouses; Divorce."
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Section 311(d)(1) of the bill amends section 205(b) of the Act,
which relates to the procedural rights of individuals applying for
benefits, to make a conforming change to add divorced husbands
and surviving divorced husbands to the list of individuals who may
request a hearing.

Section 311(d)(2) of the bill amends section 205(c)(1)(C) of the Act
to make a conforming change by including a surviving divorced
husband in the definition of a "survivor."
Section S12. Remarriage of surviving spouse before age of eligibility

Section 312 of the bill amends section 202(f)(l)(A) of the Act to
strike out the requirement for entitlement to widower's insurance
benefits that a widower must not have remarried before age 60 and
to require instead that he be unmarried at the time he applies for
benefits, as is now the case for widow's benefits.

Section S1S. Illegitimate children
Section 313 of the bill provides that an illegitimate child's status

for purposes of entitlement to child's insurance benefits shall be de-
termined with respect to the child's mother in the same way as it
is now determined with respect to the child's father. The section
amends the Social Security Act to conform with a 1974 Supreme
Court decision in Jiminez v. Weinberger, which privides that cer-
tain illegitimate children can be entitled to benefits based on a dis-
abled worker's earnings if the relationship and/or living with or
support requirements in the statute are met at the time the child
applies for benefits instead of before the worker becomes disabled.
The section also makes similar changes with respect to children of
retired workers, who are not covered by the Court's decision.

Section 313(a) of the bill amends section 216(h)(3) of the Act to
provide that a woman's illegitimate child who cannot inherit from
her under applicalbe intestate property law and who cannot be
deemed to be her child for such purposes under other provisions of
such section 216(h)(3) shall nevertheless be deemed to be her child
for Social Security benefit purposes if the woman has been decreed
by a court to be the child's mother, or, alternatively, the woman is
shown by evidence satisfactory to the Secretary of Health and
Human Services to be the child's mother and was living with the
child or contributing to the child's support at the time the child ap-
plies for benefits.

Section 313(b) of the bill amends section 216(h)(3)(A)(ii) of the Act
to provide, in the case of a child of a retired worker, that the living
with or support requirements be met at the time the child applies
for benefits, rather than at the time the worker becomes entitled
or reaches age 65 as under present law.

Section 313(c) of the bill amends section (h)(3)(B)(ii) of the Act to
provide that, in the case of a child of a disabled worker, the living
with or support requirement be met at the time the child applies
for benefits, rather than at the time of the worker's period of dis-
ability began as under present law.

Section 313(d) of the bill further conforms section 316(h)(3) to pro-
vide that a child may be entitled to benefits under this section
based on the earnings of either a male and female parent.
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Section 314. Transitional insured status
Section 314 of the bill amends section 227 of the Social Security

Act, which provides benefits for certain people who do not meet the
regular insured status requirements, to provide benefits for hus-
bands and widowers where, under comparable circumstances, bene-
fits are paid under present law to wives and widows.

Section 314(a) of the bill amends section 227(a) of the Act to pro-
vide for the payment of benefits to husbands.

Section 314(b) of the bill amends sections 227(b) and 227(c) of the
Act to provide for the payment of benefits to widowers.

Section 314(c) of the bill amends section 216 of the Act to provide
a new subsection 216(a), which defines "spouse" as a husband or a
wife as defined in subsection 216(b) or (f), respectively, and "surviv-
ing spouse" as a widow or widower as defined in subsection 2 16(c)
or (g), respectively.

Section 315. Equalization of benefits under section 228
Section 315 of the bill amends section 228 of the Social Security

Act, which provides special payments for certain uninsured individ-
uals, to provide that where both members of a couple are eligible
for benefits under section 228 the wife will get an amount equal to
the full payment that the husband now gets, rather than an
amount equal to one-half of that amount as under present law.

Section 3 15(a) of the bill eliminates the provisions in section
228(b) of the Act which provide that where a husband and a wife
are both eligible for a benefit under section 228, the amount pay-
able to the wife shall be one-half the amount payable to the hus-
band. Thus, the full benefit amount will be payable to each
member of the couple.

Section 3 15(b) of the bill amends section 228(c)(2) of the Act to
provide that where only one member of a couple is entitled to a
benefit under this section and the other member is eligible for a
governmental pension, the full benefit payable under this section
will be reduced by the amount that the other member's govern-
mental pension exceeds the full benefit amount (rather than 50
percent of.that amount) determined under this section.

Section 3 15(c) of the bill amends section 228(c)(3) of the Act to
provide that where both members of a couple are entitled to bene-
fits under this section and the husband is eligible for a governmen-
tal pension, the benefit payable to the husband will be reduced by
the amount of his governmental pension. Then the benefit of his
wife will be reduced by the amount, if any, that the husband's gov-
ernmental pension exceeds the full amount of her benefit deter-
mined under this section. If the wife is eligible for a governmental
pension, the benefit of her husband determined under this section
will be similarly reduced.

Section 3 15(d) of the bill further amends section 228 of the Act by
substituting pronouns referring to both male and female genders
for pronouns referring to the male gender only, wherever they
appear.

Section 315(e) of the bill provides that the Secretary will increase
the benefit amounts specified in section 228 of the Social Security
Act to take account of any general benefit increases enacted or
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cost-of-living adjustments provided under section 215(i) which have
occurred since June 1974 or will occur in the future.
Section 316. Father's benefits

Section 316 of the bill provides benefits based on a retired, dis-
abled or deceased woman's Social Security earnings record for a
husband, divorced husband, widower, or surviving divorced father
caring for a minor or disabled child beneficiary on the same basis
as benefits are provided for women in the like circumstances.

Section 3 16(a) of the bill amends section 202(g) of the Act to pro-
vide father's insurance benefits based on a deceased worker's Social
Security earnings record for a widower or surviving divorced father
caring for a minor or disabled child beneficiary on the same basis
as are now provided for women.

Section 316(b) of the bill changes the heading of section 202(g) of
the Act from "Mother's Insurance Benefits" to "Mother's and Fa-
ther's Insurance Benefits".

Section 316(c) of the bill amends section 216(d) of the Act (as
amended by section 311(c)(1) of this bill) to provide definitions of
"surviving divorced father" and "surviving divorced parent." A
surviving divorced father is defined as a man divorced from an in-
dividual who has died if (a) he is the father of her son or daughter,
or (b) he legally adopted her son or daughter, or (c) she legally
adopted his son or daughter while he was married to her and while
the son or daughter was under age 18, or (d) he was married to her
at the time both of them legally adopted a child under age 18. A
surviving divorced parent is defined as either a surviving divorced
mother or surviving divorced father.

Section 3 16(d) of the bill makes a conforming change in section
202(c)(1) of the Act (as amended by section (3 11(a) of this bill) in the
nature of a cross reference to section 202(s) of the Act to provide
that a man may not be entitled to husband's insurance benefits
before age 62 where the only entitled child he has in his care is
over age 16 and is not disabled.

Section 316(e) of the bill amends section 202(c)(1)(B) of the Act to
provide that a retired or disabled worker's husband under age 62
who is caring for an entitled child beneficiary may qualify for hus-
band's insurance benefits.

Section 316(0 of the bill amends section 202(c)(1) of the Act (as
amended by section 311(a) of the bill) to provide that husband's in-
surance benefits will terminate when a man under age 62 is no
longer caring for an entitled child beneficiary who has not attained
age 16 and is not disabled.

Section 316(g) of the bill amends section 202(fXl)(C) of the Act to
provide for automatic conversion from father's insurance benefits
to widower's insurance benefits at age 65.

Section 3 16(h) of the bill makes a conforming change in section
202(0(5) of the Act (as redesignated by section 131(b)(3)(A) of the
bill) to add an 84-month period after entitlement to father's bene-
fits ends as an additional period of time during which a widower's
disability may begin. This additional period of time is available to
widows under present law.
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Section 317. Effect of marriage on childhood disability benefits and
on other dependent's or dependent survivor's benefits

Section 317 of the bill amends section 202 of the Social Security
Act to provide in certain cases that the termination of a male indi-
vidual's entitlement to benefits based on a disability shall not
cause his spouse's entitlement to dependent's or survivor's benefits
to be terminated.

Section 317(a) strikes out that part of section 202(d)(5) of the Act
that provides for the termination of benefits to a female childhood
disability beneficiary married to a childhood disability or disabled
worker beneficiary whose benefits are terminated because he recov-
ers or engages in substantial gainful work. (Present law includes
no provision for terminating the benefits of a male childhood dis-
ability beneficiary under similar circumstances.) Subsection (a) also
amends sections 1O1(b)(3), 202(e)(3), 202(g)(3) and 202(h)(4) to provide
for continuing the wife's, widow's or parent's insurance benefits of
a woman married to a childhood disability beneficiary whose bene-
fits are terminated because he recovers or engages in substantial
gainful work.

Section 317(b) of the bill provides that the amendment made by
subsection (a) shall be effective for terminations in months after
the month of enactment.

Section 318. Credit for certain military service
Section 318 of the bill amends section 217(f) of the Social Security

Act to extend its provisions to widowers. Under the present section
217(0, widows and children (but not widowers) may waive the right
to a civil service survivor's authority and instead receive credit for
military service prior to 1957 in determining eligibility for, or the
amount of, Social Security survivors' benefits.

Section 319. Conforming amendments
Section 3 19(a) of the bill amends section 202(b)(3)(A) of the Act

(as amended by section 311(a)(6) of the bill), to provide that the en-
titlement to benefits of a divorced wife shall not be terminated by
reason of her marriage to a man entitled to father's insurance
benefits.

Section 319(b) of the bill amends section 202(q)(3) of the Act to
provide that the old-age or disability insurance benefits of a surviv-
ing divorced husband shall be reduced to take account of his prior
receipt of reduced survivor's benefits.

Section 3 19(c) of the bill amends section 202(q)(5) of the Act to
provide that the benefits of a husband or widower shall not be ac-
tuarially reduced for any month in which he has a child under age
16 in his care.

Section 319(d)(1) of the bill amends section 202(q)(6)(A) of the Act
(as amended by section 134(a)(2) of this bill) to extend to an individ-
ual entitled to husband's insurance benefits present-law provisions
relating to certificates of election to receive actuarially reduced
benefits to a spouse who has an entitled minor or disabled child
beneficiary in his or her care.

Section 319(d)(2) amends section 202(q)(7) to provide that a hus-
band or widower (like a wife or widow) who gets reduced benefits
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because he elected to receive benefits before he reached age 65 to
adjust the reduction period subsequently to take account of months
the worker's child was in his or her care.

Section 319(eXl) of the bill amends section 202(sXl) of the Act by
providing a reference to section 202(c)(1) of the Act (as amended by
section 316(d) of this bill) to preclude entitlement of a man to hus-
band's insurance benefits before age 62 where the only entitled
child he has in his care is over age 16 and not disabled.

Section 319(e)(2) of the bill amends section 202(s)(2) of the Act by
providing a reference to section 202(c)(4) (as amended by section
311(a)(4) of this bill) to provide that the entitlement to benefits of a
divorced husband shall not terminate b reason of his marriage to
a person age 18 or over entitled to child s insurance benefits only if
the child was under a disability.

Section 319(e)(3) of the bill amends section 202(s)(3) of the Act (as
amended by section 131(c)(2) of this bill) by including references to
subsection 202(c)(4) (as added by section 31 1(aX4) and amended by
section 317(a) of the bill) and subsection 202(0(4) (as amended by
sections 311(0(5) and 317(b) of the bill) to provide that for certain
beneficiaries, marriage to a childhood disability beneficiary shall be
deemed not to have occurred.

Section 319(0 of the bill amends section 203(b) (as amended by
section 132(b) of the Act) of the Act by inserting a reference to fa-
ther's benefits to provide for deductions on account of earnings of
his retired-worker spouse.

Section 319(g) of the bill amends section 203(c) of the Act to in-
clude husbands and fathers in the provision that authorizes the
Secretary to make deduction from benefits on account of failure to
have a child in his care and in the provision for deductions from
benefits on account of noncovered work outside the United States.

Section 319(h) of the bill amends section 203(d) of the Act to au-
thorize deductions from the benefits of a man getting benefits as a
divorced husband or widower getting father's insurance benefits
who is married to a retired worker engaged in noncovered work
outside the United States, where such deductions are now author-
ized for female beneficiaries in similar circumstances.

Section 319(i)(1) of the bill amends section 205(b) of the Act (as
amended by section 311(d)(1) of the bill), as it relates to the proce-
dural rights of indivudals applying for benefits, to include surviv-
ing divorced fathers among the individuals who can request a hear-
ing.

Section 319(iX2) of the bill amends section 205(c)(1)(C) of the Act
(as amended by section 311(d)(2) of the bill) to include a surviving
divorced father in the definition of "survivor" for purposes of the
provisions of section 205(c) that relate to informing an individual or
his survivor of the amounts of such individual's wages and self-em-
ployment income, and of the periods during which such wages were
paid and such income was derived, shown in records maintained by
the Secretary.

Section 319(j) and (k) of the bill amend sections 216(fX3)(A) and
216(g)(6XA) of the Act, respectively to allow a man who was enti-
tled or potentially entitled to husband's insurance benefits based
on the earnings of his former wife in the month before his mar-
riage to another individual not to have to meet the 1-year duration-
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of-marriage requirement for husband's insurance benefits based on
such other individual's earnings.

Section 319(1) of the bill amends section 222(b)(1) of the Act to
provide for deductions from the benefits of a disabled surviving di-
vorced husband under age 60 who refuses to accept rehabilitation
services, as is now true for other such disabled dependents.

Section 319(m) of the bill amends section 222(b)(2) of the Act to
authorize deductions from the benefits of a man entitled to father's
insurance benefits who is married to a disability insurnace benefi-
ciary if she refuses to accept rehabilitation services and has deduc-
tions made from her benefits (as is now true for mother's insurance
benefits).

Section 319(n) of the bill amends section 222(b)(3) of the Act to
authorize deductions from the benefits of a man getting benefits as
a divorced husband based on the earnings of a disability insurance
beneficiary if she refuses to accept rehabilitation services and has
deductions made from her benefits (as is now true for other such
dependent beneficiaries).

Section 319(o) of the bill amends section 223(d)(2) of the Act to
make the definition of disability for widows, surviving divorced
wives and widowers, in present law also apply to surviving divorced
husbands.

Section 319(p) of the bill amends section 225 of the Act to extend
the Secretary's authority to suspend benefits of a surviving di-
vorced husband who is receiving benefits based on disability if he
believes that a person is no longer under a disability, (as is now the
case for other benefits based on disability).

Section 319(q)(1) of the bill amends section 226(e)(3) of the Act to
provide that, for purposes of entitlement to hospital insurance
benefits, a person entitled to father's insurance benefits will be
deemed to have filed for disabled widower's benefits on the basis of
his application for hospital insurance benefits, in the same manner
as persons entitled to mother's insurance benefits may not be
deemed to have filed for disabled widow's benefits.

Section 319(q)(2) of the bill amends section 226(e)(3) of the Act to
provide that, for purposes of determining an individual's entitle-
ment of hospital insurance benefits under the preceding section, an
individual will, upon furnishing proof of disability within 12
months after enactment, be deemed to have been entitled to
widow's or widower's benefits as of the time they would have been
entitled if timely application had been made.
Section i'20. Effective date

Section 320(a) provides that, except as otherwise provided, part B
of title III of the bill shall be effective with respect to Social Secu-
rity benefits payable for months after the month of enactment. Sec-
tion 320(b) provides that nothing in any amendment made under
part B shall affect benefits paid prior to enactment as a result of a
court decision (i.e., benefits for divorced husbands; surviving di-
vorced husbands; remarriage of a widower before attaining age 60;
and benefits for young fathers, young surviving divorced fathers
and husbands caring for child beneficiaries).
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Section 321. Coverage of employees of foreign affiliates of American
employers

Section 321(a)(1) of the bill amends section 3121(1)(1) of the Inter-
nal Revenue Code of 1954 (which provides that a domestic corpora-
tion may enter into an agreement with the Secretary of the Treas-
ury to permit Social Security coverage of U.S. citizens working
abroad for a foreign corporation which is a subsidiary of the domes-
tic corporation) to provide that (1) coverage shall also be provided
for U.S. residents, and (2) that any American employer, not just a
corporation may enter into such agreement.

Section 321(a)(2) of the bill amends section 3121(1)(8) of the Code
(defining "foreign subsidiary") to define a foreign affiliate of an
American employer as any foreign entity (not just a foreign corpo-
ration) in which such American employer has not less than a 10
percent interest. The bill further provides that an American em-
ployer has a 10 percent interest in any entity if the employer has
such interest directly (or through one or more entities): (1) in the
case of a corporation, in the voting stock thereof, and, (2) in the
case of any other entity, in the profits thereof.

Section 321(b) of the bill amends clause (B) of section 2 10(a) of
the Social Security Act (defining "employment") to conform to the
amendment made by section 321(a)(1) of the bill.

Section 32 1(c) of the bill amends section 406(a) of the Code (relat-
ing to treatment of certain employees of foreign subsidiaries for
pension, profit-sharing and stock bonus purposes) to extend its pro-
visions to U.S. residents working abroad for a foreign affiliate of an
American employer.

Section 32 1(d) of the bill amends section 407(a) of the Code (relat-
ing to certain employees of domestic subsidiaries engaged in busi-
ness outside the United States) to extend its provisions to U.S. resi-
dents who are employees of domestic subsidiaries engaged in busi-
ness outside the United States.

Section 321(e) of the bill amends sections 3121(1), 406, 1402(b) and
6413(c) of the Code to conform to the amendment made by section
321(a)(1) of the bill.

Section 321(0(1) of the bill provides that the amendments made
by section 321 of the bill (other than subsection (d)) shall apply to
new agreements entered into after the date of enactment or, at the
election of any American employer, shall apply to any agreement
entered into on or before the date of enactment. Any such election
shall be made in accordance with any regulations established by
the Secretary of the Treasury.

Section 321(0(2) of the bill provides that the amendments made
by section 321(d) shall apply to plans established after the date of
enactment or, at the election of any domestic parent corporation,
shall apply to any plan established on or before the date of enact-
ment. Any such election shall be made in accordance with any reg-
ulations established by the Secretary of the Treasury.
Section 322. Extension of coverage by international social security

agreement
Section 322(a) of the bill provides that services designated as em-

ployment under an international Social Security agreement en-
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tered into under section 233 of the Social Security Act are covered
and taxed for Social Security purposes.

Section 322(a)(1)(A) of the bill makes a change in section 210(a) of
the Act to conform it to the amendment made by section
322(a)(1)(B).

Section 322(a)(1)(B) of the bill amends section 210(a) of the Social
Security Act to add a new clause (C) which provides that the defini-
tion of "employment" includes service, regardless of where or by
whom performed, which is designated as employment or recognized
as equivalent to employment under an international Social Secu-rity agreement.

Section 322(a)(2) of the bill amends section 3121(b) of the Internal
Revenue Code of 1954 to conform to the amendments made by sec-
tion 322(a)(1) of the bill.

Section 322(b) provides that net earnings from self-employment
derived by a nonresident alien individual are covered and taxed for
Social Security purposes as provided for under an international
Social Security agreement.

Section 322(b)(1) of the bill amends section 211(b) of the Act to
provide that the definition of "self-employment income" for Social
Security purposes includes net earnings from self-employment de-
rived by a nonresident alien individual as provided for under an in-
ternational Social Security agreement.

Section 322(b)(2) of the bill amends section 1402(b) of the Code to
conform to the amendment made by section 322(b)(1) of the bill.

Section 322(c) of the bill provides that the amendments made by
subsections (a) and (b) are effective for taxable years beginning on
or after enactment.

Section 323. Treatment of certain service performed outside the
United States

Section 323(a) of the bill provides that services performed outside
the United States by a U.S. resident for an American employer are
covered and taxed for Social Security purposes.

Section 323(a)(1) of the bill amends section 312 1(b) of the Internal
Revenue Code of 1954 to provide that the definition of "employ-
ment" for Social Security tax purposes includes service performed
outside the United States by U.S. residents for American employ-
ers.

Section 323(a)(2) of the bill amends section 210(a) of the Act to
provide that the definition of "employment" for Social Security
coverage purposes includes service performed outside the United
States by U.S. residents for American employers.

Section 323(b) of the bill amends the Act to provide that the ex-
clusion from gross income for income tax purposes of certain for-
eign earned income (in accordance with section 911(a)(1) of the In-
ternal Revenue Code of 1954) shall not apply in computing net
earnings from self-employment for Social Security purposes.

Section 323(b)(1) of the bill amends section 1402(a)(11) of the Code
by providing that income described in section 911(a)(1) of the Code
cannot be excluded from gross income in computing net earnings
from self-employment.

Section 323(b)(2)(A) of the bill amends section 211(a)(10) of the
Act to provide that foreign earned income excluded under section
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911(a)(1) of the Code shall not be excluded from gross income in
computing net earnings from self-employment for Social Security
purposes.

Section 323(b)(2)(B) of the bill amends section 211(a)(10) of the Act
to provide that, with respect to taxable years beginning after De-
cember 31, 1981 and before January 1, 1984, an individual de-
scribed in 911(d)(1)(B) of the Code (a citizen or resident of the
United States who is present in a foreign country during at least
330 full days of any period of 12 consecutive months) cannot ex-
clude foreign earned income from gross income for purposes of de-
termining net earnings from self-employment for purposes of Social
Security coverage.

Section 323(c)(1) of the bill provides that the amendments made
by section 323(a) of the bill apply to remuneration paid after De-
cember 31, 1983.

Section 323(c)(2) of the bill provides that the amendments made
by section 323(b) of the bill (except for the amendment made by sec-
tion 323(b)(2)(B)) apply to taxable years beginning after December
31, 1983.

Section 324. Treatment of pay after age 62 as wages
Section 324(a) of the bill repeals section 209(i) of the Social Secu-

rity Act which excludes from the definition of wages for Social Se-
curity purposes any payment (other than vacation or sick pay)
made to an employee after the month in which he or she attains
age 62 if the employee did not work for the employer in the period
for whch such payment is made.

Section 324(b) of the bill repeals section 3121(a)(9) of the Code to
conform to the amendment made by section 324(a) of the bill.

Section 324(c) of the bill provides that the amendments made by
this section apply with respect to calendar years beginning more
than 6 months after enactment.
Section 325. Treatment of contributions under simplified employee

pensions
Section 325(a) of the bill amends section 3121(a)(5)(D) of the Inter-

nal Revenue Code of 1954 by striking out the reference to section
219 of the Code and replacing it with a reference to section
219(b)(2) of the Code, to assure that the entire employee contribu-
tion to a simplified employee pension, as defined in section 408(k)
of the Code, is taxable for Social Security purposes.

Section 325(b) of the bill amends section 209(e) of the Social Secu-
rity Act by adding a new paragraph (5) which excludes from the
definition of "wages" for Social Security coverage purposes employ-
er contributions to a simplified employee pension if, at the time of
payment, it is reasonable to believe that the employee will be enti-
tled to a deduction from adjusted gross income under 219(b)(2) of
the Code for such payment.

Section 325(c) of the bill provides that the amendment made by
section 325 shall apply to remuneration paid after December 31,
1983.
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Section 326. Effect of changes in names of State and local employees
groups in Utah

Section 326(a) of the bill amends section 2 18(o) of the Social Secu-
rity Act, which provides that certain entities in Utah may be treat-
ed as separate coverage groups with respect to Utah's coverage
agreement with the Secretary, by adding at the end thereof a new
sentence stating that the special treatment of such entities is not
affected by changes in the names of the entities.

Section 326(b) of the bill provides that the amendment applies to
name changes made before, on, or after enactment.

Section 327. Effective dates of international social security agree-
ments

Section 327(a) of the bill amends section 233(e)(2) of the Social Se-
curity Act by changing the congressional review period for interna-
tional Social Security agreements from a period during which each
House of the Congress has been in session on each of 90 days to a
period during which at least on House of the Congress has been in
session on each of 60 days.

Section 327(b) of the bill provides that the amendment made by
section 327(a) is effective upon enactment.

Section 328. Technical correction with respect to withholding of sick
pay of participants in multiemployer plans

Section 328(a) of the bill amends section 3(d)(2) of Pub. Law 97—
123 by adding a new subparagraph (D). The new subparagraph pro-
vides that a multiemployer sick plan shall act, to the extent pro-
vided in regulations, as an agent of the employer for whom a
worker normally renders services.

Section 328(b) of the bill provides that the amendment is effec-
tive with respect to sick pay paid after June 30, 1983.

Section 329. Amounts received under certain deferred compensation
and salary reduction arrangements treated as wages for FICA
taxes

Section 329(a) of the bill amends section 3121 of the Internal Rev-
enue Code of 1954 by adding a new subsection (v) which specifies
that nothing in section 3121(a), which defines "wages" for Social
Security taxation purposes, shall exclude "wages" from Social Se-
curity taxation purposes any employer contributions: (1) under a
qualified cash or deferred compensation plan described in section
401(k) of the Code, (2) under a cafeteria plan described in section
125(d) of the Code (to the extent an employee can choose to receive
a cash, property, or other benefits that would be taxable for Social
Security purposes), or (3) for the purchase of an annuity contract
described in section 403(b) of the Code.

Section 329(b) of the bill amends section 209 of the Social Secu-
rity Act by adding a new paragraph at the end thereof to conform
to the amendments made by subsection (a) of the bill.
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Section 880. Codification of Rowan decision with respect to meals
and lodging

Section 330(a)(1) of the bill amends section 3121(a) of the Internal
Revenue Code of 1954 by adding a new paragraph (19) which spe-
cifically excludes from wages taxable for Social Security purposes
the value of an employee's meals or lodging furnished by or on
behalf of the employer if, at the time they are furnished, it is rea-
sonable to believe that the employee will be able to exclude such
items from income under section 119 (which provides an exclusion
from gross income for the value of meals and lodging furnished for
the convenience of employers).

Section 330(a)(2) of the bill amends section 209 of the Social Secu-
rity Act by adding a new subsection (r) which specifically excludes
from covered wages for Social Security purposes the value of an
employee's meals or lodging excluded from taxation under 330(a)(1)
of the bill.

Section 330(b)(1) of the bill amends section 3121(a) of the Internal
Revenue Code of 1954 by adding a sentence after paragraph (19) (as
added by section 330(a)(1) of the bill) providing that regulations pre-
scribing exclusions from wages for income tax withholding pur-
poses shall not be construed to require a similar exclusion from
wages for Social Security taxation purposes.

Section 330(b)(2) of the bill amends section 209 of the Act by
adding a sentence after subsection (r) (as added by section 330(a)(2)
of the bill) providing that regulations prescribing exclusions from
wages for income tax withholding purposes shall not be construed
to require a similar exclusion from wages for Social Security cover-
age purposes.

Section 881. Technical and conforming amendments to the maxi-
mum family benefit provisions

Section 331 of the bill eliminates the January readjustment of
the limit on combined maximum family benefits (CMFB) that
occurs because of a technical defect in the maximum family benefit
provision included in the 1977 Social Security amendments.

Section 331(a)(1) of the bill amends section 203(a)(3)(A)(ii) of the
Social Security Act to restate that the CMFB limit is equal to 1.75
times the highest primary insurance amount possible based on the
contribution and benefit base for a given year, and to specify that
once the CMFB is computed for a family, that limit will thereafter
increase on the basis of cost-of-living increases alone. The year for
which the CMFB is computed for a family will be the later of 1983
or the year the CMFB provisions first apply. There is a special rule
that if the CMFB provisions cease to apply for a family and then
subsequently apply again, the CMFB limit will be redetermined.

Section 331(a)(2) of the bill amends section 203(a)(7) of the Act to
provide that the new rules on the CMFB limit will also apply to
CMFB cases where at least one of the primary insurance amounts
involved is computed under the pre-1977 amendment provisions
and at least one other is computed under the post-1977 amendment
provisions.
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Section 331(b) of the bill corrects a cross reference to a maximum
family benefit provision to which a conforming change should have
been made, but was not, in the 1977 amendments.

Section 331(c) of the bill provides that the new rules on the
CMFB limit will be effective with respect to payments made for
months after December 1983.

Section 332. Reduction from 72 to 70 of age beyond which no de-
layed retirement credits can be earned

Section 332 of the bill is a technical amendment to make a con-
forming change in section 202(w) of the Act that increases Social
Security benefits on account of delayed retirement—retirement
after age 65.

Section 332(a) would lower from 72 to 70 the age beyond which
no further delayed retirement credit is available.

Section 332(b) provides that the change would apply to workers
who reach age 70 after 1983. For workers who reach age 70 before
1984, prior law would apply except that no delayed retirement
credits would accrue for any months after 1983.

Section 333. Relaxation of insured status requirements for certain
workers previously entitled to a period of disability

Section 333(a)(1) of the bill makes a conforming change in clause
(ii) of section 216(iX3)(B) of the Social Security Act.

Section 333(aX2) of the bill adds a new clause (iii) to section
216(i)(3)(B) of the Act which extends the special insured status test
described in clause (ii) for purposes of a period of disability to those
workers who used the special insured status test in establishing a
period of disability that began before they became age 31, who sub-
sequently recovered, but who then became redisabled at age 31 or
later before having enough time to work long enough to earn 20
quarters of coverage prior to becoming redisabled. Such a worker
would be insured if at least half (and not less than six) of the quar-
ters elapsing after he or she attained age 21 and up to and includ-
ing the quarter in which the worker became redisabled were quar-
ters of coverage, or, if the redisability occured before 12 quarters
have elapsed, at least 6 of the 12 quarters ending with the quarter
of disability were quarters of coverage.

Section 333(b)(1) of the bill makes a conforming change in clause
(ii) of section 223(c)(1)(B) of the Act.

Section 333(b)(2) of the bill adds a new clause (iii) to section
223(c)(1)(B) of the Social Security Act which extends the special in-
sured status test for purposes of disability insurance benefits in the
same manner as such test is extended under section 333(a)(2) for
purposes of a period of disability.

Section 333(c) of the bill provides that the amendments made by
subsections (a) and (b) will be effective with respect to applications
filed after the date of enactment, except that no monthly benefits
will be payable or increased by reason of these amendments for
months before the month after enactment.
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Section 4. Protection of benefits of illegitimate children of dis-
abled beneficiaries

Section 334(a) of the bill amends section 216(h)(3) of the Act to
provide benefits for illegitimate children of disabled workers for
the month in which they satisfy all entitlement conditions, as pro-
vided under present law to the illegitimate children of retired
beneficiaries.

Section 334(b) of the bill provides that the amendment made by
subsection (a) shall be effective on the date of enactment.

Section 5. One-month retroactivity of widow's and widower's in-
surance benefits

Section 335 of the bill amends section 202(j)(4)(B) of the Act to
allow an aged widow or widower to receive actuarially reduced
benefits for the month in which the insured spouse died, if the ap-
plication is filed in the following month, even though the retroac-
tive payment would result in a lower future monthly benefits than
would be the case if benefits were not paid retroactively.

Section 335(a) of the bill amends section 202(j)(4)(B) of the Act to
make an exception to the rule, enacted by the Social Security
Amendments of 1977, that bars the payment of retroactive benefits
if such payments would require the lowering of future benefits.

Section 335(b) provides that this change would apply to survivors
who apply for monthly benefits after the second month following
the month of enactment.
Section 6. Nonassignability of benefits

Section 336(a)(1) of the bill amends section 207 of the Social Secu-
rity Act, which concerns assignment of benefits, by designating the
text of the present section 207 as subsection (a).

Section 336(a)(2) of the bill amends section 207 of the Act by
adding a new subsection (b) which prohibits the provisions of sec-
tion 207 from being limited, superseded, or modified by any other
provision of law except by express reference to section 207.

Section 336(b) of the bill amends section 459(a) of the Act by in-
serting a reference to section 207 in order to continue to permit, for
purposes of child support and alimony obligations, the garnishment
and similar proceedings against an individual's Federal benefits
which are based upon remuneration for employment.

Section 336(c) of the bill provides that the amendments made by
subsection (a) will apply only with respect to benefits payable or
rights existing under the Act on or after the date of enactment.

Section 7. Use of death certificates to prevent erroneous payments
to deceased individuals

Section 338 of the bill amends section 205 of the Social Security
Act to add a new subsection (r), which would authorize the Secre-
tary of Health and Human Services to establish a program under
which the States would furnish information derived from official
death certificates for the purpose of correcting Social Security Ad-
ministration records and preventing payments to deceased persons.
The new subparagraph (r) would exempt death information fur-
nished by the States from the disclosure provisions of the Freedom
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of Information Act and provide for payment to the States for the
reasonable cost of furnishing such information.

Section &8. Public pension offset
Section 338 of the bill liberalizes the amount of the Social Secu-

rity spouse's or surviving spouse's benefit that is offset when a
person receives a governmental pension based on his or her own
work not covered by Social Security.

Section 338(a)(1) of the bill amends sections 202(b)(4)(A), (c)(2)(A),
(fX2)(A), and (g)(4)(A) of the Act and paragraph (7)(A) of section
202(e) of the Act (as redesignated by section 131(a)(3)(A) of the bill)
to provide that the amount of the offset will be equal to one-third
of the amount of any monthly periodic public pension, rather than
the full amount of that pension. Section 338(a)(2) of the bill pro-
vides that the amount of any reduction under this provision will be
rounded, if necessary, to the next higher multiple of $0.10.

Section 338(b) of the bill provides that this amendment will apply
to the monthly benefits of persons who become eligible for public
pensions after June 1983.

Section &9. Study concerning the establishment of the Social Secu-
rity Administration as an independent agency

Section 339 provides for a Joint Study Panel under the authority
of the Ways and Means and Finance Committee to make a study
concerning the establishment of the Social Security Administration
as an independent agency.

Subsection (a) establishes a Joint Study Panel on the Social Secu-
rity Administration.

Subsection (b) prescribes the manner of appointment of the mem-
bers appointed to the Panel.

Subsection (b)(1) provides that the Panel shall be composed of
three members, appointed jointly by the Chairman of the Commit-
tee on Ways and Means of the House of Representatives and the
Committee on Finance of the Senate and that such Chairman shall
jointly select one member of the Panel to serve as its Chairman.
The provision further requires that members of the Panel shall be
chosen, on the basis of their integrity, impartiality, and good judg-
ment, from individuals who, as a result of their training, experi-
ence, and attainments, are widely recognized by professionals in
the field of government administration as experts in that field.

Subsection (b)(2) provides that vacancies in the membership of
the Panel shall not affect the power of the remaining members to
perform the duties of the Panel and shall be filled in the same
manner in which the original appointment was made.

Subsection (b)(3) provides that each member of the Panel not oth-
erwise in the employ of the U.S. Government shall receive the
daily equivalent of the annual rate of basic pay payable for level V
of the Executive Schedule for each day during which such member
is actually engaged in the performance of the duties of the Panel.
Further, each member of the Panel shall be allowed travel ex-
penses in the same manner as any individual employed intermit-
tently by the Federal Government is allowed travel expenses under
section 5703 of title 5, United States Code.
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Subsection (b)(4) provides that, by agreement between the Chair-
men of the Committee on Ways and Means and the Committee on
Finance, such Committees shall provide the Panel, on a reimburs-
able basis, office space, clerical personnel, and such supplies and
equipment as may be necessary for the Panel to carry out its
duties. Further, subject to such limitations as the Chairmen of such
Committees may jointly prescribe, the Panel may appoint such ad-
ditional personnel as it considers necessary and may fix the com-
pensation of such personnel as it considers appropriate at an
annual rate which does not exceed the rate of basic pay then pay-
able for GS-18, and may procure by contract the temporary or in-
termittent services of clerical personnel and experts or consultants,
or organizations thereof.

Subsection (b)(5) provides for appropriating to the Panel from the
four Social Security trust funds such sums as the Chairmen of the
Committee on Ways and Means and the Committee on Finance
shall jointly certify to the Secretary of the Treasury as necessary to
carry out the Panel's duties. Further, the Secretary of the Treasury
shall allocate among the four trust funds the total amount to be
transferred from the trust funds so that the amount of the sums
transferred from each such trust fund shall bear the same ratio to
the total amount transferred from all such trust funds as the
amount expended from such trust fund during the fiscal year
ending September 30, 1982, bears to the total amount expended
from all such trust funds during such fiscal year.

Subsection (c) sets forth the duties of the Panel with respect to
the study provided for under this section.

Subsection (c)(1) provides that the Panel shall undertake, as soon
as possible after the date of enactment, a thorough study with re-
spect to the feasibility and implementation of removing the Social
Security Administration from the Department of Health and
Human Services and establishing it as an independent agency in
the executive branch with its own independent administrative
structure, including the possibility of such a structure headed by a
board appointed by the President, by and with the advice and con-
sent of the Senate.

Subsection (c)(2) provides that the Panel, in its study, shall ad-
dress, analyze, and report specifically on the following matters: the
effect of the organizational status of the Social Security Adminis-
tration on beneficiaries under the Social Security Act and the gen-
eral public; the legal and other relationships of the Social Security
Administration with other organizations, within and outside the
Federal Government, and the changes in such relationships which
would be required as a result of establishing the Social Security
Administration as an independent agency; any changes which may
be necessary or appropriate, in the course of establishing the Social
Security Administration as an independent agency, in the constitu-
tion of the Boards of Trustees of the four Social Security trust
funds; and such other matters as the Panel may consider relevant
to the study.

Subsection (d) provides that the Panel shall submit to the Com-
mittee on Ways and Means of the House of Representatives and
the Committee on Finance of the Senate, not later than April 1,
1984, a report of the findings of its study, together with any recom-
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mendations the Panel considers appropriate. Further, the Panel
and all authority granted in this section shall expire 30 days after
the date of the filing of the required report.

Section 340. Conforming changes in medicare premium provisions to
reflect changes in costs-of-living benefit adjustments

Section 340 of the bill amends sections 1818(d) and 1839(c) and (g)
of the Social Security Act, which establish monthly premium rates
under parts A and B of title XVIII of the Act, to provide that the
effective dates of changes in the monthly premium for uninsured
persons enrolled in part A, hospital insurance, and the monthly
premium for persons enrolled in part B, supplementary medical in-
surance, will be moved from July of a year to January of a year.

Section 340(a)(1) of the bill amends section 1818(d)(2) to change
the time when the Secretary of Health and Human Services must
determine and promulgate the monthly premium under part A
from the last calendar quarter of each year to the next to last cal-
endar quarter of each year.

Sections 340(a)(2) and (3) of the bill further amend section
1818(d)(2) to change the effective date of changes in the part A pre-
mium from July 1 of the year following the year of promulgation
to January 1 of the year following the year of promulgation.

Section 340(b)(1)(A) of the bill amends section 1839(c) to change
the time when the Secretary of Health and Human Services must
determine and promulgate the actuarial rates for the aged and dis-
abled and the monthly premium rate for all part B enrollees from
December of each year to September of each year.

Sections 340(b)(1)(B), (C) and (D) amend sections 1839(c)(1)(3) and
(4) to change the period for which the actuarial rates and monthly
premium will apply from the 12-month period beginning on July of
the year following the year of promulgation to the calendar year
following the year of promulgation.

Sections 340(b)(1)(E) and (F) further amend section 1839(C)(3)(A)
to change the period over which the comparison of primary insur-
ance amounts at a given AIME level is made for purposes of estab-
lishing a percentage limitation on increases in the monthly premi-
um from May 1 of the year of promulgation and May 1 of the fol-
lowing year to November 1 of the year preceding the year of pro-
mulgation and November 1 of the year of promulgation.

Sections 340(b)(2)(A) and (B) amend section 1839(g) to provide
that the requirement that the monthly premium for months after
June 1983 and prior to July 1985 equal 50 percent of the actuarial
rate for the aged will apply instead to months after December 1983
and prior to January 1986.

Section 340(c) provides that the amendments made by subsec-
tions 340(a) and (b) will apply to premiums for months beginning
with January 1984.

Section 340(c)(1) provides that, for months after June 1983 and
before Janurary 1984, the monthly premium rates under parts A
and B of titles XVIII will equal the monthly premium rates for
June 1983.

Section 340(c)(2) provides that the amount of the government
contribution for months after June 1983 and before January 1984
will be computed on the basis of the actuarial rate which would
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have been in effect without regard to this section, but using the
premium which was actually in effect for these months.

D. Supplemental Security Income (SSI) Provisions (Title IV)

1. SUMMARY

A. BENEFIT INCREA5E AND PAss-THROUGH REQUIREMENTS

(1) The Federal SSI benefit payment is increased by $20 per
month for individuals and $30 per month for couples, effective July
1, 1983.

(2) The next Federal SSI cost-of-living adjustment (COLA) is de-
layed from July 1983 until January 1984, and the current linkage
between the OASDI and the SSI COLA is maintained. Federal SSI
benefits will be adjusted in January 1984, and every January there-
after, by the same percentage and under the same procedures as
OASDI benefits.

(3) The current SSI pass-through law is amended to provide that,
in order to meet the "payment level" pass-through requirement, a
State could not reduce its SSI supplemental payment levels below
the amount that would provide SSI recipients with an increase in
benefits equal to the amount that Federal SSI benefits would be in-
creased in July 1983 under the current COLA provisions. A State
could continue to comply with Federal pass-through law by meet-
ing the present "aggregate amount" requirement. In other words,
as under current law, a State would not be required to spend more
in total for State SSI supplemental payments than the total aggre-
gate amount of State supplementation paid by the State in the pre-
vious 12-month period.

B. PAYMENT OF 551 TO TEMPORARY RE5IDENT5 OF PUBLIC EMERGENCY
SHELTERS

Under current law, aged, blind or disabled individuals who are
residents of private emergency shelters are eligible for SSI. Howev-
er, such residents of public shelters cannot receive SSI. Under the
committee bill, aged, blind or disabled individuals who are tempo-
rary residents of public emergency shelters could receive SSI pay-
ments for a period of up to three months during any 12 month
period.

C. DISREGARD OF EMERGENCY AND OTHER IN-KIND ASSISTANCE

Effective from enactment until September 30, 1984, emergency
and other in-kind assistance provided by a private nonprofit organi-
zation to an aged, blind or disabled individual, or to a family with
dependent children, would be disregarded under the SSI and AFDC
programs, if the State determines that such assistance was pro-
vided on the basis of need.



2. COMPARJSO WITH PRESENT LAW

Is8ue Current law Committee bill

a. SSI Benefit Increase and Pass-
Through Requirements.

a. Continued—SSI Benefit Increase
and Pass-Through Requirements.

b. Payment of SSI to Temporary Resi-
dents of Public Emergency Shelters.

a. (1) The current maximum monthly SSI benefit is $284.30
for a single person and $426.40 for married couples.
Benefits are indexed to the Consumer Price Index (CPI).
Cost-of-living increases are provided annually in July if
the CPI for the first quarter of the calendar year in-
creases by at least 3 percent over the first quarter of the
previous year. Benefits are increased by the same percent-
age as social security benefits. This occurs through a
reference in the SSI law to the social security cost-of-
living provision. For example, the current payment level
of $284.30 per individual, which became effective July
1982, represents an increase of 7.4 percent (or $19.60
monthly) from the previous July 1981 level of $264.70.

(1) Since July 1977, States that supplement Federal SSI
benefits have been required to meet SSI "pass-through
requirements" contained in Federal law. A State could
meet these requirements by either (1) maintaining the
State supplementation payment levels at the levels paid
in December 1976; or (2) by spending in total no less for
State SSI supplemental payments than the total aggre-
gate amount of State supplementation paid by the State
in the previous 12-month period. An amendment con-
tained in the Tax Equity and Fiscal Responsibility Act of
1982 (P.L. 97-248) allows a State that shifts from the
aggregate spending option to the State supplementation
payment level option to use the State supplementation
payment level in the previous December rather than the
level in December 1976.

Under current law, aged, blind or disabled individuals who
are residents of priuate emergency shelters are eligible for
SSI. However, such residents of public shelters cannot
receive SSI.

a (1) The Federal SSI benefit payment is increased by $20
per month for individuals and $30 per month for couples,
effective July 1, 1983.

The next Federal SSI cost-of-living adjustment (COLA) is
delayed from July 1983 until January 1984. The Federal
SSI benefits will be adjusted in January 1984, and every
January thereafter, by the same percentage and under
the same procedures as OASDI benefits.

(1) The current SSI pass-through law is amended to provide
that, in order to meet the "payment level' pass-through
requirement, a State could not reduce its SSI supplemen-
tal payment levels below the amount that would provide
SSI recipients with an increase in benefits equal to the
amount that Federal SSI benefits would be increased in
July 1983 under the current COLA provisions. A State
could continue to comply with Federal pass-through law
by meeting the present "aggregate amount" requirement.
In other words, as under current law, a State would not
be required to spend more in total for State SSI supple-
mental payments than the total aggregate amount of
State supplementation paid by the State in the previous
12-month period.

Aged, blind or disabled individuals who are temporary
residents of public emergency shelters could receive SSI
payments for a period of up to three months during any
12-month period.

-



2. COMPARISON WITH PRESENT LAW—Continued

Issue Current law Committee bill

c. Disregard of Emergency and Other Under present law, emergency and in-kind assistance (other Effective from enactment until September 30, 1984, emer-
In-Kind Assistance. than assistance to meet home energy needs) provided to gency and other in-kind assistance provided by a private

. aged, blind or disabled individuals must be counted as
income under the SSI program. Such assistance provided
to families with childen may be counted as income under
the AFCD program.

nonprofit organization to an aged, blind or disabled mdi-
vidual, or to a family with dependent children. would be
disregarded under the SSI and AFDCI programs, if the
State determines that such assistance was provided on the
basis of need.



109

3. SECTION-BY-SECTION EXPLANATION

Section 401: Increase in Federal SSI benefit standard
The current Federal monthly SSI benefit standard is $284.30 for

a single person and $426.40 for married couples. Benefits are in-
dexed to the Consumer Price Index (CPI). Cost-of-living increases
are provided annually in July if the CPI for the first quarter of the
calendar year increases by a least 3 percent over the first quarter
of the previous year. Benefits are increased by the same percentage
as social security benefits. This occurs through a reference in the
SSI law to the SSI social security cost-of-living provision. For exam-
ple, the current payment level of $284.30 per individual, which
became effective July 1982, represents an increase of 7.4 percent
(or $19.60 monthly) from the previous July 1981 level of $264.70.

Section 401 contains changes in the SSI law that are directly re-
lated to the Social Security amendments included in previous
Titles of this bill and the proposed changes in SSI contained in the
recommendations of the National Commission on Social Security
Reform.

This section provides for a $20 increase in the Federal SSI bene-
fit standard for an individual and a $30 increase for a couple, effec-
tive July 1, 1983. This increase would be in lieu of the cost-of-living
increase in the Federal SSI benefits standard that would occur July
1, 1983 under current law. It is also in lieu of the National Social
Security Commission's proposal to increase the current $20 month-
ly disregard to $50, limiting the additional $30 to OASDI benefits
only.

The next cost-of-living adjustment (COLA) in the Federal SSI
benefit standard would occur on January 1, 1984 and then each
January 1st thereafter. As under present law, the cost-of-living in-
crease for SSI benefits would continue to occur through the refer-
ence in the SSI law (Title XVI) to the provisions in the Social Secu-
rity law (Title II) which make automatic cost-of-living increases in
Social Security benefits. Therefore, the six-month delay and related
modifications in the base period for determining the cost-of-living
increase contained in the Social Security amendments in this bill
will also apply to the SSI program.

A stated intent of the Social Security Commission's report was to
provide that low income social security recipients be protected
against a loss of income due to the proposed six-month delay in the
OASDI cost-of-living increase, from July 1, 1983 until January 1,
1984. Under the Commission's proposal to increase the SSI disre-
gard of OASDI income from $20 to $50 a month, concurrent recipi-
ents of SSI and OASDI would have received a $30 monthly increase
in their total income as of July 1, 1983.

In other words, increasing the disregard, as proposed by the Com-
mission, would have more than made up for the income loss due to
the six-month COLA delay for those SSI recipients who also receive
OASDI (social security) benefits. This is approximately one-half of
all SSI recipients. The other half, however, those who receive only
SSI benefits, which is approximately two million individuals, would
not benefit from the proposed increase in the disregard.

As shown in table 1, while 70 percent of the aged receiving SSI
receive both SSI and social security payments, only 36 percent of
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the disabled and 38 percent of the blind receiving SSI also receive
social security benefits. Table 2 shows the percentage of the SSI re-
cipients in each State, by reason for SSI eligibility, who else receive
social security benefits.

Because the proposed disregard increase would benefit only one-
half of all SSI recipients, the Committee chose to increase the Federal
SSI benefit standard by $20 per month for individuals and $30
per month for couples, instead of increasing the disregard of social
security income by $30 per month. This increase will apply to all
SSI recipients, those who receive only SSI payments as well as
those who receive both SSI and social security benefits.

TABLE 1.—NUMBER OF PERSONS RECEIVING FEDERALLY ADMINISTERED PAYMENTS: PERCENT

RECEIVING OTHER INCOME AND AVERAGE MONTHLY AMOUNT, BY REASON FOR ELIGIBILITY AND

TYPE OF INCOME, MAY 1982

Type 01 income Total

Reason for eigibiity

—
AEed Blind Disabled

Total number 3961,932 1,632615 78095 2251822

Percent with other income:

Social security benefits 50.1 70.1 37.6 36.1

Other unearned income 10.4 12.6 11.4

Earned income 3.2 1.6 6.8 4.3

Average monthly amount:

Social security benefits $233 $236 $246 $228

Other unearned income $80 $71 $81 $90

Earned income $108 $106 $404 $93

TABLE 2.—SUPPLEMENTAL SECURITY INCOME FOR THE AGED, BLIND, AND DISABLED: PERCENT OF

PERSONS IN CONCURRENT RECEIPT OF FEDERALLY ADMINISTERED SSI PAYMENTS AND SOCIAL

SECURITY BENEFITS AND AVERAGE MONTHLY AMOUNT OF SOCIAL SECURITY BENEFITS, BY

REASON FOR ELIGIBILITY AND STATE, DECEMBER 1980

Percent with social

Total AEed

security benefits Average monthly social securnty benefit

Bend Disabled Total AEed B!ind Disabled

Total 51.0 70.2 37.8 36.0 $196.94 $198.56 $208.43 $194.00

Alabama 58.7 72.8 34.4 40.7 164.00 164.96 159.33 161.85

Alaska 34.4 55.3 17.5 21.8 171.49 169.74 187.00 173.89

Arizona 44.3 65.6 25.4 31.0 167.22 168.38 164.70 165.68

Arkansas 61.0 75.7 33.1 43.4 164.31 165.58 159.03 161.66

California 60.1 77.5 55.0 45.8 254.44 258.33 255.66 248.86

Colorado 43.8 64.9 19.1 28.1 177.37 177.83 179.96 176.51

Connecticut 31.3 48.4 21.9 23.4 180.73 183.22 175.88 178.41

Delaware 47.0 72.5 47.6 32.6 188.16 189.69 199.31 185.63

District of Columbia 38.0 67.7 27.8 26.6 184.51 186.61 193.90 182.26

Florida 41.6 50.5 30.7 32.9 177.32 178.25 169.59 176.11

Georgia

Hawaii

53.4

41.9

70.4

52.4

33.0

22.9

39.1

32.0

170.24

187.57

171.31

189.57

157.73

193.08

168.92

184.16

Idaho 48.5 75.1 25.4 35.0 180.31 183.37 174.97 176.93

llIinos 32.4 56.2 21.2 22.9 177.38 179.92 175.55

Indiana 45.9 71.4 26.0 32.1 177.70 180.58 172.67

Iowa 52.7 74.1 43.7 36.6 183.32 186.43 191.71 177.62

Kansas 44.7 69.5 34.6 29.0 178.56 181.85 178.49 173.53

Kentucky 51.0 71.6 24.9 35.3 161.72 164.49 143.32 157.66

161.13Louisiana 47.6 64.9 27.7 32.1 165.14 167.45

Maine

Maiyland

63.6

38.6

84.1

63.6

48.1

22.4

47.3

26.3

205.59

178.92

209.28

181.72

182.44

181.69

200.80

175.49
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TABLE 2.—SUPPLEMENTAL SECURITY INCOME FOR THE AGED, BLIND, AND DISABLED: PERCENT OF

PERSONS IN CONCURRENT RECEIPT OF FEDERALLY ADMINISTERED SSI PAYMENTS AND SOCIAL

SECURITY BENEFITS AND AVERAGE MONTHLY AMOUNT OF SOCIAL SECURITY BENEFITS, BY

REASON FOR ELIGIBILITY AND STATE, DECEMBER 1980—Continued

Percent with scia
State

Tota' Aged

I security benefits
.

Blind Disabled

Average monthly social security benefit

Total Aged Blind Disabled

Massachusetts 61.5 80.2 57.4 38.4 249.61 257.76 261.69 226.45
Michigan 47.1 70.9 27.9 35.6 201.92 203.08 191.46 200.97
Minnesota 44.5 68.5 24.5 28.6 174.13 178.46 177.08 166.85
Mississippi 59.3 75.8 31.7 39.9 157.14 158.81 146.11 153.55
Missouri 53.8 71.3 41.9 37.9 172.71 174.48 167.20 169.81
Montana 47.8 71.7 36.0 35.8 181.88 185.73 176.92 178.04
Nebraska 48.8 71.4 36.0 34.2 181.63 185.45 174.22 176.58
Nevada 53.0 73.3 59.2 26.4 210.56 212.88 234.13 194.04
New Hampshire 45.3 63.8 37.0 33.6 184.62 186.86 170.81 182.48
New Jersey 40.0 54.1 31.5 31.4 197.17 199.73 185.63 194.64
New Mexico 47.8 68.5 25.3 33.9 165.12 167.39 146.81 162.32
New York 41.8 60.9 31.7 30.5 213.42 219.57 201.82 206.22
North Carolina 56.5 77.1 30.6 39.9 166.04 168.21 163.76 162.50
North Dakota 54.8 69.5 25.6 40.0 171.69 175.39 159.35 165.09
Ohio 38.3 63.2 26.9 28.2 175.69 179.97 166.66 171.89
Oklahoma 48.5 63.7 22.9 33.5 170.32 171.13 162.51 168.87
Oregon 43.5 70.5 23.1 30.5 183.17 185.66 177.95 180.39
Pennsylvania 45.1 67.9 38.7 32.7 195.75 198.97 192.52 192.17
Rhode Island 51.3 68.6 34.2 40.3 212.16 220.49 197.33 203.16
South Carolina 55.4 75.4 28.8 39.1 167.55 168.87 150.22 165.88
South Dakota 51.8 70.7 27.5 35.2 175.50 180.59 174.71 166.04
Tennessee 54.7 75.0 27.8 37.4 164.14 165.74 150.58 161.60
Texas 54.6 69.3 30.3 36.1 168.89 170.32 162.69 165.44
Utah 34.4 59.2 27.2 23.0 173.04 177.11 147.63 169.04
Vermont 58.2 80.1 43.4 43.1 205.33 207.59 180.88 202.92
Virginia 52.1 73.8 29.4 35.9 169.28 170.90 159.01 166.96
Washington 45.7 70.7 28.3 33.0 198.75 199.40 191.66 198.15
West Virginia 43.7 66.6 25.2 31.5 163.44 169.57 148.85 156.90
Wisconsin 62.3 83.8 32.7 45.1 225.85 229.04 211.92 221.17
Wyoming 52.0 73.3 37.9 37.2 180.82 183.35 157.27 177.90
Other areas: Northern

Mariana Islands .3 .9

The Committee is aware of the point of view that those individ-
uals who have paid social security taxes and qualified for OASDI
benefits should have some return from the taxes they have paid.
Thus, they should have a higher total income than individuals on
SS! who have not qualified for social security benefits.

It is the position of the Committee, however, that the primary
purpose of the SSI program is to assure a minimum income for the
aged, blind and disabled in all States. The Supplemental Security
Income Program (SSI), as the name implies, is intended to be com-
plementary to, or to supplement where necessary, social insurance
benefits or other income an aged, blind or disabled person may
have, but which is less than the Federal SSI benefit standard. In
addition, there are other aged, blind and disabled persons who, be-
cause of life-long disability, the failure of employers to deduct and
pay social security taxes on their behalf (such as those in domestic
employment), or for other reasons, do not qualify for social secu-
rity. The purpose of the SSI program is to provide these individuals
with a minimum level of income.
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After evaluating the Commission's proposal, which would in-
crease the income of only those SSI recipients who also qualified
for social security, the Committee chose to provide a greater degree
of protection from deprivation for all aged, blind and disabled who
rely on the SSI program, either as a supplement to other income or
as their only source of income.

Table 3 compares SSI proposals that would increase the disre-
gard for social security income from $20 to $50 per month with the
Committee bill, which provides for a July 1983 $20 per month in-
crease in the Federal SSI benefit standard for individuals and a $30
per month increase for couples, in lieu of increasing the disregard.
As indicated, under the Committee bill (column 3), as of January
1984 both SSI only and SSI/OASDI individual recipients will re-
ceive a projected $32 increase in their monthly income. Whereas,
under the proposals that would increase the disregard, over this
same period SSI/OASDI recipients would receive a $41 increase
and SSI only recipients would receive only an $11 increase.

TABLE 3.—COMPARISON OF ALTERNATIVE PROPOSALS WITH COMMIITEE BILL

[Monthly inthvidual payment evel to recipients

1. (a) Provide 4.1% July COlA; (b) 2. (a) Delay July COlA; (b) Increase 3. Committee bill (a Delay Ju

Increase disregard to $50 in July disregard to $50 in July (c> Prode COLA (b) Inciease Ju y benefits
4.1% January éOLA $2O/3O; (C> Provide 4.1% January

COLA

O!SDI/SSI SSI only otswss SSI only
OASDI/SSI ss

February 304 304 304

1983 284 284 284

July 345 334 324

1983 295 284 304

January 345 345 336

1984 295 295 316

Total 41 41 32

Increase in monthly

benefits trom

February 1983 to

January 1984 11 11 32

Estimated total cost

(millions of dollars):

Fiscal year 1983 225 75 110

Fiscal year 1984 660 460 505

Fiscal year 1985 755 500 580

Fiscal year 1986 755 500 580

Fiscal year 1987 740 480 605

Fiscal year 1988 780 475 630

Total 3915 2,490 3010

Section 402: Adjustment in Federal SSI pass-through provisions
Since July 1, 1975 there have been automatic cost-of-living in-

creases in the Federal SSI benefit standard. This has resulted in
the Federal benefit standard increasing from $146 a month for an
individual and $219 for a couple in June 1975 to the current Feder-
al benefit standard of $284 for an individual and $426 for a couple.

There was wide variation among State benefit standards for aid
to the aged, blind and disabled under the State programs in effect
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prior to the implementation of the SSI program in January 1974.
In the case of individuals who were receiving aid under the State
programs in December 1973, States were mandated to provide a
State supplement for such individuals so that they would not lose
income when they were transferred to the SSI program. While
State supplementation of the Federal SSI benefit standard in the
case of new applicants was optional with the States, those States
that chose to supplement were protected against any costs which
exceeded the States' calendar year 1972 expenditures for payments
to aged, blind and disabled, up to the State's January 1972 pay-
ment level. The States that qualified for these "hold-harmless"
payments from the Federal government had a portion of their
State supplementary payments financed by the Federal govern-
ment. In many States, however, almost the entire cost of the pro-
grams of aid to the aged, blind and disabled was assumed by the
Federal government because the federally financed SSI minimum
benefit standard exceeded the States' benefit standard or maxi-
mum payment level under prior State operated programs.

When Congress enacted provisions providing annual cost-of-living
increases in the Federal SSI benefit standard, most assumed that
the annual increases would benefit SSI recipients in all the States,
including those in States that supplemented the Federal SSI bene-
fit standard.

However, in 1976 Congress became aware that some States were
decreasing their State SSI supplementary payment levels when
there was a cost-of-li'ring increase in the Federal SSI benefit stand-
ard. As a result, SSI recipients in such a State did not receive an
increase in income.

In 1976, Congress enacted as part of Public Law 94-585 SSI
"pass-through requirements". If a State does not meet these re-
quirements, it is subject to the loss of Federal matching funds
under Title XIX (Medicaid) of the Social Security Act.

Under current law, the basic elements of which have not been
changed since enactment in 1976, a State can meet the pass-
through requirements by either (1) maintaining the State supple-
mentation payment levels at the levels they were in December
1976; or (2) by spending in total no less for State SSI supplemen-
tal payments than the total aggregate amount of State
supplementation paid by the State in the previous 12-month
period. An amendment contained in the Tax Equity and Fiscal Re-
sponsibility Act of 1982 (P1. 97—248) allows a State that shifts from
the aggregate spending option to the State supplementation pay-
ment level option to use the State supplementation payment level
in the previous December rather than the level in December 1976.

The Committee is concerned that, because the "payment level"
pass-through requirement has not been updated since enactment in
1976, it is possible that in some States SSI recipients would receive
none of the July 1983 $20/$30 increase in the Federal SSI standard
provided in this section. For example, if a State has increased its
State supplemental payment levels at any time since December
1976, it may subsequently reduce them and still meet current law
pass-through requirements, so long as it does not reduce them
below what they were in December 1976.
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To the extent such a State does reduce its supplemental payment
levels in conjunction with an increase in the Federal SSI benefit
standard, it reduces the amount of the Federal increase that is
"passed-through" to recipients. The following is a hypothetical ex-
ample using California supplemental payment levels:

December 1916 June 1983 Ju'y 1983

Federal SSI payment 168 284 304

State supplemental payment level 108 166 146

Total 276 450 450

In this example, the recipients in July 1983 do not receive any of
the Federal increase (i.e. none of it is "passed-through") because
the State supplemental payment is reduced by the same amount
the Federal SSI benefit is increased. Nevertheless, California would
be in compliance with current Federal pass-through requirements
because it had not reduced its State supplemental payment below
in December 1976 level, which, as shown, was $108.

Because of the Committee's concern that, under current law, it is
possible for some States to pass-through none of the $20/$30 in-
crease, this section updates the current "payment level" pass-
through requirement. The intent of this change is to provide SSI
recipients with an increase in total income equal to the cost-of-
living increase that would have been provided in the Federal SSI
benefit standard in July 1983 under the present COLA provisions.
At the same time, the Committee has maintained the current pro-
tection for States against total supplementation costs in excess of
total expenditures in the previous year.

This section amends the current SSI pass-through law to provide
that, in order to meet the "payment level" pass-through require-
ment, a State could not reduce its SSI supplemental payment levels
below that which would be sufficient to provide SSI recipients with
an increase in benefits equal to the amount that Federal SSI bene-
fits would be increased in July 1983 under the current COLA provi-
sions. A State could continue to comply with Federal pass-through
law by meeting the present "aggregate amount" requirement. In
other words, as under current law, a State would not be required to
spend more in total for State SSI supplemental payments than the
total aggregate amount of State supplementation paid by the State
in the previous 12-month period.

The six month delay in the social security cost-of-living increase,
combined with a $20/$30 increase in the Federal SSI benefit stand-
ard, creates the necessity to continue to provide some flexibility for
States that have a significant number of SSI "state supplementa-
tion only" recipients. "State supplementation only" recipients are
those aged, blind or disabled individuals and couples whose count-
able income from non-SSI sources, which in most cases is from
social security, exceeds the Federal SSI benefit standard. They
qualify for an SSI payment only because of State SSI supplemen-
t.ary payments which, in their case, are entirely financed by the
State.
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There are approximately 470,000 "state supplementation only"
SSI recipients receiving benefits under federally administered and
State administered State supplementation programs. Tables 4 and
5 show the number of persons receiving Federal and State adminis-
tered State supplementation, by reason for eligibility and State, in
June 1982. These tables also show the number of persons that are
"state supplementation only" recipients.

As indicated in columns 1 and 2 of Table 6, which uses California
as an example, when there is a cost-of-living increase in both the
Federal SSI benefits and social security benefits, an individual who
receives only social security and State supplementation payments
can receive an increase in total income without additional cost to
the State. However, when there is an increase in the combined
Federal/State SSI benefit standard and not an increase in the
social security benefit, as will occur under this bill, without some
flexibility in the pass-through requirements, some States would
have a significant increase in their total state supplementation
costs. This would be the case in States such as California, Massa-
chusetts and Wisconsin in which over 30 percent of their SSI recip-
ients are "state supplementation only" cases.

Therefore, the bill will continue to allow States the flexibility to
use a portion of the total amount of State supplementation funds to
make up for the lack of an increase in the social security for "state
supplementation only" recipients by reducing the State supplemen-
tary payment standard for all SSI recipients in the State, as indi-
cated in column 3 of Table 6.

TABLE 4.—SUPPLEMENTAL SECURITY INCOME: NUMBER OF PERSONS RECEIVING FEDERALLY

ADMINISTERED STATE SUPPLEMENTATION, BY REASON FOR ELIGIBILITY AND STATE, JUNE 1982 1

PJI rsons Ag Bnd DisabI

With With
State

Total2
State State

supple- Total suMe-
mentation mentation

oIy ocdy

State
Total supple-

mentahon
on

With

State
Totat supile-

mentatico
oiy

Total 1,600,323 421,481 631,386 242285 36,031 9,247 932,906 169,949

Arkansas 303 17 181 13 18 104 4
California 666415 269,478 287,500 152,132 17,503 6,280 361,412 111,066
Delaware 440 82 133 36 48 11 259 35
District of Columbia 14,184 408 3,776 187 202 5 10206 216
florida 11 7 I 3

54 201 31 11 132 23
Hawaii 9,387 595 4,442 344 162 3 4,783 248
Iowa 1,690 216 252 60 893 54 545 102
Kansas 178 6 40 1 6 132 5
Louisiana 996 60 942 51 2 52 9
Maine 19,451 3970 8,049 2,423 289 31 11,113 1,516
Maryland 449 19 132 5 21 296 14
Massachusetts 108,588 41,180 56,732 30,047 4,849 1,920 47,007 9,213
Michigan 103,999 11248 31,029 4,829 1,854 95 71,116 6,324
Mississipç 382 17 257 9 6 119 8
Montana 732 95 57 8 4 671 87
Nevada 3,758 985 3,268 792 449 181 41 12
New Jersey 78402 7,110 28,238 3,448 1,109 51 49,055 3,611
New York 326,285 46,323 114,523 26,218 3,919 316 207,843 19,789
Ohio 400 34 132 10 21 2 247 22
Pennsylvania 145,410 13,251 46,408 6,752 2,944 92 96,058 6,407
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TABLE 4.—SUPPLEMENTAL SECURITY INCOME: NUMBER OF PERSONS RECEIVING FEDERALLY

ADMINISTERED STATE SUPPLEMENTATION, BY REASON FOR ELIGIBIliTY AND STATE, JUNE

1982 '—Continued

All persons Aged Blind Disabled

With With With With

State State State State State

Totat 2 supple- Total supple- Total supple- Total supple-

nentation nentation mentation meitatn
only only only only

Rhode Island 13,311 2,533 4,911 1,449 202 21 8144 1,063

South Dakota 101 2 39 4 1 58 1

Tennessee 45 1 18 3 24 1

Vermont 8,006 1364 3029 114 114 8 4863 582

Washington 39988 3,945 12,629 1835 555 36 26,804 2014

Wisconsin 51051 18488 24,400 10,831 842 140 31815 1511

Unknown 5 1 4

'Partly estimated
hidi,des all persons witti both Federal SSI payments and tederally administered State supplementation and those eIigibe tor federally

administered State sulemeitatio only.

TABLE 5.—SUPPLEMENTAL SECURITY INCOME: NUMBER OF PERSONS RECEIVING STATE-

ADMINISTERED STATE SUPPLEMENTATION, BY REASON FOR ELIGIBILITY AND STATE, JUNE 1982

AU persons Aged Blind Disabled

With With With

State State State State State

Total sjpile- Total supple- Total supp'e- Total sipe-
mentation mentation mentation meitatii

on on only ly

Total '246548 130831 3,421 105606

States reporting supplementa-

tion only cases ' 238,113 49106 121213 29,313 3215 583 101,001 18660

Alabama 16911 3,182 12408 2393 124 16 4,439 113

Alaska2 928 260 319 128 12 2 531 130

Mzona 1,612 115 988 141 4 680 34

Colorado 33,936 10661 23,158 9,240 149 8 10029 1,413

Connecticut 12025 8,168 5,410 3892 81 53 6,528 4,823

Honda 1414 3901 (3) 3,501 .

Idaho 2,641 512 1024 305 26 2 1,591 265

illinois 29,138 1,344 6025 1,521 298 38 22815 5,185

Kentucky 1845 1142 4,313 1,310 103 5 3369 421

Malyland '550 '550 (3) (3) (3) (3) (3) (3)

Minnesota2 10,139 1,318 2,886 493 156 21 1,091 864

Missouri 20,515 5,149 16,519 4,394 151 281 3119 1014

Nebraska 8,433 1,506 3428 641 135 22 4810 843

New Hampshire 4,511 (3) 1564 (3) 161 () 2,186 (9
New Mexico '281 (3) (9 (9
North Carolina 10,911 2,418 6,221 1,661 258 44 4,438 161

North Dakota 99 2 65 1 2 32 1

Oklahoma 53,089 2,425 34408 1,828 453 10 18228 581

Diegon 12,416 2,314 4,010 1,359 601 81 1,145 814

South Carolina 1,746 715 22 1009

South Dakota 338 (3) 201
(S)

2
(3) 135 ()

Utah ' 5853 (3) (3) (3)

Virginia 3580 (3) 1,859
(3) 31

(3) 1,684
(3)

West Wginia 109 42 61

Wyoming 1,390 521 28 835

'Indiides data not distributed by reason for eligibIity.
Repceetits March 1980 data for Alaska and February 1982 data for Minnesota; data not available tor June 1982.
Data not availab'e.

4lndudes data tor the bhnd.
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TABLE 6.—IMPACT IN CALIFORNIA OF COMMI1TEE 551 AMENDMENTS: MONTHLY PAYMENTS TO

INDIVIDUAL SSI RECIPIENTS

Current law Februa

(1>

ry 1983

•

Current law July 1983
COL4 in SSI and DASDI

(4.1 percent)

(2)

Committee bill; $20
ncrese in July modified

pass-through (No less than
under Ju'y 1983 OL4)

Committee bill pass.througb
full $20 incease in Ju

(4)

Social security 350 250 0 364 260 0 350 250 0 350 250 0

$20 disregard —20 —20 0 —20 —20 0 —20 —20 0 —20 —20 0

Countable income.... 330 230 0 344 240 0 330 230 0 330 230 0

Federal SSI benefit

standard 284 284 284 295 295 295 304 304 304 304 304 304
Excess social security

income 46 0 0 49 0 0 26 0 0 26 0 0

Federal SSI payments..

State supplemental

0 54 284 0 55 295 0 74 304 0 74 304

standard 166 166 166 166 166 166 157 157 157 166 166 166
Countable sodal

security income

State supplemental

—46 0 0 —49 0 0 —26 0 0 —26 0 0

payment

Total income:

120 166 166 117 166 166 131 157 157 140 166 166

Social security 350 250 0 364 260 0 350 250 0 350 250 0

Federal SSI payment.... 0 54 284 0 55 295 0 74 304 0 74 304
State supplemental

payment 120 166 166 117 166 166 131 157 157 140 166 166

Total 470 470 450 481 481 461 481 481 461 490 490 470

Section 4Oi: SSI eligibility for temporary residents of emergency
shelters for the homeless

The homeless who use public emergency shelters in large cities
are not eligible for SSI because residents of public Institutions
(except small group homes and medical institutions) are not eligi-
ble for SSI the first full month throughout which they are a resi-
dent of public institution Aged, blind or disable individuals who are
residents of private emergency shelters are eligible for 551.

This section provides that aged, blind or disabled individuals
living in public emergency shelters could receive SSI payments for
up to three months during any 12-month period. The SSI benefits
should enable the individual, with the help of the staff of the shel-
ter and other public or private agencies, to arrange and make nec-
essary deposits for permanent housing.

Section 404: Disregarding of emergency and other in-kind assistance
provided by nonprofit organizations

Under present law, privately financed emergency and other in-
kind assistance, other than energy assistance, that is provided to
aged, blind or disabled individuals is counted as income under the
SSI program. Such assistance to families with dependent children
may be counted as income under State AFDC law.

This section provides that, effective from enactment until Sep-
tember 30, 1984, emergency and other in-kind assistance provided



Aged

1588,102

67,651

1,092

10,294

37,357

282,083

11,025

6,535

2,174

3,915

79,358

63,494

4,532

2,240

30,811

12,486

9,238

6,485

36,748

55,453

8,156

14,270

55,676

31778

10792
55,957

33065
1,950

4,412

3,307

1,737

29,464

9,448

118,765

56,854

2,676

29,249

28,501

6,529

48,908

5,312

34327

3,302

53,525

130,021

2,081

3,144

31,209

13,062

11,627

25,032

637

77,678

1,924

54

596

1,438

17,801

385

426

169

201

2,796

2,875

170

110

1,935

1,179

1,013

302

2031

2,069

290

671

4,949

1913

641

1791

1,265

131

228

465

120

1,129

457

3,996

2957

82

2306

950

502

3,040

214

1,851

147

1977

4,194

168

122

1,399

595

636

958

40

Disabled

2,241,341

58055

1,821

17,749

33,306

367,885

17,128

16,051

4,417

10504

87,592

80,594

5,196

4,931

85,306

26,593

14,221

12,394

52,219

67,985

11,691

31,547

49,311

75,240

18,329

51,806

43,478

4,454

8,279

2,891

3,294

52,242

14,444

217,452

73,355

3,098

82,250

30,932

14,845

101,374

8,983

44,089

4,301

69,013

111,130

5,292

5,265

45614

29,390

26,884

35,861

1,003

8
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by a private nonprofit organization to an aged, blind or disabled in-
dividual, or to a family with dependent children, would be disre-
garded under the SSI and AFDC programs, if the State determines
that such assistance was provided on the basis of need.

TABLE 7.—NUMBER OF PERSONS RECEMNG FEDERALLY ADMINISTERED SSI PAYMENTS BY STATE,

SEPTEMBER 1982

State Total Blind

Total1 3,907,121

Alabama2 127630

Alaska2 2,967

Arizona2 28639

Arkansas 72,101

California 667,769

Colorado2 28,538

Connecticut2 23,012

Delaware 6,760

District of Columbia 14,620

Florida 169,746

Grgia 146,963

Hawaii 9,898

daho2 7,281

Iflinois2 118,052

Iowa 24,472

Kansas 19181

Kentucky2 90,998

Lcuisiana 125,507

Maine 20,137

Marytand 46,488

Massactiusetis 109,936

Michigan 108931

Minnesota2 29,762

Mississippi 109554

Missoun2 77,808

Montana 6,535

Nebraska2 12,919

New Hampshire2 5,151

New Jersey 82,835

New Mexico2 24,349

North Carolina2 133,166

North Dakota2 5,856

ono 113805

Oklahoma2 60,383

Oregon2 21876

Pennsy'vania 153,322

Rhode Island 14,509

South Carolina2 80,267

South Dakota 7750

Tennessee 124,515

Texas3 245,345

2 7,541

Vermont 8,531

Virginia2 78,222

Wasflington 43,047

West Virginia2 39,147

W&onsin 61,851

Wyom2 1,680

Unknown 14
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TABLE 7.—NUMBER OF PERSONS RECEIVING FEDERALLY ADMINISTERED SSI PAYMENTS BY STATE,

SEPTEMBER 1982—Continued

State Total Aged Btind Disabled

Other:

Northern Mariana Islands 621 353 19 249

ncludes persons with Federal SSI payments and/or federaily administered State supp'ementation, unless otherwise indicated.
2 Data for Federal SSI payments only; State has State-administered supp!ementation.

Data for Federal SSI payments on'y; State suppementar payments not made.

Sour: Office of Research and Statistics, Sociai Security Mministration.

E. Unemployment Compensation Provisions (Title V)

1. OVERVIEW

A. EXTENSION OF FEDERAL SUPPLEMENTAL COMPENSATION (FSC)
PROGRAM

The Committee bill extends the FSC program for 6 months, from
April 1, 1983 through September 30, 1983.

Effective April 1, 1983, FSC benefits would be payable as follows:
(1) Basic FSC benefits: Individuals who begin receiving FSC on or

after April 1, 1983 could receive up to a maximum of: 14 weeks in
States with IUR 6.0 or above; 13 weeks in States with IUR 5.0 to
5.9; 11 weeks in States with IUR 4.5 to 4.9; 10 weeks in States with
IUR 3.5 to 4.4; 8 weeks in all other States.

(2) Additional FSC benefits: Individuals who exhaust FSC on or
before April 1, 1983 could receive additional weeks equal to three-
fourths of the basic FSC entitlement payable in the State, up to a
maximum of: 10 weeks in the 14 basic week States; 8 weeks in the
13 and 11 basic week States; 6 weeks in the 10 and 8 basic week
States.

(3) Individuals who begin receiving FSC before April 1, and have
some FSC entitlement remaining after that date, could also recieve
additional weeks under (b) above. However, the combination of
their remaining basic FSC entitlement received after April 1, 1983,
and the additional weeks provided in (b), cannot exceed the maxi-
mum number of weeks of basic FSC benefits payable in the State,
shown in (a) above.

B. OPTION FOR VOLUNTARY HEALTH INSURANCE PROGRAM

States would be provided the option of deducting an amount
from the unemployment compensation benefits otherwise payable
to an individual and using the amount deducted to pay for health
insurance, if the individual elects to have such a deduction made
from his benefits.

C. TREATMENT OF CERTAIN ORGANIZATIONS WHO WERE RETROACTIVELY
GRANTED 501 (c) (3) STATUS

Under certain specified conditions, a nonprofit organization that
was retroactivley granted 501(c)(3) status, and that elects to switch
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from the contribution to the reimbursement method of financing
unemployment benefits, would be allowed to apply any accumulat-
ed balance in its State unemployment account to costs incurred
after it switches to the reimbursement method.



2. COMPARISON WITH PRESENT LAW

Issue Current law Committee bill

a. Extension of Federal Supplemental Under the current FSC program, which became effective on
Compensation (FSC) program. September 12, 1982, and expires March 31, 1983, addition-

al weeks of Federally financed unemployment compensa-
tion benefits are provided to jobless workers who have
exhausted all other State and Federal unemployment
benefits. The number of weeks of FSC benefits that jobless
workers may receive depends on (a) the number of weeks
of State unemployment benefits received by each claim-
ant, and (b) the State in which the claimant lives.

As originally enacted, the FSC program provided, depending
upon insured unemployment rates (IUR),' a maximum of
10, 8, or 6 additional weeks of benefits. As amended by
provisions contained in the Surface Transportation Assist-
ance Act of 1982 (P.L. 97—424), beginning with the week of
January 9, 1983, the FSC program provides the following
maximum weeks of benefits:

(1) 16 weeks in States with an insured unemployment
rate (IUR) of at least 6.0 percent;

(2) 14 weeks in States that were triggered on the
extended benefits program between June 1, 1982 and
January 6, 1983;

(3) 12 weeks in the remaining States that have an IUR
of at least 4.5 percent;

(4) 10 weeks in the remaining States that have an IUR
between 3.5 percent and 4.5; and

(5) 8 weeks for all other States. The number of weeks of
FSC a qualified individual may receive is the lesser of
65 percent of the number of weeks of regular State
benefits he received or the maximum number of
weeks of FSC payable in the State. In the case of an
interstate claim for FSC, the individual is eligible for
the lesser of (a) the maximum number of weeks of
FSC payable to him in the State in which he receives
the benefits or (b) the maximum number of weeks
payable to him in his former State.

The FSC program is extended for 6 months, from April 1,
1983 through September 30, 1983.

Effective April 1, 1983, FSC benefits would be payable as
follows:

(a) Basic FSC benefits: Individuals who begin receiving
FSC on or after April 1, 1983 could receive up to a
maximum of: 14 weeks in States with IUR 6.0 or
above; 13 weeks in States with IUR 5.0 to 5.9; 11
weeks in States with IUR 4.5 to 4.9; 10 weeks in
States with IUR 3.5 to 4.4; 8 weeks in all other States.

(b) Additional FSC benefits: Individuals who exhaust
FSC on or before April 1, 1983 could receive addition-
al weeks equal to three-fourths of the basic FSC
entitlement payable in the State, up to a maximum
of: 10 weeks in the 14 basic week States; 8 weeks in
the 13 and 11 basic week States; 6 weeks in the 10
and 8 basic week States.

(c) Individuals who begin receiving FSC before April 1,
and have some FSC entitlement remaining after that
date, could also receive additional weeks under (b)
above. However, the combination of their remaining
basic FSC entitlement received after April 1, 1983,
and the additional weeks provided in (b), cannot
exceed the maximum number of weeks of basic FSC
benefits payable in the State, shown in (a) above.



2. COMPARISON WITH PRESENT LAW—Continued

Issue Current law Committee bill

b. Option for Voluntary Health Insur-
ance Deduction from Unemploy-
ment Benefits.

c. Treatment of Certain Organiza-
tions Who Were Retroactively
Granted 501(cX3) Status.

1. Insured Unemployment Rate (IUR): the percentage of
workers covered under the State unemployment compen-
sation law who are claiming State unemployment benefits
in a particular week; measured for extended benefit and
FSC trigger rate purposes as the average over a moving
13 week period.

Section 3304(aX4) of the Federal Unemployment Tax Act
prohibits States from withdrawing money from the State
unemployment trust fund for anything except the pay-
ment of unemployment compensation benefits or to
refund certain taxes erroneously paid by employers.

Unemployment insurance coverage was extended to employ-
ees of certain nonprofit organizations in 1970 and then
extended to employees of generally all nonprofit organiza-
tions in 1976.

Under the 1970 and 1976 amendments, nonprofit organiza-
tions were given the option of financing unemployment
benefits paid to their former employees through the State
unemployment payroll tax system that applies to private
employers (contribution method) or by retroactively reim-
bursing the State trust fund for the amount of benefits
paid to their former employees (reimbursement method).

Nonprofit employers who had voluntarily covered their
employees prior to the 1970 or 1976 amendments and
financed benefit costs by the contribution method, and
after enactment of the 1970 or 1976 amendments chose to
switch to the reimbursement method of financing, were
permitted to apply any accumulated balance in their
accounts toward costs incurred in the future and paid for
on a reimbursement basis. The authority to make such a
transfer, however, was available for a limited period of
time that expired shortly after enactment of the 1976 and
1970 amendments.

Provides States the option of deducting an amount from the
unemployment compensation benefits otherwise payable
to an individual and using the amount deducted to pay
for health insurance, if the individual elects to have such
a deduction made from his benefits.

Allows a nonprofit organization that elects to switch from
the contribution to the reimbursement method of financ-
ing unemployment benefits to apply any accumulated
balance in its State unemployment account to costs in-
curred after it switches to the reimbursement method,
under the following conditions: (1) the organization did
not elect to switch to the reimbursement method under
prior authority because during these periods the organiza-
tion was treated as a 501(cX4) organization by the IRS, but
the organization has been subsequently determined by the
IRS to be a 501(cX3) organization; and, (2) the organization
elects to switch to the reimbursement method before the
earlier of 18 months after such election was first available
to it under State law or January 1, 1984.
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3. SECTION-BY-SECTION

PART A, SECTIONS 501-510: FEDERAL SUPPLEMENTAL COMPENSATION

States provide unemployment compensation benefits to unem-
ployed individuals who meet the qualifying requirements of State
law. These beneifts are financed by employer-paid, State unemploy-
ment payroll taxes.

In all States, in order to receive State benefits, an individual
must have earned a specified amount or wages and/or worked for a
certain period of time prior to filing for unemployment compensa-
tion. There is, however, substantial variation among the States in
the amount of previous earnings or employment necessary to quali-
fy for benefits. In addition to the prior work or earnings require-
ment, to qualify for State benefits the claimant must have been
"involuntarily" terminated from his most recent job; he must be
able to work, available for work, and seeking work; and he must
not refuse an offer of suitable employment.

Most States provide up to a maximum of 26 weeks of State un-
employment compensation benefits to unemployed individuals who
meet the qualifying requirements of State law. Many claimants
qualify for less than the maximum 26 weeks, and in seven (7)
States claimants may receive more than 26 weeks of State benefits.
The number of weeks a claimant may draw benefits (except in the
eleven "uniform duration" States) and the amount of his or her
weekly unemployment payment varies with the level of wages or
length of employment prior to the filing for benefits.

FEDERAL-STATE EXTENDED UNEMPLOYMENT COMPENSATION BENEFITS

Under the permanent Federal-State extended unemployment
compensation benefits program, additional weeks of unemployment
compensation are payable to individuals who exhaust their State
benefits during periods of high unemployment. Extended benefits
are financed 50 percent from State unemployment taxes and 50
percent from Federal unemployment taxes.

Under the extended benefits program, an individual may receive
additional weeks of benefits equal to one-half of the number of
weeks of State benefits to which he or she was entitled. No one,
however, may receive more than 13 weeks of extended benefits, or
a combined total of more than 39 weeks of State plus extended
benefits.

Extended benefits are payable in a State when, over a moving 13
week period, the State insured unemployment rate (IUR—the per-
centage of workers covered by the State unemployment compensa-
tion program who are claiming State benefits in a particular week)
averages at least 5 percent and, in addition is at least 20 percent
higher than the State IUR during the comparable period in the two
prior years. When the "20 percent" factor is not met, a State, at its
option, may provide extended benefits when the State JUR reaches
6 percent. Thirty-nine (39) States have incorporated the optional 6
percent "trigger" into their State law.
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FEDERAL SUPPLEMENTAL COMPENSATION (FCS)

The Tax Equity and Fiscal Responsibility Act of 1982 (Public
Law 97-248) established the FSC program. This program provides
additional weeks of unemployment compensation at the same
weekly benefit amount to individuals who have exhausted their
State benefits and any extended benefits to which they are enti-
tled. The FSC program, which became effective on September 12,
1982, expires March 31, 1983.

As originally enacted, the FSC program provided 10, 8, or 6 addi-
tional weeks of benefits. The Surface Transportation Assistance
Act of 1982 (Public Law 97—424) increased the maximum number of
weeks of FSC benefits to 16, 14, 12, or 8, depending on the State
where the individual filed for or received the additional benefits.

Beginning with the week of January 9, 1983, the FSC program
provides the following maximum weeks of benefits:

(1) 16 weeks in States with an insured unemployment rate (IUR)
of at least 6.0 percent (measured as the average over a moving 13
week period);

(2) 14 weeks in States that were triggered on the extended bene-
fits program between June 1, 1982 and January 6, 1983;

(3) 12 weeks in remaining States with a 13 week average IUR of
at least 4.5 percent;

(4) 10 weeks in remaining States with a 13 week average IUR be-
tween 3.5 and 4.5 percent; and

(5) 8 weeks in all other States.
In order to be eligible for these benefits, an individual must have

exhausted his regular State benefits and any extended benefits to
which he was entitled; he has to meet all requirements for State
and extended benefits; and, (1) his benefit year must have ended on
or after June 1, 1982, or (2) he must have been eligible for extended
benefits for any week beginning on or after June 1, 1982.

When an individual is determined to be eligible for State unem-
ployment compensation benefits, he generally has 52 weeks, known
as the benefit year, in which to collect the benefits to which he is
entitled. In most States, the benefit year begins with the first week
for which a valid claim for benefits was filed. Therefore, in most
States, if an individual first filed a valid claim for unemployment
compensation benefits for a week beginning on or after June 1,
1981, he should be eligible for FSC benefits. If an individual's bene-
fit year ends before June 1, 1982, but he was eligible to receive ex-
tended benefits for any week beginning on or after June 1, 1982, he
should be eligible for FSC benefits.

If an individual is eligible for FSC benefits, the number of weeks
of FSC he may receive is determined in relation to the number of
weeks of regular State benefits to which he was entitled. An eligi-
ble individual may receive FSC for the lesser of (a) 65 percent of
the number of weeks of regular State benefits to which he was en-
titled or (b) the maximum number of weeks of FSC benefits pro-
vided in the State. In the case of an interstate claim for FSC, the
individual is eligible for the lesser of (a) the maximum number of
weeks of FSC payable to him in the State in which he receives the
benefits or (b) the maximum number of weeks payable to him in
his former State.
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EXTENSION OF FSC THROUGH SEPTEMBER 30, 1983

Sections 501—510 of the bill extend the FSC program, which will
expire on March 31, 1983, for six months, or until September 30,
1983, and make certain modifications in the program. Under this
extension, effective April 1, 1983, FSC benefits will be payable as
follows:

(a) Basic FSC benefits: Individuals who begin receiving FSC on or
after April 1, 1983 could receive up to a maximum of: 14 weeks in
States with 13 week average IUR 6.0 or above; 13 weeks in States
with 13 week average IUR 5.0 to 5.9; 11 weeks in States with 13
week average IUR 4.5 to 4.9; 10 weeks in States with 13 week aver-
age IUR 3.5 to 4.4; and, 8 weeks in all other States.

(b) Additional FSC benefits: Individuals who exhaust FSC on or
before April 1, 1983 could receive additional weeks equal to three-
fourths of the basic FSC entitlement payable in the State, up to a
maximum of: 10 weeks in the 14 basic week States; 8 weeks in the
13 and 11 basic week States; and, 6 weeks in the 10 and 8 basic
week States.

(c) Individuals who begin receiving FSC before April 1, and have
some FSC entitlement remaining after that date, could also receive
additional weeks under (b) above. However, the combination of
their remaining basic FSC entitlement received after April 1, 1983,
and the additional weeks provided in (b), cannot exceed the maxi-
mum number of weeks of basic FSC benefits payable in the State,
shown in (a) above.

In response to the alarming rate of unemployment, and the terri-
ble hardship faced by the millions of unemployed, in August of last
year the Congress passed the temporary Federal Supplemental
Compensation (FSC) program described above. This program was
enacted for six months and will expire on March 31, 1983.

When enacted, it was hoped that strong signs of economic recov-
ery would emerge during the program's six month duration creat-
ing new employment opportunities. FSC was intended to "bridge
the gap" for jobless workers until new employment became availa-
ble.

Unfortunately, the unemployment rate remains above 10 per-
cent. 12 million Americans are out of work. Most areas of the coun-
try are continuing to face record levels of unemployment. Thou-
sands of jobless workers are exhausting their State and extended
benefits each week and are depending on the additional weeks of
benefits provided under the temporary FSC program in order to
provide for themselves and their families until they find employ-
ment. It is therefore necessary, as provided in this section, to
extend the FSC program for six months beyond the current expira-
tion date.

It is estimated that, by April 1, 1983, 1.2 million unemployed
workers will have exhausted the FSC benefits to which they were
entitled. A simply extension of the current FSC program will not
help these individuals. Furthermore, recent unemployment statis-
tics indicate that as the economy improves, it is the short-term un-
employed who tend to be rehired first. For these reasons, along
with extending the basic FSC program, this section provides addi-
tional weeks of benefits for individuals who have or soon will ex-
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haust their FSC benefits. These additional weeks of benefits will
help those individuals who have been unemployed for the longest
period of time and who appear to be among those in the greatest
need of assistance.

The following tables provide information on the number of weeks
of FSC benefits that will be payable to individuals in different
States under the extension of the program provided in this section.

TABLE 1.—MAXIMUM NUMBER OF BASIC AND ADDITIONAL WEEKS OF FSC PAYABLE AFTER APR. 1,

1983, UNDER EXTENSION CONTAINED IN COMMI1TEE BILL, AS OF FEB. 12, 1983, FSC TRIGGER

RATE'

Maximum

Maxmum
numtr of

numtr of addiional

st
Average 13

week insured
unenpIovment
rate (IUIfl as

of Feb 12,

1983

basic weeks
of FSC

rayable after
Air, 1, 1983,

under

mmittee
bill 2

weeks of FSC
payable to
ndivduaIs

who exhausted
or tgan

receiving FSC

pnor to Apr.

1 19832

Alabama 6.52 14 10

Alaska 8.55 14 10

Acizona 4.35 10 6

Arkansas 7.03 14 10

California
3 5.67 13 8

Colorado 3.94 10 6

Connecticut 4.01 10 6

Delaware
3373 10 6

District of Columbia 3.88 10 6

Florida 2.55 8 6

Georgia 3.67 10 6

Hawaii 3.46 8 6

Idaho 8.05 14 10

Illinois 6.43 14 10

Indiana 5.77 13 8

Iowa 5.28 13 8

Kansas 4.45 10 6

14 10

Louisiana 5.77 13 8

Maine 5.57 13 8

Maryland 4.76 11 8

Massachusetts 455 11 8

Michigan 8.01 14 10

Minnesota 4.82 11 8

Mississippi 6.90 14 10

Missouri 497 11 8

Montana 6.09 14 10

Nebraska 3.64 10 6

Nevada 5.56 13 8

New Hampshire 3.34 8 6

Newiersey 4.98 11 8

New Mexi 453 11 8

New York 4.33 10 6

Nocth Carclina 5.15 13 8

North Dakota 4.78 11 8

Ohio — 6.59 14 10

Oklahoma 4.12 10 6

14 10

Pennsylvania 8.06 14 10

Puerto Rico 8.67 (4) 10

Rhode Island 6.26 14 10

South Carolina 5.89 13 8
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TABLE 1.—MAXIMUM NUMBER OF BASIC AND ADDITIONAL WEEKS OF FSC PAYABLE AFTER APR. 1,

1983, UNDER EXTENSION CONTAINED IN COMMITTEE BILL, AS OF FEB. 12, 1983, FSC TRIGGER

RATE '—Continued

Maximum

Slate

Average 13
week insured
unempment
raf 12as

1983

Maximum
number of

basic weeks

of FSC

payable after
Apr. 1, 1983,

under

committee
bill 2

number of
additional

weeks of FSC
payabe to

individuals

who exbausted
or began

receMng FSC
prior to Apr.
1, 1983 2

South Dakota

Tennessee
2.83 8 6

Texas
5.31 13 8

Utah
3.04 8 6

Vermont
5.78 13 8

Virginia
6.03 14 10

Virgin Islands
2.79

4.49

8 6

Washington
10 6

West Virginia
7.28

10.00

14 10

Wisconsin
14 10

Wyoming
7.08

5.51

14

13

10

8

The FSC trigger rate is the State insured unempbyment rate—the percentage of workers covered under the State unemp!oyment compensationlaw who are claiming State unemployment benefits in a particular week—averaged over a moving 13-week period. It is updated, and subject to
change, on a weekly basis. Therefore, the number of weeks of FSC payable in any State when the extension takes effect on Apr. 1, 1983, could be
different from that shown below, which is based on the FSC trigger rate as of Feb. 12, 1983.

2 Individuals who exhaust FSC on or before Apr. 1, 1983, could receive additional weeks of FSC benefits equal to ¾ of the basic FSCentitlement up to a maximum of: 10 weeks in 14 basic week States; 8 weeks in 13 and II basic week States; 6 weeks in 10 and 8 basic week
States.

Individuals who begin receiving FSC prior to Apr. 1, 1983, and who have FSC entitlement after that date could also receive additional weeks.
However, the combination of their remaining basic FSC entitlement received after Apr. I, 1983, plus additional weeks cannot exceed the maximum
number of weeks of basic FSC benefits payable in the State after Apr. 1, 1983.

OR rate as of Feb. 5, 1983.
13 weeks FSC due to 20 weeks regular duration.

TABLE 2.—MAXIMUM NUMBER OF WEEKS OF FSC PAYABLE AFTER APR. 1, 1983, UNDER EXTENSION

CONTAINED IN COMMITTEE BILL AND UNDER CURRENT LAW, AS OF FEB. 12, 1983, FSC TRIGGER
RATE 1

Average 13

State

week insured
unemp!oyment
rate (kJR) as

of Feb 12,

1983

Maximum No.
of weeks of
FSC payable
after Apr. I,
1983, under
committee

bill 2

Maximum No.
of weeks of
FSC under

current law

Alabama
6.52 14 16

Alaska
8.55 14 16

Arizona
4.35 10 14

Arkansas
7.03 14 16

California
5.67 13 14

Colorado
3.94 10 10

Connecticut
4.01 10 10

Delaware
3.73 10 14

District of Columbia
3.88 10 10

Florida
2.55 8 8

Georgia
3.67 10 10

Hawau
3.46 8 10

Idaho
8.05 14 16

Illinois
6.43 14 16

Indiana
5.77 13 14

Iowa
5.28 13 14

Kansas
4.45 10 14

Kentucky
6.99 14 16
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TABLE 2.—MAXIMUM NUMBER OF WEEKS OF FSC PAYABLE AFTER APR. 1, 1983, UNDER E)(TENSION

CONTAINED IN COMMIITEE BILL AND UNDER CURRENT LAW, AS OF FEB. 12, 1983, FSC TRIGGER

RATE '—Continued

A 13
Maximum No.

week sured
of weeks of Maximum No.

unemployment
IX Payable of weeks of

State rate (IUR) as
after Apr. 1, IX under

of Feb. 12,
Ufl I

current law

1983
mmiee

Lousiana
5.11 13 14

Maine
5.51 13 14

Maryland
4.16 11 14

Massachusetts
4.55 11 14

Michigan
8.01 14 16

Minnesota
4.82 11 14

Mississippi
6.90 14 16

Missouri
4.91 11 14

Montana
6.09 14 16

Nebraska
3.64 10 10

Nevada
5.56 13 14

New Hampshire
8 8

New Jersey
4.98 11 14

New Mexico
4.53 11 14

New York
4.33 10 10

North carolina
5.15 13 14

North Dakota
4.18 11 12

Ohio
6.59 14 16

Oklahoma
4.12 10 10

Oregon
1.44 14 16

Pennsylvania
8.06 14 16

Puerto Rico
8.61

(4) (4)

Rhode Island
6.26 14 16

South carolina 5.89 13 14

South Dakota
2.83 8 8

Tennessee
5.31 13 14

Texas
3.04 8 8

Utah
5.18 13 14

Vermont
6.03 14 16

Virginia 2.19 8 8

Virgin Islands
4.49 10 14

Washington
1.28 14 16

West Virginia
10.00 14 16

Wisconsin
1.08 14 16

Wyoming 5.51 13 12

'The EX trigger rate is the State insured unemployment rate—the percentage of workers covered under the State unemployment compensation

law who are claiming State unemployment benefits in a particular week—averaged over a moving 13-week period. It is updated, and subiect to

change, on a weekly basis. Therefore, the number of weeks of IX payable in any State when the extension takes effect on Apr. 1, 1983, could be

different from that shown below, which is based on the EX trigger rate as of Feb. 12, 1983.
2 Individuals who exhaust EX on or before Apr. 1, 1983, could receive additional weeks of FSC benefits equal to ¾ of their basic EX

entitlement up to a maximum of: 10 weeks in 14 basic week States; 8 weeks in 13 basic and 11 week States; 6 weeks in 10 and 8 basic week

States.
Individuals who begin receMng EX prior to Apr. 1, 1983 and who have FSC entitlement after that date could also receive additional weeks.

However, the combination of their remaining basic IX entitlement received after Apr. I, 1983, plus additional weeks cannot exceed the maximum

number of weeks of basic IX benefits payable in the State after Apr. 1, 1983.

DiR rate as of Feb. 5, 1983.
13 Weeks IX due to 20 week Reg. duration.
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TABLE 3.—NUMBER OF FSC WEEKS PAYABLE IN STATES WITH IUR 6.0 OR ABOVE: MAXIMUM 14-

WEEK BASIC ENTITLEMENT; MAXIMUM 10 ADDITIONAL WEEKS

Numtr of weeks drawn tf ore Apr 1 Apr 1

Numtr ot weeks avauable at ter Apr.

Maximum payable

Total FSC weeks(kvb re
Basic entillement Additional weeks

(1) (2) (3) (4) (5) (6)

0

1

2

3

4

6

7

8

9

10

11

12

13

14 or more

14

13

12

11

10

8

7

6

5

4

3

2

1

0

0

1

2

3

4

5

6

7

8

10

10

10

10

10

14

14

14

14

14

14

14

14

14

14

13

12

11

10

14

15

16

17

18

19

20

21

22

23

24

24

24

24

24

TABLE 4.—NUMBER OF FSC WEEKS PAYABLE IN STATES WITH IV 5.0—5.9: MAXIMUM 13-WEEK

BASIC ENTITLEMENT; MAXIMUM 8 ADDITIONAL WEEKS

Numtr of weeks drawn tfore Apr. Apr

Numtr of weeks available a fter Apr. 1 Tota! FSC weeks

Basic entitlement Additional weeks
Maximum payable

(1) (2) (3) (4) (5) (6)

0 13

1 12

0 13 13

2
11 2

13 14

3 10

13 15

4 9

13 16

5 8

4 13 17

6
13 18

7
6

6 13 19

8 5

7 13 20

9
8 13 21

10 3

8 12 21

11 2

ii 21

12
1

8 10 21

l3ormore 0

8

8

9

8

21

21

TABLE 5.—NUMBER OF FSC WEEKS PAYABLE IN STATES WITH IUR 4.5 TO 4.9: MAXIMUM 11-WEEKS
BASIC ENTITLEMENT; 8 ADDITIONAL WEEKS

Numtr of weeks drawn before Apr. 1 Apr. 1

Numtr of weeks available after Apr. 1

Maximum payable
after Apr. I

Total FSC weeks
(weeks received ttore

plus weeks pvable
after Apr 1)

Basic entitlement Ai1ditonal weeks

(1) (2) (3) (4) (5) (6)

0
11

1 10

0 11

2
9

11 12

3 8

11 13

1

11 14

11
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TABLE 5.—NUMBER OF FSC WEEKS PAYABLE IN STATES WITH IUR 4.5 TO 4.9: MAXIMUM 11-WEEKS

BASIC ENTITLEMENT; 8 ADDITIONAL WEEKS—Continued

Number of weeks drawn before Apr. I AR

Number of weeks avaäable a fler Apr. 1 Total FSC weeks
(weeks received before

Plus weeks PabIe
Basic entitlement Additional weeks

Maximum payab'e

(I) (2) (3) (4) (5) (6)

5

6

1

8

9

10

liormore

6

5

4

3

2

1

0

5

6

1

8

8

8

8

ii
11

11

11

10

9

8

16

11

18

19

19

19

19

TABLE 6—NUMBER OF FSC WEEKS PAYABLE IN STATE WITH IUR 3.5—4.4: MAXIMUM 10-WEEK

BASIC ENTITLEMENT; MAXIMUM 6 ADDITIONAL WEEKS

Number of weeks drawn before Apr. I Apr.

Number of weeks available atter Apr. I Total FSC weeks
(weeks received before

pluswrkspa1yble
Basic entitlement Additional weeks

Maximum payable

(I) (2) (3) (4) (5) (6)

1

2

3

4

5

6

1

8

9

lOorruore

10

9

8

1

6

5

4

3

2

1

0

0

1

2

3

4

5

6

6

6

6

6

10

10

10

10

10

10

10

9

8

1

6

10

11

12

13

14

15

16

16

16

16

16

TABLE 7.—NUMBER OF FSC WEEKS PAYABLE IN STATES WITH IUR 3.4 OR LOWER: MAXIMUM 8-

WEEK BASiC ENTITLEMENT; MAXIMUM 6 ADDITIONAL WEEKS

Number of weeks drawn before Apr. 1 Apr.

Number of weeks available a fter Apr. I Total FSC weeks

(weeks received f ore
tusePa1l7ble

Basic entitlement Additional weeks
Maximum payab'e

(I) (2) (3) (4) (5) (6)

0

1

2

3

4

5

6

1

8ormore

8

1

6

5

4

3

2

1

0

0

1

2

3

4

5

6

6

6

8

8

8

8

8

8

8

1

6

8

9

10

11

12

13

14

14

14
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PART B—MISCELLANEOUS PROVISIONS

Section 511: Voluntary health insurance programs permitted
Under current law, Section 3304(a)(4) of the Federal Unemploy-

ment Tax Act prohibits States from withdrawing money from the
state unemployment compensation benefits or to refund certain
taxes erroneously paid by employers.

This section provides that no provision in current law shall be
construed to prohibit a State from deducting an amount from the
unemployment compensation benefits otherwise payable to an indi-
vidual and using the amount deducted to pay for health insurance,
if the individual elects to have such a deduction made from his
benefits.

Section 512: Treatment of certain organizations retroactively deter-
mined to be described in section 501(c)(3) of the Internal Reve-
nue Code of 1954

Unemployment insurance coverage was extended to employees of
certain nonprofit organizations in 1970 and then extended to em-
ployees of basically all nonprofit organizations in 1976.

Under the 1970 and 1976 amendments, nonprofit organizations
were provided the option of financing unemployment benefits paid
to their former employees through the State unemployment payroll
tax tystem that applies to private employers (contribution method)
or by retroactively reimbursing the State trust fund for the amount
of benefits paid to their former employees (reimbursement method).

Nonprofit employers who had voluntarily covered their employ-
ees prior to the 1970 or 1976 amendments and financed benefit
costs by the contribution method, and after enactment of the 1970
or 1976 amendments chose to switch to the reimbursement method
of financing, were permitted to apply any accumulated balance in
their accounts toward costs incurred in the future and paid for on
a reimbursement basis. The authority to make such a transfer,
however, was available for a limited period of time and expired
shortly after enactment of the 1976 and 1970 amendments.

This section allows a nonprofit organization that elects to switch
from the contribution to the reimbursement method of financing
unemployment benefits to apply any accumulated balance in its
State unemployment account to costs incurred after it switches to
the reimbursement method, under the following conditions:

(1) the organization did not elect to switch to the reimbursement
method under prior authority because during these periods the or-
ganization was treated as a 501(c)(4) organization by the IRS; but
the organization has been subsequently determined by IRS to be a
501(c)(3) organization; and,

(2) the organization elects to switch to the reimbursement
method before the earlier of (a) 18 months after such election was
first available to it under State law or (b) January 1, 1984.



132

F. Prospective Payments for Medicare Inpatient Hospital Services
(Title VI)

1. GENERAL DISCUSSION

Your Committee's bill includes a major change in the method of
payment under medicare for inpatient hospital services. Such serv-
ices would be paid for on the basis of prospectively determined
rates under a new payment system, which generally follows the
outline of an Administration proposed plan. A single payment
amount would be paid for each type of case, identified by the diag-
nosis related group (DRG) into which each case is classified.

The bill is intended to improve the medicare program's ability to
act as a prudent purchaser of services; and to provide predictibility
regarding payment amounts for both the Government and hospi-
tals. More important, it is intended to reform the financial incen-
tives hospitals face, promoting efficiency in the provision of serv-
ices by rewarding cost/effective hospital practices. In contrast, the
cost-based reimbursement arrangements under which medicare has
operated in the past lack incentives for efficiency. Subject to some
limits on overall payment amounts, the "reasonable cost" reim-
bursement system simply responds to hospital cost increases by
providing increased reimbursement.

In Public Law 97-248, the Tax Equity and Fiscal Responsibility
Act of 1982 (TEFRA), the Congress directed the Department of
Health and Human Services to develop recommendations for a
system of prospective payment for medicare inpatient hospital
services. The department's report was submitted in late 1982, and
its recommendations have been embodied in Administration-spon-
sored legislation. Your Committee's bill is a modified version of the
Administration's recommendations.

1. SEVFING THE PROSPECTIVE PAYMENT AMOUNT

(a) Summary. Under your Committee's bill, the Secretary would
be required to prospectively determine a payment amount for each
medicare hospital discharge. Discharges would be classified into di-
agnosis related groups, or DRG's. In order to moderate the impact
of the prospective payment proposal on urban and rural hospitals
and across different regions of the country, separate payment rates
would apply to urban and rural areas in each of the nine census
divisions of the country (the 50 States and the District of Colum-
bia). The regional adjustment would no longer apply beginning
with payments after the fourth year of the program. As a perma-
nent feature of the system, the DRG rates would be adjusted for
area differences in hospital wage levels so that hospitals in high
wage areas would receive somewhat larger payments than hospi-
tals in lower wage areas.

The Secretary would be required to study and report to the Con-
gress for each of the early years of the program on the appropriate-
ness and necessity for the regional adjustment. In addition, a study
and report, before the end of 1985, would be required on the appro-
priateness of the urban/rural differential.

The rates established for hospitals would be derived from histori-
cal medicare cost data, updated according to a formula for use in
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fiscal years 1984 and 1985. During these years, the increases in
payment rates would be subject to the requirement that expendi-
tures under the prospective payment plan be no greater than those
under the reimbursement provisions of the 1982 TEFRA legisla-
tion.

In recognition of the difficulty of determining for many years
into the future an appropriate rate of increase in inpatient hospital
payments, your Committee's bill provides, for years beginning with
fiscal year 1986, a different approach to updating payment levels.
A panel of independent experts would review the appropriateness
of the update formula, taking into account such factors as changes
in the hospital marketbasket index, productivity, technological and
scientific advances, the quality of health care and utilization of rel-
atively costly though effective methods of care. The Secretary
would determine an update factor taking into consideration the
expert panel's recommendations.

(b) The DRG classification system. The prospective payment
system would be based on the diagnosis related groups (DRG) case
classification system, which classifies patients into groups that are
clinically coherent and homogenous with respect to resource use.

• The DRG classification system, developed some years ago, has been
improved in recent years and represents the most fully developed
case classification system representative of a national data base
and readily adaptable to a national program. Your Committee rec-
ognizes, however, that in developing separate payment rates for
each of 467 DRG's, it will be necessary to rely on currently availa-
ble data sources and to use a sample of cases, e.g., the 20 percent
sample of medicare beneficiary bills (MEDPAR) to arrive at the
DRG rates. Your Committee expects that the Secretary will use the
best data reasonably available to calculate the DRG rates.

The Secretary will calculate a relative price (or weight) for each
DRG compared with the average medicare case. (For instance, a
craniotorny case may be found to be 3.5 times as expensive as the
average case.) This relative price (or weight) will be used to adjust
an average medicare cost per discharge figure to obtain the pro-
spective rate for cases within particular DRG's.

Your Committee recognizes that there may be insufficient data
to calculate relative prices for some DRG's because of the small
number of medicare cases in some DRG's, e.g., obstetrical cases.
While this may not have been a problem under the case-mix meth-
odology used in implementing the 1982 TEFRA legislation, it is im-
portant in the proposed prospective payment system to establish a
rate for every DRG whether or not it is likely that a case will actu-
ally occur. Therefore, your Committee recognizes that the Secre-
tary will need to rely on an alternative method for setting the pro-
spective rate for low-volume DRG's—for example, by combining
MEDPAR data for several years or by reference to an external
source in which these DRG's are more common, e.g., data from
State systems.

(c) Steps in determining DRG payment rates—fiscal year 1984.
The process for determining DRG payment rates for fiscal year
1984 begins with the determination of allowable operating costs of
inpatient hospital services for each hospital for the most recent
cost reporting period for which data are available. These cost data
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are updated for fiscal year 1983 by the estimated industry-wide
actual increase in hospital costs and further updated for fiscal year
1984 by the hospital marketbasket increase plus one percentage
point. The resulting amounts are standardized by excluding an esti-
mate of indirect medical education costs, adjusting for area wage
variations, and adjusting for variations in case mix.

The Secretary then computes an average of these standardized
amounts for each census division: (i) for all hospitals in urban
areas, as currently defined for purposes of the so-called section 223
limits; and (ii) for all hospitals in rural areas.

Each of these average standardized amounts is then reduced to
account for the payment that will subsequently be made to specific
hospitals of additional amounts for atypical cases ("outliers").

These average standardized amounts are then reduced as may be
required to achieve budget-neutrality in relationship to the reim-
bursement provisions that would have applied under the 1982
TEFRA legislation. In determining budget neutrality for the DRG
part of the payment, the Secretary would include in the DRG pay-
ment amounts the additional payments for outlier cases, for indi-
rect medical education costs, and for costs of nonphysician services
to inpatients previously paid for under part B, and additional pay-
ments reflecting other adjustments.

Separate urban and rural DRG-specified rates for each census di-
vision are then determined by computing the product of the aver-
age standardized amounts described above and the weighting factor
for each DRG.

These DRG-specific rates are then adjusted to recognize area
wage differences for purposes of determining the payment amount
using methodologies for area wage adjustments similar to the cur-
rent section 223 limits. (The actual revenue to the hospital, in addi-
tion to the DRG-specific payment rate, will be influenced by one or
more of the following: payment of capital costs and costs of ap-
proved educational programs on a reasonable cost basis; an adjust-
ment for indirect teaching costs; additional payment for atypical—
outlier—cases; and various exceptions and adjustments.)

(d) Steps in determining DRG payment rates—fiscal year 1985.
For fiscal year 1985, the process is similar to that for fiscal year
1984, except that previously determined standardized amounts are
updated by the marketbasket increase plus one percentage point. A
reduction is then made for the value of outlier payments, an ad-
justment is made to maintain budget neutrality, and so forth.

(e) Steps in determining DRG payment rates—fiscal year 1986 and
later. For fiscal year 1986 and later, the updating process is simi-
lar, except that there is no step in the computation designed to
achieve 'budget neutrality." Instead, the independent panel dis-
cussed above would advise the Secretary regarding the updating
factor to be used. By May 1 before the beginning of each fiscal
year, the panel would be required to report its recommendations to
the Secretary, who would make a determination of the increase
factor which will apply. The Secretary would publish a proposed
determination (along with the panel's recommendations) in the
Federal Register by June 1 and a final decision by September 1.

(0 Adjustment for atypical cases or outliers. Your Committee is
concerned that under the prospective payment system, there will



135

be cases within each diagnostic category (DRG) that will be ex-
traordinarily costly to treat, relative to other cases within the
DRG, because of severity of illness or complicating conditions, that
are not adequately compensated for under the DRG payment meth-
odology. Under your Committee's bill, the Secretary would be re-
quired to provide additional payments, amounting to not less than
4 percent of total DRG related payments, as outlier payments.

Under your Committee's bill, the Secretary is required to make
additional payments in cases where the length of stay in each DRG
exceeds, by more than 30 days, the average length of stay for cases
within the same DRG. In addition, if a case has some other unusu-
al length of stay or unusual cost, the Secretary may provide for ad-
ditional payment amounts. Your Committee understands that the
Secretary intends to make payments (in addition to the standard
DRG payment) for days in excess of the 30 days ("outlier days") at
a per diem rate. A per diem rate would be calculated for each DRG
by dividing the DRG payment amount by the mean length of stay
for the DRG. The Secretary proposes to reimburse at 60 percent of
that daily rate for each "outlier' day.

Your Committee understands that amounts reimbursed for the
"outlier days" would reduce the DRG payment level across the
DRG's.

Your Committee is concerned that using length of stay as the
only indicator of extraordinary costliness (as recommended by the
Secretary) is inadequate. The Secretary is strongly urged to use
some other statistical test to develop a more flexible and responsive
outlier policy.

The Secretary's report to Congress on the prospective payment
proposal (December 1982) included a discussion of measures of cen-
tral tendency as it relates to outlier policy. Since the only cases
that are currently being considered for additional payment under
the outlier policy are extraordinarily costly cases, your Committee
suggests that the Secretary consider the use, as a way of defining
outliers, of the two standard deviation rule. Under this rule, out-
liers are defined as cases for which costs are outside the boundary
of the mean cost per case plus two times the standard deviation of
cost per case.

Although not wishing to preclude the Secretary from using other
measures, as he or she deems appropriate, your Committee would
reiterate that it considers length of stay an important, but not
wholly adequate indicator of outliers and thus, suggests some addi-
tional measures be considered.

The Secretary would be required to study the appropriateness of
the outlier policy, and to include in that study an analysis of the
appropriateness of, and necessity for, adjustments in payment rates
for extremely short lengths of stay within a DRG, and to report
findings to Congress by the end of 1985.

(g) Public description of methodology and data. The Secretary
would be required to provide for publication in the Federal Regis-
ter, on or before September 1 before each fiscal year (beginning
with fiscal year 1984), of a description of the methodology and data
used in computing the DRG payment rates, including any adjust-
ment required to produce budget neutrality in relation to the
TEFRA level of medicare reimbursement outlays.
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Your Committee believes this requirement for open publication
and description of data is important to assure confidence among
the affected parties in the integrity of the payment system, the
adequacy of the data, and the accuracy of the calculations involved.
(Also, as previously noted, for fiscal years after fiscal year 1985, the
Secretary would be required to publish in the Federal Register
both the determination of increase factors used to determine pay-
ment rates, and also the recommendations of the panel of inde-
pendent experts regarding this matter.)

2. TRANSITION TO THE NEW PROSPECTIVE PAYMENT 5Y5TEM

(a) Phase-in. Payments under the new prospective payment
system would not be designed to reflect a hospital's cost situation
and therefore can be expected to result in medicare reimbursement
gains and losses for hospitals in relation to what they would have
received under present law. Therefore, your Committee bill pro-
vides for a phase-in period to minimize disruptions that might oth-
erwise occur because of a sudden change in reimbursement policy.

Implementation of the new prospective payment system would be
phased in over a 3-year period, starting with each hospital's first
accounting year beginning on or after October 1, 1983. During the
first year, 25 percent of the payment amount for each case would
be determined under the DRG prospective payment methodology;
75 percent of the payment amount would be determined on each
hospital's own cost base. During the second year, 50 percent of the
payment amount would be determined under the prospective pay-
ment methodology and 50 percent on each hospital's own cost base.
During the third year, 75 percent of the payment amount would be
determined under the prospective payment methodology and 25
percent would be determined on each hospital's own cost base.
During the fourth year, 100 percent of the payment amount would
be determined under the DRG payment methodology.

The portion of a hospital's payment determined on its own cost
base would be calculated as though the hospital's target amount
under the 1982 TEFRA legislation were its payment amount (that
is, without application of the provisions under which a hospital re-
tains only a portion of its cost-per-case savings below the target
amount and medicare pays any portion of the hospital's cost per
case in excess of the target amount, and without regard to the ex-
ceptions, exemptions and adjustments which may have been au-
thorized under TEFRA for that year). The payment amount, like
the target amount under present law, is projected from the hospi-
tal's cost base. Because the payment can be determined without
reference to the hospital's costs in the current year, it can be pro-
spectively determined.

The calculation of this part of the hospital's payment for hospital
accounting periods beginning on or after October 1, 1983 and on or
after october 1, 1984 would be subject to the so-called section 223
limits. For hospital accounting periods beginning on or after Octo-
ber 1, 1985, cost data would not be available for use in determining
the section 223 limits and no section 223 limit would be applied.
For the two years in which the section 223 limits are applicable,
the section 223 exemptions, exceptions and adjustments would not
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be applicable. However, your Committee's bill provides new author-
ity for exceptions and adjustments under which relief, if appropri-
ate, could be provided.

Your Committee understands that there will be a relatively
small number of hospitals for which there is no historical cost ex-
perience on which to base a target rate; for example, new hospitals.
In this case, your Committee expects the Secretary to make appro-
priate provision for applying a prospective payment rate. This
might be accomplished by using the total cost limit appropriate to
the hospital as the hosptial-specific portion of the payment due the
hospital during a transition year.

The Secretary would be required to maintain a system of cost re-
porting during the period of transition to the new prospective pay-
ment system and for at least two years after full implementation of
the new payment program. Thus, cost data would be available for
use in making future adjustments in the DRG system and for other
possible uses.

(b) Unbundling. Under current law, services provided to medi-
care beneficiaries who are inpatients of a hospital are generally
billed under part A of the medicare program. However, under cer-
tain circumstances, payments are made for non-physician services
(for example, radiology, laboratory, physical therapy, prosthetics,
etc. which are separately billed by the supplier as a part B service
even though they are provided to a hospital inpatient. Thus, under
current law, some non-physician services may be billed under part
A in one hospital and yet, in another hospital may be billed under
part B of the program.

Your Committee's bill would provide, effective October 1, 1983,
that all non-physician services provided in •an inpatient setting
would be paid only as inpatient hospital services under part A with
some adjustments discussed below, as the Secretary deems appro-
priate.

The DRG rate covers inpatient services. However, your Commit-
tee is concerned that in providing a single, inclusive, payment rate
for non-physician services under the prospective payment system,
it would be inequitable to allow one hospital, which has many bill-
ing arrangements whereby services are reimbursed under part B,
to receive the same payment rate as a hospital that provides all
services under part A.

The Secretary is given authority to waive these restrictions, and
to provide for adjustments in the DRG payment rates, for hospitals
which can demonstrate to the Secretary that their practice prior to
October 1, 1982, were such that their services were extensively
billed independently under part B. Such hospitals could be permit-
ted, by the Secretary, to continue such billing arrangements during
the transition period for phasing-in the prospective payment
system. Such arrangements would not be recognized once the pros-
pective payment system is fully implemented.

It is the Committee's intent that the Secretary provide for such
adjustments only in cases where there will be significant hardship
on the part of the hospital. If a hospital has a billing arrangement
for one or two services, for example, laboratory services and physi-
cal therapy services, it is anticipated by your Committee that such
a hospital would, without significant delay, be able to provide ad-
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justments in its contracts to allow payment through the hospital
under the DRG rate for such services.

It is your Committee's intent to limit the administrative burden
of implementing this provision on the Administration, yet provid-
ing some flexibility for hospitals that currently bill under part B

for significant proportion of services.
Your Committee bill requires that the Secretary estimate each

year amounts that would have been reimbursed under part B for
inpatient hospital services (other than physician services) and to in-
clude, each year in the base rate for determining the DRG pay-
ment rates an approximation of this amount.

3. EXCLUSION OF CAPITAL-RELATED EXPENSES AND RETURN ON EQUITY

(a) Capital-Related Costs. Under current law, medicare reim-
burses hospitals for the reasonable cost of capital. Costs of capital
include depreciation, interest and rent.

Under your Committee bill, capital-related costs would be ex-
cluded fcom the prospective payment system. Such costs would con-
tinue to be paid on a reasonable cost basis. However, your Commit-
tee recognizes that capital expenditures total over 6 percent of
medicare hospital payments and that a fully prospective payment
system would move away from cost-based reimbursement for capi-
tal.

Your Committee recognizes that developing a method to include
capital in a prospective payment system will require some addition-
al study. On the other hand, continuing to pay capital based on
cost will offer incentives for hospitals to undertake projects which
substitute capital costs for labor and other costs included in the
DRG payments. For this reason, your Committee bill includes three
provisions which will move toward a system of capital payments on
a prospective basis.

The first provision required the Administration to undertake a
study and make recommendations to the Congress, by December
31, 1983, on a system for setting capital payments on a prospective
basis. Your Committee intends that this study review all options
for a prospective payment system, including broadening the DRG
payment to include a capital component, establishment of limits
modeled on section 223 applicable to capital costs only, and the set-
ting of limits on capital on a statewide basis. The Secretary should
review the methods used by States with hospital cost control pro-
grams—including Maryland, Massachusetts, New York and New
Jersey—to determine which State programs provide useful models.
The study should also include a discussion of alternative means to
ensure that public institutions and other hospitals in inner city
and rural areas have adequate capital resources.

Under the second provision, your Committee bill notes that it is
the intent of Congress, in implementing a system for including cap-
ital-related costs in a prospective payment, that costs related to
capital projects initiated on or after March 1, 1983, may be distin-
guished and treated differently from projects initiated before that
date. This provision is to place providers on notice that, in any
future prospective capital payment system, only those capital proj-
ects initiated before March 1 of this year will be considered old
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projects. Projects initiated on or after such date may be subject to
alternative payment methods for capital costs. This provision is to
indicate to hospitals that they should not begin new capital under
the assumption that the costs of these projects will continue to be
reimbursed on the basis of reasonable costs.

The third provision requires all States to have a section 1122 cap-
ital approval agreement in effect within three years. Specifically,
your Committee bill provides that, beginning three years after the
date of enactment of the bill, medicare will not make payment
with respect to any new capital expenditures unless the State in
which the hospital is located has a section 1122 agreement with the
Secretary, and the capital expenditures have been recommended
for approval by the State under the Section 1122 review mecha-
nism.

Since all fifty States now have either a certificate-of-need or sec-
tion 1122 program in place, this provision should impose no addi-
tional burden on the States. This requirement makes it clear that,
during the period medicare continues to make payment for capital
based on reasonable cost and a new prospective capital payment
system is being designed, the States should not eliminate an exist-
ing capital review program.

Your Committee intends that the Secretary facilitate the signing
section 1122 agreements with the States that now have certificate-
of-need programs but not section 1122 programs. The reestablish-
ment of a section 1122 agreement should be especially simple for
more than 25 States which once had section 1122 agreements.

The capital provisions of your Committee's bill reflect the need
for additional analysis before a system to set capital payments on a
prospective basis can be adopted. On the other hand, the bill also
stresses the need to ensure that the nation does not experience an
inflationary increase in capital projects during the pendency of
capital cost reimbursement. Your Committee intends to review the
issues relating to hospital capital in greater detail when the Secre-
tary's report is completed.

(b) Return on Equity. Under current law, proprietary hospitals
receive a return on equity capital invested and used in providing
patient care. Equity capital is the net worth of a provider adjusted
for those assets and liabilities which are not related to patient care.
The rate of return is one and one-half the average rate of interest
on special issues of public debt obligations issued to the Hospital
Insurance Trust Fund.

Your Committee bill provides for the phase-out of return on
equity over the four year period during which the prospective pay-
ment system is phased-in. During the first year of the transition, 75
percent of any return on equity amount would be paid, since 75
percent of each payment to a hospital per discharge during that
year would be cost-based. During the second year, 50 percent of any
return on equity amount per discharge would be cost-based. During
the third year, 25 percent of the return on equity would be paid.
Beginning with the fourth year, no payments for a return on
equity would be paid, since 100 percent of the payments to hospi-
tals would be determined under the prospective payment system.

Your Committee believes that a return on equity is not appropri-
ate under a prospective payment system. The return on equity was
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seen as a means of attracting investment into the health care
system. Your Committee believes that this inducement is no longer
necessary. Further, your Committee believes that a payment re-
flecting a profit is inappropriate in a prospective payment system
where the payment no longer represents a hospital's actual costs
but is intended as an inducement to a hospital to reduce its costs in
order to reap a reward.

Your Committee's intent that the phase-out will represent a real
savings to medicare; thus, the provision is outside the budget neu-
trality of the prospective payment system, and the savings will not
be included in the base for computing the DRG payment.

Your Committee bill requires the Secretary to report to the Con-
gress at the same time he or she reports on recommendations with
respect to capital-related costs, before the end of 1983, on payment
with respect to the return on equity. Your Committee expects the
Secretary to analyze the differential impact on hospitals of meth-
ods of capital financing, including debt financing and tax-exempt
bond financing, for proprietary and non-profit hospitals as well as
reporting the impact of alternative methods of financing on the
medicare trust fund and the general revenues.

4. DIRECT AND INDIRECT MEDICAL EDUCATION COSTS

Direct and indirect expenses associated with medical education
activities would be specifically excluded from payment determina-
tions under the prospective payment system. Medical education ex-
penses, such as the salaries of interns and residents under ap-
proved education programs (as defined in current regulation, in-
cluding nursing education programs), would continue to be paid on
the basis of reasonable cost.

In addition, with respect to indirect medical education expenses,
an adjustment would be provided equal to twice the teaching ad-
justment, based on the ratio of residents to beds, that is applied in
the so-called section 223 limits on reimbursement under present
law. Your Committee strongly believes in the importance of provid-
ing this adjustment in the light of serious doubts (explicitly ac-
knowledged by the Secretary in his recent report to the Congress
on prospective payment) about the ability of the DRG case classifi-
cation system to account fully for factors such as severity of illness
of patients requiring the specialized services and treatment pro-
grams provided by teaching institutions and the additional costs as-
sociated with the teaching of residents.

The latter costs are understood to include the additional tests
and procedures ordered by residents as well as the extra demands
placed on other staff as they participate in the education process.
Your Committee emphasizes its view that these indirect teaching
expenses are not to be subjected to the same standards of "efficien-
cy" implied under the DRG prospective system, but •rather that
they are legitimate expenses involved in the postgraduate medical
education of physicians which the medicare program has historical-
ly recognized as worthy of support under the reimbursement
system.

The adjustment for indirect medical education costs is only a
proxy to account for a number of factors which may legitimately
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increase costs in teaching institutions. Your Committee believes
that it is important, in addition, to recognize explicitly extraordi-
nary expenses in individual cases, and has therefore required (as
discussed elsewhere) an expansion and modification of the Secre-
tary's recommended policy regarding atypical cases or outliers
(which it is reasonable to expect would occur more commonly in
teaching hospitals than in other hospitals). Finally, in recognition
that additional unforseen problems may arise in connection with
teaching hospitals, your Committee's bill (as indicated elsewhere)
would require the Secretary to make exceptions and adjustments,
where appropriate, with respect to payment to teaching hospitals.

5. EXEMPTIONS, ExCEPTIONS AND ADJUSTMENTS

Hospitals that are not included in the prospective payment pro-
posal would be subject to the rate of increase provision as in
TEFRA, including the incentive payments. The rate of increase
permitted would be marketbasket plus one percent.

(a) Psychiatric, long-term care, rehabilitation and children 's hos-
pitals. Such hospitals would be specifically exempted from your
Committee's prospective payment bill. The DRG system was devel-
oped for short-term acute care general hospitals and as currently
constructed does not adequately take into account special circum-
stances of diagnoses requiring long stays.

The definition of rehabilitation hospital will be prescribed in reg-
ulations promulgated by the Secretary. The Committee under-
stands that there are currently extensive rules pertaining to reha-
bilitation hospitals and suggests that the Secretary use such regu-
lations and consult with the Joint Commission of Accreditation of
Hospitals in order to define a rehabilitation hospital.

In addition, your Committee's bill would exempt, upon the re-
quest of a hospital, distinct part rehabilitation or psychiatric units
of acute care hospitals. The Secretary, under current medicare
rules and regulations, has prescribed in detail standards and crite-
ria that distinct parts must meet including establishment of sepa-
rate cost entities for cost reimbursement and requirements that
such units have a sub-provider identification number. It is the
Committee's intent that psychiatric and rehabilitation distinct part
units meet standards as the Secretary may prescribe and it is an-
ticipated by the Committee that such standards would provide for
maintenance of standards relating to patient care that are found in
psychiatric and rehabilitation hospitals respectively.

(b) Sole community providers. The Secretary would be authorized
to provide for exceptions and adjustments to take into account the
special needs of sole community providers. Your Committee is pro-
viding this authority, in order to permit the Secretary to take into
account the special circumstances that sole community providers
may have.

(c) Public and other hospitals. The Secretary would be required
to take into account and to make appropriate exemptions, excep-
tions and adjustments for hospitals that serve a disproportionately
large number of medicare and low-income individuals. Concern has
been expressed that public hospitals and other hospitals that serve
such patients may be more severely ill than average and that the
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DRG payment system may not adequately take into account such
factors. The Secretary in his report to Congress stated that the De-
partment of Health and Human Services would continue to study
ways of taking account of severity of illness in the DRG system.
The Committee strongly urges the Secretary to continue these
studies. Your Committee bill would require the Secretary to under-
take a study of other needs of such hospitals. If upon review the
Secretary determines that such exemptions, exceptions or adjust-
ments are appropriate, the Secretary would then be authorized to
make such exemptions, exceptions or adjustments.

(d) Other providers. The Secretary would be authorized to pro-
vide, by regulations, for such exceptions and adjustments as he or
she deems appropriate (including those that may be appropriate
with respect to public hospitals, teaching hospitals, and hospitals
that are extensively involved in cancer treatment and research). In
giving the Secretary such authority, your Committee anticipates
that an analysis be undertaken to look into the special needs of
these providers.

(e) Alaska and Hawaii. Your Committee's bill would authorize
the Secretary to make exceptions and adjustments to take into ac-
count special needs of hospitals located in Alaska and Hawaii.
Under current law the Secretary has recognized that Alaska and
Hawaii have higher hospital costs than other states and has pro-
vided under the Section 223 regulations a special adjustment to
take into account these costs. The Committee expects that the Sec-
retary will examine the impact of the prospective payment system
on Alaska and Hawaii and after such study determine if such ex-
ceptions and adjustments are justified to provide for such excep-
tions and adjustments.

(0 Hospitals outside the fifty states. Your Committee's bill would
exempt from the prospective payment system hospitals located in
geographic areas outside the fifty States and the District of Colum-
bia but within the United States for purposes of medicare (e.g.
Puerto Rico). The Committee is concerned that the cost experience
of these hospitals may be so varied that the DRG prospective pay-
ment system may not adequately reflect the needs of these hospi-
tals.

(g) Study on prospective payment for exempt hospitals. Your Com-
mittee's bill would require the Secretary to report to Congress
within two years after enactment on whether exempt hospitals
should be brought under the prospective payment system and if so,
how this should be accomplished.

6. ADMINISTRATIVE AND JUDICIAL REVIEW

Under current law, a provider may request administrative
review by the Provider Reimbursement Review Board (PRRB) of a
final decision of a fiscal intermediary regarding items on the pro-
vider cost report, subject to certain conditions. A provider may
appeal the PRRB decision to Federal court or, where it involves a
question of law or regulation which the PRRB does not have the
authority to review, the provider may appeal directly to Federal
court.
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Your Committee's bill would provide for the same procedures for
administrative and judicial review of payments under the prospec-
tive system as is currently provided for cost-based payments. In
general, the same conditions, which now apply for review by the
PRRB and the courts, would continue to apply.

With respect to administrative and judicial review, your Commit-
tee's bill would permit review except in the narrow cases necessary
to maintain budget neutrality and avoid adversely affecting the es-
tablishment of the diagnosis related groups, the methodology for
the classification of discharges within such groups, and the appro-
priate weighting of such groups.

It is the purpose of your Committee's bill to establish a prospec-
tive payment system for medicare. The prospective payment will
no longer have any relationship to a hospital's actual costs. Thus, it
is your Committee's intent that a hospital would not be permitted
to argue that the level of the payment which it receives under the
system is inadequate to cover its costs.

The Secretary would be required by your Committee's bill to es-
tablish payment amounts in fiscal 1984 and 1985 at a level which
will cause the system to be budget neutral in relation to current
law. Of necessity, this limitation will require the Secretary, after
taking into account adjustment required under the system, to
change the basic payment rate to a level which will result in
budget neutrality. For example, the Secretary might set the rate at
102 percent rather than 105 percent of the mean. The altering of
this basic payment rate to achieve budget neutrality is not reviewa-
ble.

Your Committee bill precludes review of the establishment,
methodology and weighting of diagnosis related groups because of
the complexity of such action and the necessity of maintaining a
workable payment system. Thus, neither the definition of the dif-
ferent diagnosis related groups, their weights in relation to each
other, nor the method used to assign discharges to one of the
groups would be reviewable. Whether there was an error in human
judgment in coding an individual patient's case would be reviewa-
ble.

7. ADMISSIONS AND QUALITY REVIEW

The Secretary would be required to establish a system for moni-
toring admissions and discharges of both hospitals receiving pros-
pective payment and of hospitals exempt from prospective payment
but continuing to receive payment under the growth rate limita-
tions. In establishing such a system, the Secretary could utilize the
Health Care Financing Administration, medicare intermediaries,
or professional standards review organizations/professional review
organizations (i.e. a utilization and quality control peer review or-
ganization with a contract under part B of title XI) or other medi-
cal review organization to review admissions, discharges, and qual-
ity of care for medicare inpatient hospital services.

In addition, hospitals would be required, as a condition of pay-
ment under medicare, to enter into, and maintain, an agreement
with a utilization and quality control peer review organization
which has a contract with the Secretary under part B of title XI to
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perform review of admissions, discharges and quality of care with
respect to medicare inpatient hospital services. The provision
would be effective October 1, 1984.

Under the Tax Equity and Fiscal Responsibility Act of 1982, title
XI was revised to require the Secretary to contract with peer
review organizations in each area of the country. Subject to certain
conditions, the Secretary is permitted under title XI to determine
which organization in an area will conduct the most effective
review. While the new provisions of title XI became effective Octo-
ber 1, 1983, the Secretary has not yet entered into any agreements
under this law. Your Committee's bill would make it clear that the
Secretary must begin entering into contracts with review organiza-
tions under title XI. If the Secretary has not entered into a con-
tract in an area with an organization, there will be no designated
organization with which a hospital can enter into an agreement. It
is the intent of the provision, that, if there is no designated organi-
zation, the hospital will not receive payment under medicare.

Your Committee believes that the new prospective payment
system requires a strong system of medicare review and that title
XI is the appropriate mechanism for that review. The Secretary
has ample time before October 1, 1984, to implement title XI with
no adverse effect on medicare payments to hospitals.

Under title XI, medicare intermediaries may be designated as
review organizations, but only beginning 12 months after the Sec-
retary has begun to enter into contracts under that title. This
delay was intended to provide a preference for medical review orga-
nizations. There is concern that the 12 months will not have run
before the effective date of your Committee's provision (October 1,
1984). Thus, your Committee's bill provides that the 12 month wait-
ing period for intermediaries to qualify as review organizations (as
specified in section 1153(b)(2)) will begin to run on the date on
which the Secretary begins to enter into contracts or on October 1,
1983, whichever is earlier. This would assure that the waiting
period would be complete by the effective date of your Committee's
provisions.

Concern has been expressed regarding the function and duties of
medicare intermediaries in their continuing capacity as interme-
diaries (as opposed to their role as review organizations) and their
interaction with designated review organizations. Therefore, your
Committee wishes to make it clear that medicare intermediaries
will continue to gather, review and analyze medicare claims data.
To minimize the administrative costs of the medicare program, the
intermediary will supply such information and in such a format, as
defined by the Secretary, as is necessary to support the review or-
ganization (designated under title XI) in its review function. This
could include collection of claims data by diagnostic code, by pro-
vider, by patters of admission, or by any other format deemed nec-
essary to support the review organization.

The Secretary would be authorized to disallow payment and/or
terminate participation in medicare, or require a hospital to take
corrective actions, where a provider is determined to be engaged in
aberrant or unacceptable practices. Specifically, your Committee's
bill provides that, if the Secretary determines that a hospital, in
order to circumvent the prospective payment method or the rate of
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growth limitations, has taken an action that results in the admis-
sion of medicare beneficiaries unnecessarily, or which results in
unnecessary multiple admissions of medicare beneficiaries, or re-
sults in inappropriate medicare or other practices, the Secretary
may (1) deny payment, in whole or in part, for such admission, or
(2) require the hospital to take corrective action. Your Committee
wishes to make it clear that any denial of payment or termination
which occurs under this provision will be subject to the same rights
of appeal as provided under current law.

Because prospective payments will be made on a per admission!
per discharge basis, your Committee is concerned that there may
be an incentive for hospitals to increase their admissions or reduce
the quality or availability of care. Accordingly, the Secretary would
be provided with this additional authority to deny payment or ter-
minate providers where they are determined to be engaged in un-
acceptable practices relating to admissions, lengths of stay, quality
of care or other forms of circumvention of the payment system.

The Secretary would also be required to study and report back to
the Congress before the end of 1985 on long-range policy changes to
limit increase in admissions resulting from the prospective system.
The Secretary would be required to include analyses and recom-
mendations on adjustments to the DRG payment rate for increased
admissions (such as a volume adjustment) and to report on the de-
velopment of administrative systems, such as pre-admission certifi-
cation, to minimize the incentive to increase admissions.

8. 5TATE CO5T CONTROL PROGRAMS

Under current law, the Secretary has the authority to establish
medicare demonstration projects. The Secretary has used this au-
thority to establish State-wide demonstrations for payment of hos-
pital services in four States—Maryland, New Jersey, New York,
and Massachussetts.

In addition, the Tax Equity and Fiscal Responsibility Act of 1982
(TEFRA), authorized the Secretary to make medicare payments
under a cost control system established in a State if certain condi-
tions were met. While the provision was effective October 1, 1982,
the Secretary had not entered into any agreements with States
under this authority as of March 1, 1983.

Under your Committee's bill, the Secretary would be authorized
to approve a State cost control system (i.e. grant a medicare
waiver) if five conditions were met. For those States which current-
ly have an agreement with the Secretary, the Secretary would be
required to continue the State program, upon the expiration of the
agreement, if, and for so long as, the five conditions were me.
Where any other State system met the first five conditions and six
additional conditions, the Secretary would be required to approve
the State program.

Your Committee's bill provides that the Secretary would be au-
thorized, at the request of a State, to make medicare payments if
the following conditions are met: (1) the system applies to substan-
tially all acute-care non-Federal hospitals in the State; (2) the
system applies to the review of at least 75 percent of all revenues
or expenses in the State for inpatient hospital services (including
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medicaid); (3) the Secretary has been provided satisfactory assur-
ances as to the equitable treatment of payors, employees and pa-
tients; (4) the Secretary has been provided assurances that under
the State system, over a 36-month period, the amount of payments
made under the system will not exceed what would otherwise have
been spent under medicare; and (5) the Secretary determines that
the system will not preclude a Health Maintenance Organization
(HMO) or a Competitive Medical Plan (CMP) from negotiating di-
rectly with hospitals with respect to the organization's rate of pay-
ment for inpatient hospital services.

The first four of the conditions are identical to those provided
under TEFRA. The fifth condition was added by your Committee.
In would apply with respect to HMOs and CMPs as defined in Sec-
tion 1876(b).

When considering the conditions which a state system should
meet, your Committee determined that HMOs need special treat-
ment because they have unique problems where a cost control
system covers all payors within a state. Evidence indicates that use
of hospital services by HMO members varies considerably from
that of individuals covered under health insurance plans. If an
HMO had an average stay of 2.9 days for a specified type of case,
but the average for that type of case was 4.2 days, the HMO would
be effectively paying at the higher rate. If HMOs are required to
pay for hospital care based on utilization practices other than their
own, they could be paying for services they do not use.

A second problem HMOs encounter when they cannot negotiate
different rates is that they are prevented from offering hospitals
certain benefits which only they can offer. For instance, because
HMOs determine where their members will be hospitalized, HMOs
can create special economies of scale for a hospital or guarantee it
a certain level of use. If direct negotiation were not allowed, HMOs
could be forced to forego the economic advantages inherent in their
mode of organization and operation.

In establishing this exception for HMOs to negotiate directly
with hospitals, your Cornriittee determined that the effectiveness
of state cost control systems would not be impaired. However, the
Committee recognizes that the ability to negotiate different rates
creates a strong incentive for entities other than HMOs and CMPs
to attempt to conform to the definition in section 1876(b). If these
other entities are permitted to use the exception, state cost control
systems would be seriously undermined. Therefore, the Committee
expects that the definition in section 1876(b) will be narrowly inter-
preted.

Your Committee bill places several limitations on the Secretary
in the application of the five conditions which must be met for a
State to be eligible for a waiver. The Secretary would not be per-
mitted to require that a State system be based upon a DRG pay-
ment methodology. While the language of your Committee's bill
does not specifically limit the authority of the Secretary under the
current demonstration authority with respect to DRGs, your Com-
mittee believes that the Secretary should not limit future demon-
stration projects to systems based on a DRG methodology. Your
Committee believes that State systems provide a laboratory for in-
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novative methods of controlling health care costs and should, there-
fore, not be limited to one methodology.

Under your Committee's bill, the Secretary would be prohibited
from requiring that a new State system or a continuation of a cur-
rent State system produce savings greater than the savings that
would have accrued in the State under the Federal medicare pay-
ment system. In determining whether the fourth condition compar-
ing the State's expenditures to medicare expenditures to medicare
expenditures is met, the Secretary would be permitted to use what-
ever test he or she determined was appropriate. However, if the
Secretary chose to use a test which was based upon rates of in-
crease, whether an inflation factor or the national rate of increase
in medicare expenditures, the State would be permitted, at its
option, to have the test applied, with respect to medicare inpatient
hospital services, either on an aggregate payments basis or on a
per admission or discharge basis. If the Secretary chose to use a
test based upon the national average percentage rate of increase
for medicare inpatient hospital services, the Secretary would not be
permitted to require that the State rate of increase in such pay-
ments be less than the national average rate of increase.

Your Committee believes that States should be encouraged to de-
velop innovative reimbursement methodologies without being held
to a stricter standard than the one imposed under medicare. With-
out this provision, States may be dissuaded from experimentation,
thus limiting the ability of the Congress and others to judge var-
ious cost control mechanisms.

Your Committee's bill further provides that the Secretary would
be required to approve any State system if, in addition to the first
five conditions, the system met the following six conditions: (1) the
system is operated directly by the State or an entity designated by
law; (2) the system is prospective; (3) the hospitals covered under
the system will make such reports as the Secretary may require; (4)
the State has provided assurances that the system will not result
in admissions practices which will reduce treatment to low income,
high cost, or emergency patients; (5) any change in the system
which materially reduces payments will only take effect upon 60
days notice to the Secretary and to hospitals; and (6) the State has
provided assurances that, in the development of the system, the
State has consulted with local government officials concerning the
impact of the State' system on public hospitals.

Your Committee bill would require the Secretary to respond to
requests from States applying under these eleven conditions to re-
spond within 60 days of the date the request is submitted. In addi-
tion, it is the intent of your Committee that the Secretary provide
the Congress and the State an explanation for the denial of approv-
al of the State program.

Your Committee believes that State cost containment systems
have proven effective in reducing the cost of hospital care and that
such systems should be encouraged. It is the intent of this provi-
sion that the Secretary continue medicare waivers for States which
currently have effective demonstration projects and provide an op-
portunity for new States to develop sound approaches to cost con-
tainment. State systems covering all payors have proven effective
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in reducing health costs and should be encouraged. Such State pro-
grams may be useful models for our national system.

Your Committee bill would specifically alter the terms of the
New York and Massachusetts medicare demonstration agreements
with the Secretary. In the fall of 1982, the State of New York en-
tered into an agreement with the Secretary for a three-year medi-
care demonstration project, effective January 1, 1983. Under the
terms of the New York medicare waiver, the rate of increase in
medicare hospital costs in the State was required to be 1.5 percent
below the national rate of increase in medicare hospital costs. Mas-
sachusetts entered into a similar agreement, effective October 1,
1982. Your Committee bill provides that, upon the request of the
State, the Secretary is required to 'modify the terms of the New
York and Massachusetts waivers to eliminate the requirement that
the State rate of increase in medicare hospital costs be below the
national rate.

The Secretary would be required to quantify and report to the
Congress on the overall impact of State systems, assessing not just
Medicare but other programs such as Medicaid, the impact of such
programs on private health insurance costs and premiums, and on
tax expenditures.

Under your Committee's bill and under the current demonstra-
tion authority of the Secretary, State systems are required to meet
a savings test that is related to medicare. Such systems may also
achieve other savings also. There has been an ongoing debate about
whether, and how, to quantify or take into account such savings in
assessing State systems. Analytic information on all of the types of
savings and benefits to the Federal government is not available.
Thus, your Committee believes that the Secretary should collect
data which will make it possible to quantify the overall savings ac-
curing from the State system and report to the Congress on the
impact of such savings.

9. PAYMENTS TO HMOS

Your Committee bill would permit, at its election, and Health
Maintenance Organization (HMO) or a Competitive Medical Plan
(CMP) that receives medicare payments on a risk basis, to choose to
have the Secretary directly pay hospital for inpatient hospital serv-
ices furnished to medicare enrollees of the HMO or CMP. The pay-
ment amount would be at the DRG rate (or on the basis of reason-
able cost for services provided in hospitals not covered under the
prospective payment proposal) and would be deducted from medi-
care payments to the HMO or CMP.

10. BENEFICIARY COST SHARING

Under current law, medicare pays all reasonable expenses for
the first sixty days of inpatient hospital care mimus a deductible
($304 in 1983) in each benefit period. For days 61—90, a coinsurance
amount ($76 in 1983) is also deducted.

Under your Committee's bill hospitals would be prohibited from
charging beneficiaries amounts in excess of the statutory deduct-
ible and coinsurance the prospective payment rates would be con-
sidered payment in full.
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11. PHYSICIAN PAYMENTS

Under current law, reimbursment to physicians is based upon
reasonable charge under the part B program.

In your Committee bill the Secretafy would be required to begin
to collect data necessary to compute the amount of physican
charges attributable, by diagnosis related groups, to physicians'
services furnished to inpatients of hospitals whose discharges are
classified within those groups. The Secretary, in addition, would be
required to include, in its annual report to Congress in 1984, rec-
ommendations on the advisability and feasibility of providing for
payments for physicans' services furnished, based on the DRG clas-
sification of the discharges of those inpatients.

Your Committee is concerned that physicians have a significant
impact on hospital utilization and costs. The Committee, therefore,
is requiring the Secretary to begin to collect data and to study the
feasibility and appropriateness of, including physician payments
under the DRG system. The Committee understands that collection
of data in this form will take some time and is thus requiring the
Secretary to begin to collect it as soon as possible.

12. STUDIES AND REPORTS

Your Committee's bill would require the Secretary to study and
make the following reports to Congress:

At the end of 1983:
1. The method by which capital-related costs associated with in-

patient hospital services can be included in the DRG prospective
payment rates (see discussion of capital-related costs).

2. The issue of payment for return on equity capital for hospitals
receiving payments under the prospective system (see dissussion of
return on equity).

3. The impact of the prospective payment system on skilled nurs-
ing facilities and recommendations concerning skilled nursing facil-
ities, including payment methods for SNFs. Such report should
assess the extent to which the new hospital prospective payment
system may have an adverse impact on hospital-based and other
SNFs, including incentives for hospitals to shorten patient length
of stay, resulting in more patients being discharged into SNFs at
an earlier stage in their recovery, possibly causing the costs of
SNFs to increase.

Your Committee intends that the report requirement with re-
spect to prospective payment for SNFs which was due December
31, 1982, shall be sent to the Congress at the earliest possible date.

Annually, at the end of each year, from 1984 through 1987, the
Secretary would be required to report on the impact of the prospec-
tive payment methodology during the previous year on individual
hospitals, classes of hospitals, beneficiaries and other payors for in-
patient hospital services, and in particular the impact of computing
averages by census division rather than on a national average
basis. The report should include information on the impact on hos-
pitals serving low-income individuals. Each report must include
such legislative recommendations as the Secretary deems appropri-
ate. The Comptroller General must review and comment on the
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adequacy of each of the reports with respect to his or her analysis
of the impact of the prospective payment methodology.

As part of the 1984 report, the Secretary should begin the collec-
tion of data necessary to compute the amount of physician charges
attributable, by DRGs, to physicians' services furnished to inpa-
tients of hospitals whose discharges are classified within the DRGs.
The Secretary must include in the 1984 report, recommendations
on the advisability and feasibility of providing for determining the
amounts of the payments for physicians' services furnished to hos-
pital inpatients on a DRG-related basis (see physician payments);

As part of the 1985 annual report, the Secretary must include
the results of studies on:

1. the feasibility and impact of eliminating or phasing-out sepa-
rate urban and rural DRG prospective payment rates (see discus-
sion of setting the prospective payment amount);

2. whether and how hospitals which are now not covered under
the prospective payment system can be paid for inpatient hospital
services on a prospective basis (see discussion of exemptions, excep-
tions and adjustments);

3. The appropriateness of the factors used to compensate hospi-
tals for the additional expenses of outlier cases (see discussion of
setting the prospective payment amount—outliers);

4. The feasibility and desirability of applying the prospective pay-
ment methodology to all payors for inpatient hospital services; and

5. the impact of the prospective payment system on hospital ad-
missions and the feasibility of making a change in the prospective
payment rate or requiring preadmission certification in order to
minimize the incentive to increase admissions (see discussion of ad-
missions and quality review).

As part of the 1986 annual report, the Secretary must include
the results of a study examining the overall impact of State sys-
tems of hospital payment, particularly focusing on the State sys-
tem's impact not only on the medicare program but on the medic-
aid program, on payments and premiums under private health in-
surance plans, and on tax expenditures (see discussion of state cost
control programs).

In addition to the studies and reports specified in your Commit-
tee's bill, the Secretary shall conduct a major continuing research
program on issues related to medicare program costs and payment
methods. The research program shall include payment methods to
hospitals as well as payment methods to HMOs and CMPs. Particu-
lar attention should be paid to the impact of payment methods to
hospitals, and HMOs and CMPs, on quality of care, the use of tech-
nology, and the type of technology developed.

It is your Committee's intention that the Secretary conduct a
major, independent, multiple-disciplainary research effort, and that
such research shall include long-term contracts with two or three
university-based applied research centers. The reseach shall focus
on issues related to medicare program costs and payment methods
and shall include the use of such experts as physicians, economists,
statisticians, actuaries, financial and organizational specialists and
other relevant disciplines.

The Secretary is directed to study and report on the practical
methods of using public disclosure of DRG rates (once capital costs
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have been included in the system) to enable consumers and others
to make useful price comparisons among hospitals. The study
should include a discussion of the feasibility and method by which
hospitals might publish their charges for non-government payors
according to DRG categories.

Although the bill would prohibit hospitals from billing their
medicare patients for the difference between their charges and the
prospective price, your Committee desires to have the Secretary
study the circumstances under which such additional billings
might be allowed. Specifically, the Committee is interested in the
feasibility and effect of allowing hospitals in an area to charge in
excess of the DRG price, up to some maximum amount, where
there is a hospital(s), with adequate capacity, in that same area
which posts prices equal to or lower than the DRG prices. In order
to encourage beneficiary selection of such lower cost hospitals, your
Committee desires the Secretary to evaluate also the possibility of
reducing beneficiary deductible and copayment amounts where
they select hospitals posting prices below medicare DRG prices.

2. SECTION-BY-SECTION EXPLANATION—TITLE VI

Section 601 of the Bill amends section 1886 of the Social Security
Act ('SSA') to establish a method (the 'DRG prospective rate
system') of paying hospitals, for their operating costs of inpatient
hospital services, on the basis of rates that are prospectively deter-
mined and that vary for each discharge accordingly to the diagno-
sis-related group (DRG) in which the discharge is classified.

Section 601(a) amends subsection (a) of section 1886 of the SSA to
eliminate the so-called medicare 'section 223' limits on inpatient
hospital costs for cost reporting periods beginning on or after Octo-
ber 1, 1985, and to clarify that 'operating costs of inpatient hospital
services' (to which the DRG prospective rates will apply) does not
include capital-related costs or direct medical and nursing educa-
tion costs.

Section 601(b) amends subsection (b) of section 1886 of the SSA,
which now provides for a system of reimbursement ('target rate
system') under which hospitals are paid per case based on how
their costs compared to individual 'target' costs for different hospi-
tal accounting periods. The amendments clarify that the target
rate system does not apply to hospitals paid under the DRG pros-
pective rate system, provide that the target rate system would con-
tinue to apply to other hospitals after fiscal year 1985, and clarif1
that the Secretary of Health and Human Services ('the Secretary)
would make estimates of hospital marketbasket changes, for pur-
poses of this system and the DRG prospective rate system, in ad-
vance of the period for which the marketbasket will be applied.

Section 6O1(c) amends subsection (c) of section 1886 of the SSA,
which now provides discretionary authority for the Secretary to
provide for medicare payments under a State's hospital reimburse-
ment control system, rather than under medicare rules, if the
system meets four requirements: (i) it must apply. to substantially
all non-Federal acute care hospitals; (ii) it must apply to at least 75
percent of hospital inpatient revenues or expenses; (iii) it must pro-
vide equitable treatment of all payors, hospital employees, and hos-
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pita! patients; and (iv) it must not allow (over 36-month periods)
greater expenditures under medicare than otherwise would have
occurred in the absence of the system. The bill would also require
that such a system not preclude a health maintenance organization
or competitive medical plan from negotiating hospital rates direct-
ly with hospitals.

The bill would restrict the Secretary's discretion in several re-
spects. First, the Secretary. would be prohibited from denying a
State's program waiver application on the ground that the State's
system is based on a payment method not related to DRGs or on
the ground that the system does not result in an actual saving of
funds to medicare. Second, if the Secretary uses a percentage in-
crease method (e.g., not allowing costs above a fixed percentage of a
previous year's allowable costs) for projecting what is allowable
under the State system, the Secretary must permit the State the
option of applying that test (for inpatient hospital services) either
on an aggregate basis or on a per case basis; and if the Secretary
uses the test of limiting a State to the national aggregate rate of
increase in medicare expenditures in all the States, the Secretary
cannot require a State's rate of increase to be less than the average
rate of increase in all the States.

The section also requires the Secretary, if the State system other-
wise meets the requirements specified above, to approve the system
if the system is currently approved under a demonstration project
or if the system meets the following requirements: (i) the system
must be operated directly by the State or by an entity designated
under State law; (ii) the system must provide for the prospective
determination of hospital rates; (iii) hospitals must make such re-
ports (instead of medicare cost reports) as the Secretary may re-
quire in order to monitor the State's performance; (iv) the system
cannot result in hospitals' changing admissions practices in order
to 'dump' or divert patients who cannot pay for their hospital serv-
ices; (v) significant changes in the system will not be made without
60 days notice to the Secretary and to hospitals likely to be materi-
ally affected by the change; and (vi) the system must have been de-
veloped in consultation with local governmental officials. The Sec-
retary must respond within 60 days to State applications meeting
these latter requirements.

Section 601(d) amends section 1886(d) of the SSA to redesignate
and transfer to section 1814 of the SSA provisions relating to allow-
ing the Secretary to eliminate the so-called 'lesser-of-cost-or-charge'
provisions in current medicare law.

Section 601(e) adds four new subsections, (d), (e), (f), and (g), de-
scribed below in detail, to section 1886 of the SSA (which section
was originally added to the Tax Equity and Fiscal Responsibility
Act of 1983, or 'TEFRA').

Proposed subsection (d) establishes a method for the payment of
hospitals for operating costs of inpatient hospital services on the
basis of DRG prospective rates. This provision would not apply to
hospitals located outside the 50 States and the District of Colum-
bia, psychiatric hospitals, rehabilitation hospitals, children's hospi-
tals, or long-term care hospitals, or (upon request of a hospital) dis-
tinct rehabilitation or psychiatric units of the hospital. There is a
three-year transition in moving to full implementation of the DRG
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prospective rate system. In fiscal year 1984, hospitals would receive
75 percent of their payments on the basis of the target rate system
established under section 1886(b) of the SSA (but without regard to
existing limits on the proportion of additional payments that a hos-
pital will gain or lose, and subject to the hospital's medicare 'sec-
tion 223' limit under section 1886(a) of the SSA), and would receive
the remainder based on the hospital's adjusted DRG prospective
payment rate. In fiscal years 1985, and 1986, the percentage cov-
ered under the target rate system decreases to 50 percent and 25
percent, respectively, and, beginning with fiscal year 1987, pay-
ments to covered hospitals would be based entirely on the hospi-
tal's adjusted DRG prospective payment rates.

Paragraph (2) of that subsection describes the process for comput-
ing the adjusted DRG prospective payment rate for discharges in
fiscal year 1984. The computation proceeds as follows:

(A) The Secretary would compute, based on the cost recent avail-
able cost report data, the allowable operating costs of inpatient hos-
pital services for each hospital covered under the system.

(B) The Secretary would update the amounts for fiscal year 1983
using industry-wide data for previous periods and would project for
fiscal year 1984 using a formula that reflects the change in the cost
of the mix of goods and services that hospitals purchase (hospital
marketbasket) plus one percent, the so-called marketbasket plus
one factor.

(C) The Secretary would standardize each hospital's amounts to
eliminate fluctuations (from the national average) caused by in-
creased costs indirectly attributable to medical education programs,
by differences between the average wage level for hospital employ-
ees in the area in which the hospital is located and the national
average wage level of hospital workers, and by differences between
the hospital's case mix and the average case mix of hospitals in the
United States.

(D) The Secretary would then compute separate averages for
urban hospitals (that is those located in SMSA's or similar areas)
and for rural hospitals in each of the nine census divisions
throughout the continental United States, Alaska, and Hawaii.

(E) In order to standardize for typical case costs, the Secretary
would reduce each of these averages by the proportion (not less
than 4 percent) of the DRG payments that is attributable to the
extra payments for 'outlier' cases, described in proposed paragraph
(5) below.

(F) The Secretary would then adjust each of the averages as may
be necessary to assure that the total amounts paid under the DRG
prospective rate system, for fiscal years 1984 and 1985, are the
same as the portion of the payments which would have been spent
under the medicare law as modified by TEFRA, in order to achieve
'budget neutrality'.

(G) The Secretary would then compute DGR-specific rates by
multiplying the urban and rural average rates for each of the
census divisions by the weighting factor for each DRG, described in
proposed paragraph (4) below.

(H) Finally, the Secretary would adjust the part of the payment
which reflects wage and wage-related costs to reflect differences be-
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tween those costs in the area of the hospital and those costs in hos-
pitals in the United States generally.

Paragraph (3) of that subsection provides, in a very similar
manner, for the computation of the adjusted DRG prospective rates
for discharges occurring after fiscal year 1984. The computation
proceeds as follows:

(A) The Secretary would take the urban and rural averages for
the previous year (before outlier or budget neutrality adjustments)
and increase them by a marketbasket plus one percent factor for
fiscal year 1985 and, for later fiscal years, by an appropriate factor
(described under subsection (e) below) determined by the Secretary
after receiving recommendations from a panel of independent ex-
perts. These averages would be made urban and rural areas within
each of the census divisions for fiscal years 1985, 1986, and 1987,
but would be consolidated for all urban hospitals and for all rural
hospitals beginning with fiscal year 1988.

(B) The Secretary would then make tbe same type of reduction
for outlier payments (described in (E) above) as was made in fiscal
year 1984.

(C) The Secretary would, for fiscal year 1985 only, then make the
same type of adjustment (described in (F) above) as was made in
fiscal year 1984 to assure budget neutrality.

(D) The Secretary would then compute DRG-specific rates for
urban and rural hospitals (as described in (G) above) within each
census division (for fiscal years before fiscal year 1987).

(E) Finally, the Secretary would adjust such rates to reflect dif-
ferences in area wage levels (as described in (H) above).

Paragraph (4) of that subsection requires the Secretary to classify
(and permits the Secretary from time to time to modify the classifi-
cation of) hospital discharges into diagnosis-related groups (DRG's)
and to set up rules for classifying specific discharges into those
groups. Based upon the relative hospital resources used in provid-
ing care to patients with diagnoses within the different groups, the
Secretary would establish a weighting factor for each DRG for use
in computing the DRG-specific payment rates.

Paragraph (5) of that subsection requires the Secretary to pro-
vide additional payments (comprising at least 4 percent of total
DRG-related payments) for outlier cases (that is, cases which are
significantly out-of-line with the typical case within the same DRG
classification). A case is deemed to be an outlier if its length of stay
exceeds by more than 30 days the average length of stay for cases
within the same DRG or if it has such other unusual length of stay
or unusual costs as the Secretary believes merit a special addition-
al payment amount. In addition and in order to compensate for the
additional indirect costs incurred in teaching hospitals, the Secre-
tary is required to make an additional payment in an amount re-
flecting twice the 6.06 percent factor provided under the current
section 223 regulations. The Secretary also is required to provide
for exceptions and adjustments to the DRG payment amount to
take into account the special needs of public and other hospitals
that serve a disproportionate number of low-income and medicare
patients, may provide for exceptions and adjustments to take into
account the special needs of sole community hospitals and hospitals
located in Alaska or Hawaii, and shall provide for such other ex-
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ceptions and adjustments as may be warranted (including those for
public, teaching, and cancer hospitals). In addition, the Secretary is
required to provide for an adjustment to reflect the fact that cer-
tain inpatient hospital services formerly billed under part B and
not included in the base for the system will, because of other
changes in the law, no longer be able to be paid for under part B.

Paragraph (6) of that subsection requires the Secretary to publish
in the Federal Register, not later than September 1 of each year,
the methods under which the Secretary is computing the DRG
prospective rate for the following fiscal year.

Paragraph (7) of that subsection prohibits administrative review
(including review by the Provider Reimbursement Review Board)
and any form of judicial review of the Secretary's determination of
any "budget neutrality" adjustment or of the Secretary's establish-
ment (including classification methods and weighting factors) of di-
agnosis-related groups (DRG's).

Proposed subsection (e) provides that the prospective payment
system established under proposed subsection (d) must be "budget
neutral" in fiscal years 1984 and 1985; that is, the expenditures
under medicare under the new system will be the same as those
under medicare as amended by TEFRA. In addition, there would be
an assurance during fiscal years 1984 and 1985 that 75 percent and
50 percent, respectively, of the expenditures would be made under
the modified target rate system and the remainder would be made
under the DRG prospective rate system.

For subsequent fiscal years, the Secretary is required to appoint
a panel of independent experts to review hospital marketbasket
changes, technological advances, and other factors that influence
changes in hospital costs and report to the Secretary on what the
appropriate percentage increase for hospitals should be for fiscal
years beginning with fiscal year 1986. The Secretary is required,
after considering the panel's report, to publish in the Federal Reg-
ister by June 1 of each year the proposed allowable percentage in-
crease for the following fiscal year and, after opportunity for com-
ment, to publish in final form by September 1 the allowable per-
centage increase which will apply for the following year. The Sec-
retary is required to continue to maintain, through fiscal year
1988, some system for reporting of hospital cost data.

Proposed subsection (f requires the Secretary to establish a hos-
pital admission and discharge monitoring system, to assure that
hospitals paid on a prospective basis (either under the target rate
system or under the DRG prospective rate system) do not "game"
the system through inappropriate or multiple admissions, prema-
ture discharges, inappropriate classification of discharges, or other
inappropriate practices. The Secretary is authorized, in the case of
such practices, to deny payment to hospitals (in whole or in part)
or to require them to take other appropriate corrective action
[(such as preadmission review of all patients)]. A hospital dissatis-
fied with the Secretary's action has a right to a hearing in the
same manner as in the case of denial of payment under analogous
provisions of the medicare law.

Proposed subsection (g) prohibits payment of new capital expendi-
tures for hospitals in a State unless, by 3 years after enactment,
the State has entered into a "section 1122" capital expenditure
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review agreement with the Secretary and has recommended ap-
proval of the expenditures under that agreement. In addition, the
Secretary is required to phase-out, over a three-year period, the al-
lowance for return on equity capital for proprietary hospitals re-
ceiving payment under the DRG prospective rate system, so that
the amount of the allowance would decrease to 75 percent of the
current allowance (for hospital accounting periods beginning in
fiscal year 1984) to 50 percent of the current allowance for fiscal
year 1985, to 25 percent of the current allowance in fiscal year
1986, and would be eliminated entirely beginning in fiscal year
1987. A later provision in section 603 requires the Secretary to
report to the Congress on the return on equity issue by the end of
1983.

Section 602 makes various technical, conforming, and miscella-
neous amendments to reflect the fact that most hospitals will be
receiving payment for inpatient hospital services on the basis of
DRG prospective rates and no longer on the basis of the reasonable
cost of providing these services. One provision permits the Secre-
tary, after September 1984, to enter into contracts with fiscal inter-
mediaries to perform functions as peer review organizations. An-
other provision, effective October 1, 1983, prohibits medicare pay-
ments for inpatient hospital services not provided by physicians or
the hospital unless the hospital is paid directly for such payments,
and requires the provider agreement of hospitals paid under the
DRG prospective rate system to provide that the hospital has such
arrangements with any outside entity furnishing medicare services
to inpatients of the hospital; the Secretary is given authority to
waive these restrictions for three years for hospital billing prac-
tices in effect before October 1, 1982. Effective October 1, 1984, hos-
pitals receiving payment under an alternative State hospital reim-
bursement control system or under the DRG prospective rate
system are required, as part of their provider agreements, to have
an agreement with a utilization and quality control peer review or-
ganization (with a contract with the Secretary under part B of title
XI of SSA, as amended by TEFRA) to perform utilization review
and similar activities with respect to medicare patients; since hos-
pitals cannot remain as medicare providers after October 1, 1984,
without such an agreement, the Secretary must provide for con-
tracts with peer review organizations in all parts of the United
States not later than that date. Effective October 1, 1983, hospitals
receiving prospective payments (either under the target rate
system or the DRG prospective rate system) must agree not to
charge patients for services for which payment is denied because of
an inappropriate admission or medical practice described above.
Hospitals receiving payments under the DRG prospective rate
system cannot charge their patients for services covered under the
system because the hospital provides more costly care than may be
paid for under the system.

In addition, the section permits health maintenance organiza-
tions to elect to have hospital payments made (under the appropri-
ate payment system) directly to hospitals and subtracted from pay-
ments from medicare to the organizations. The Provider Reim-
bursement Review Board would be authorized to review hospital
complaints concerning payment under the DRG prospective rate
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system, except for the Secretary's determination on any "budget
neutrality" adjustment and on factors relating to the DRG system.

Section COS(a) requires the Secretary to make various studies and
reports in calendar years 1983 through 1987. By the end of 1983,
the Secretary is required to report on an analysis of how capital-
related costs can be included in the DRG prospective rate system,
what payment should be made for return on equity capital (which
payment is phased out under a previous provision), and the impact
of the DRG system on skilled nursing facilities. Each annual report
in 1984 through 1987 includes an analysis of the impact of the
system (in the previous year of its operation) on hospitals, patients,
and payors and, in particular, on the effect of the system's provid-
ing rates on a census division basis, for urban and rural areas,
rather than on a national basis, for urban and rural areas. Each
report includes any appropriate legislative recommendations, and
the GAO is required to review and comment on the adequacy of
the Secretary's impact analysis. During fiscal year 1984, the Secre-
tary is required to begin the collection of data on charges for phy-
sician inpatient services, by DRG's, and to include in the annual
report for that year recommendations on the feasibility and advis-
ability of providing for the payment of charges for these services on
a DRG-related basis. As part of the 1985 annual report, the Secre-
tary is required to include the results of studies concerning elimi-
nating or moderating the effect of providing for separate DRG
rates for urban and rural hospitals, whether and how hospitals
which are now not covered under the DRG prospective rate system
(e.g., psychiatric, rehabilitation; children's, and long-term care hos-
pitals) could be brought under it or a similar system, the appropri-
ateness of the factors used in computing the additional payments
for outlier cases, the feasibility and desirability of extending the
DRG prospective rate system to all payors, and the impact of the
system on increased admissions and methods of minimizing such
an adverse impact. As part of the 1986 annual report, the Secre-
tary is required to include the results of a study examining the
overall impact of State hospital reimbursement systems, focusing
on their "system-wide" impact.

Section COS(b) restates the fact that the changes in medicare law
made in the title do not affect the Secretary's authority to continue
or develop experiments and demonstration projects. However, the
Secretary is directed to modify certain current medicare State dem-
onstration projects so that each of these States is not required to
contain the rate of increase in medicare hospital costs in that State
below the national average rate of increase of those costs.

Section COS('c) states that Congress, in implementng a system for
including capital-related costs under a prospective payment system,
intends to provide some distinction between capital projects initiat-
ed before March 1, 1983 (old capital) and projects initiated on or
after that date (new capital).

Section 604 provides that the changes made by this title, except
as specifically described above, apply to hospital cost reporting pe-
riods beginning during or after fiscal year 1983. In the case of pa-
tients admitted in a reporting period before the effective date and
discharged after that date, there is an apportionment of costs be-
tween different payment systems. In order to provide for prompt
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implementation of the DRG prospective rate system, the Secretary
is authorized to publish interim regulations by September 1, 1q83,
which would apply to discharges in fiscal year 1984, and to revise
these regulations by December 31, 1983. Any revisions would apply
only to discharges occurring 30 days or more after the notice of the
revision is provided. The Secretary also can provide for this expe-
dited regulatory process to• provide for timely implementation of
the provisions relating to exceptions, adjustments, and additional
payments under the DRG prospective rate system.



IV. COST ESTIMATES AND ACTUARIAL ANALYSIS

Memoranda on the estimated financial effects of your commit-
tee's bill on the social security trust funds were prepared by the
Office of the Acutary and are shown in this report. The memoran-
da, and attached tables, are self-explanatory. The table showing the
estimated effects of tax-related provisions of the bill was prepared
by the Joint Committee on Taxation.

MARCH 4, 1983.

MEMORANDUM

From: Richard S. Foster, Office of the Actuary, Social Security Ad-
ministration.

Subject: Estimated Short-Range Financial Effects of H.R. 1900 as
Reported by the Committee on Ways and Means on March 4,
Based on the 1983 Alternative Il—B Assumptions.

The attached tables present the estimated effects on the OASDI
and Medicare programs of H.R. 1900 as reported by the Committee
on Ways and Means. Table 1 shows the estimated changes in
OASDI tax income or benefit outgo in calendar years 1983—89 for
the provisions of the bill which have an effect on short-range
income and outgo. Table 2 presents similar estimates for the Medi-
care program (HI and SMI). Table 3 compares the OASDHI tax
rate schedules under present law and under H.R. 1900. Table 4 pre-
sents the estimated operations of the OASI, DI, and HI Trust
Funds under the law as it would be modified by H.R. 1900. All of
the estimates are based on the alternative Il—B assumptions pre-
pared for use in the 1983 Trustees Report. The HI and SMI esti-
mates were prepared by the Office of Financial and Actuarial
Analysis, Health Care Financing Administration.

As reported by the Ways and Means Committee, the major provi-
sions of H.R. 1900 are generally similar to the recommendations of
the National Commission on Social Security Reform. In addition,
the technical and miscellaneous proposals in H.R. 660 have been
incorporated. A complete description of the bill's provisions will be
contained in a forthcoming Legislative Bulletin prepared by the
Office of Legislative and Regulatory Policy.

One of the provisions of H.R. 1900 would modify the procedures
for the investment of trust fund assets. Due to the nature of the
proposed changes, together with the extreme sensitivity of invest-
ment earnings to the timing of cash flows and to short-term vari-
ations in interest rates, it is not possible to include the effects of
this provision in our estimates at this time. Such estimates should
be available in the near future. Under the alternative Il-B assump-
tions, it is expected that the provision would reduce trust fund in-
terest income somewhat, although the amounts involved would not
be very significant relative to the increase in tax and other income
provided by H.R. 1900.

(159)
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Another provision in HR. 1900 would treat employer payments
to a 401(k), 403(b), or "cafeteria" fringe benefit plan as covered
earnings under the Social Security program. Our estimates of
future Social Security tax income under present law do not explic-
itly reflect the loss in tax income that would result from a rapid
expansion in the number of these plans. Thus it would be mislead-
ing to indicate that the tax income projected under present law
could be significantly increased if plan payments were made sub-
ject to payroll taxes. The estimates shown in this memorandum, ac-
cordingly, do not include such effects. It is important to note, how-
ever, that a rapid expansion of these plans now appears to be fairly
likely. In the absence of the provision in H.R. 1900, the potential
reduction in annual OASDHI tax income attributable to such an
expansion could easily amount to roughly $1-2 billion within a few
years.

As indicated in table 4, under the alternative Il—B assumptions
the provisions of H.R. 1900 would be sufficient to enable the timely
payment of OASDI benefits throughout the short-range projection
period. The interfund loans from the HI Trust Fund could be
repaid during 1986—88, and the bill's "stabilizer" proposal (effective
in 1988) would not be triggered. Thus H.R. 1900 as reported by the
Ways and Means Committee would substantially improve the fi-
nancial outlook for the OASDI program. It must be said, however,
that the bill would not offer assurance that the OASDI program
would operate satisfactorily under adverse economic conditions.
Under alternative Il-B, which assumes moderate but steady eco-
nomic growth, asset levels remain at fairly low levels (relative to
annual expenditures) through about 1988. While estimates are not
yet available under alternative III, which assumes somewhat
slower—but steady—economic growth, it is anticipated that virtual-
ly no margin for safety would exist. Thus if actual future economic
growth were even slightly slower, on average, than assumed in al-
ternative III, the OASDI Trust Funds would be depleted within the
relatively near future. In particular, this result would occur if the
economy suffers another recession within the next 5 years or so.
Given the nontrivial possibility of such an occurrence, it cannot be
said that H.R. 1900 would assure the financial soundness of the
OASDI program during this decade.

Under alternative Il-B, the HI Trust Fund would continue to de-
cline and would be depleted in about 1990.

RICHARD S. FOSTER, F.S.A.,
Acting Deputy Chief Actuary.

Attachments: 4.
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TABLE 1—ESTIMATED CHANGES IN OASDI TAX INCOME OR BENEFIT OUTGO UNDER HR. 1900 AS

REPORTED BY THE COMMITFEE ON WAYS AND MEANS, BASED ON 1983 ALTERNATIVE Il—B

ASSUMPTIONS

[In bIIions of dollarsi

Calendar year—

Provision

1983 1984 1985 1986 1987 1988 1989

Increase tax rate on covered wages and salaries 8.6 0.3 14.5 16.0 39.4

Increase tax rate on covered self-employment earnings 1.1 3.1 3.0 3.2 3.7 4.4 18.5

Cover all Federal &ected officials and political appointies (') () (') (') (') (') .1

Cover new Federal employees 2 .7 1.2 1.8 2.4 3.1 9.3

Cover all nonprofit employees 1.3 1.5 1.8 2.1 2.6 3.1 12.5

Total for new coverage 1.5 2.2 3.0 4.0 5.0 6.1 21.9

Prohibit State and local government terminations 1 .2 .4 .6 .8 1.1 3.2

Provide general fund transfers fw military service credits and
unnegotiated checks 19.7 —.4 — .4 —.3 —.3 —.3 —.3 17.7

Delay benefit increases 6 months 3.2 5.2 5.4 5.5 6.2 6.7 7.3 39.4

Tax one-half of benefits for high income beneficiaries 2.6 3.2 3.9 4.7 5.6 6.7 26.6

Continue benefits on remarriage (2) (2) (2) (2) (2) (2) ..j
Modify indexing of deferred survivors' benefits (2) (2) (2) (2) (2) (2)

Raise disabled widow(er)'s benefits to 71.5 percent of PIA —.2 —.2 —.2 —.2 —.3 —.3 —1.4

Pay divorced spouses whether or not worker has retired (2) (2) (2) (2) (2) .1

Replace 90-percent factor in benefit formula with 61 percent,
for individuals receiving pensions from noncovered employ-

ment (3) (3)
.1 .1 .3

Offset one-third of spouses' noncovered government pension (2) (2) (2) (2) (2) (2) (2)
1

Raise delayed retirement credit, beginning in 1990

Total for all changes 22.8 18.5 13.9 15.2 18.0 35.7 41.2 165.3

Net additional taxes of less than $50,000,000.
2 Additional benefits ol less than $50,000,000.

Reduciion in benefits of less than $50,000,000.

Note—Estimates shown for each prosion include the effects of interaction with all preceding provisions. Totals do not always equal the sum of
comnents due to rounding. Positive figures represent additional income or reductions in benets. Negative figures represent reductions in inme 01
naeases in nef its.

Source: SocaI Security Administration Office of the Actuary, Mar. 4, 1983.

TABLE 2.—ESTIMATED CHANGES IN MEDICARE INCOME OR OUTGO UNDER HR. 1900 AS REPORTED

BY THE COMMITFEE ON WAYS AND MEANS, BASED ON THE 1983 ALTERNATIVE Il-B ASSUMPTIONS

[In bilrionsi

Provision

1983 1884

Calen dr year

1985 1986 1987 1988 1989
T tal

198—'89

Hospital Insurance:

Provide for prospective hospital reimbursement $0.2 $2.0 $3.6 $5.2 $7.0 $18.0
tncrease tax rate an covered seIt-empayment earn-

ings $0.4 1.3 1.5 1.6 1.7 1.8 8.3

Cover all nonprofit employees 3 .4 .5 .5 .6 ,7 3.0
Prohibit State and local government terminations (') .1 .1 .1 .2 .3 .8

Povde lump-sum general fund transfer for military
service credits $3.3 — .1 —.1 —.1 — .1 — .1 —.1 2.5

Total for HI charges 3.3 .6 1.8 3.9 5.8 7.6 9.6 32.6

Additional income of less than $50 million.

Notes: 1. Unr HR. 1900, the financing of the Supplementary Medical Insurance program would be shifted to a calendar year basis. The
estimated changes in SMI premium and general revenue income that would result from this shift are as follows (in billions):
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Fiscal year-

1983 1984 1985 1986 1987 1988 1989

change in premium income —$01 (') $0.1 $0.2 $0.3 $0.3 $0.3

change in general revenue income $0.7 — .2 — .2 —. .3 — .2 — .3

It should be noted that these are tiscal year estimates and are based on the assumptions undertyrnl the President's 1984 Budget. Thus they are
not directly comparable to other estimates in this memorandum. In addition, the estimates reflect a revision in the language that appears in the bill as

repented. This revision would allow the general revenue contribution determined under section 1844 (a) (I) to be determined using the June 1983

premium rate and the actuarial rates already promulgated f or July 1983 through June 1984.

2. Estimates shown for each provision include the effects of interaction with all preceding provisions. Totals do not always equal the sum ot

components due to rounding. Positive figures represent additional income or reductions in benefits. Negative figures represent reductions in income or

increases in benefits.

Source: Health Care Financing Administration. Office of Financial and Actuarial Analysis, Msrch 4, 1983.

TABLE 3.—TAX RATE SCHEDULES UNDER PRESENT LAW AND UNDER HR. 1900 AS REPORTED BY

THE COMMITTEE ON WAYS AND MEANS

[Percent of taeahle earnings]

Calendar year Total for
OASDI

P resent law Proposed law

OASI Dl

Totsl for
OASDI HI OASDI OASI Dl OASDI HI

and HI and HI

Employees and emp)oyens, each

1982 6.70 4.575 0.825 5.40 1.30 6.70 4.575 0.825 5.40 1.30

1983 6.70 4.575 .825 5.40 1.30 6.70 4.775 .625 5.40 1.30

1984 ............................ 6.70 4.575 .825 5.40 1.30 7.00 5.200 .500 5.70 1.30

1985 7.05 4.750 .950 5.70 1.35 7.05 5.200 .500 5.70 1.35

1986 to 1987 7.15 4.750 .950 5.70 1.45 7.15 5.200 .500 5.70 1.45

198810 1989 .............. 7.15 4.750 .950 5.70 1.45 7.51 5.560 .500 6.06 1.45

199010 2014 .............. 7.65 5.100 1.100 6.20 1.45 7.65 5.600 .600 . 6.20 1.45

2015 and lalen............. 7.65 5.100 1.100 6.20 1.45 7.89 5.840 .600 6.44 1.45

Sell-employed persons

1982 9.35 6.8125 1.2375 8.05 1.30 9.35 6.8125 1.2375 8.05 1.30

1983 9.35 6.8125 1.2375 8.05 1.30 9.35 7.1125 .9375 8.05 1.30

1984 9.35 6.8125 1.2375 8.05 1.30 14.00 10.4000 1.0000 11.40 2.60

1985 9.90 7.1250 1.4250 8.55 1.35 14.10 10.4000 1.0000 11.40 2.70

1986 to 1987 10.00 7.1250 1.4250 8.55 1.45 14.30 10.4000 1.0000 11.40 2.90

198810 1989 10.00 7.1250 1.4250 8.55 1.45 15.02 11.1200 1.0000 12.12 2.90

199010 2014 10.75 7.6500 1.6500 9.30 1.45 15.30 11.2000 1.2000 12.40 2.90

2015 and laten 10.75 7.6500 1.6500 9.30 1.4 15.78 11.6800 12000 12.88 2.90

Source: Social Security Administration, Office 01 the Actuary. Mar, 4, 1983.



TABLE 4.—ESTIMATED OPERATIONS OF THE OASI, DI, AND HI TRUST FUNDS UNDER H.R. 1900 AS REPOR1ED BY THE OMMIUEE ON WAYS AND MEANS, ON THE BASIS OF

THE 1983 ALTERNATIVE Il—B ASSUMPTIONS, CALENDAR YEARS 1982—92

[Amowits in biflIcisJ

I,
Calendar ir

OASI DI OASDI HI Total QASI QASDI HI Total

1983

1984

150.7

164.4

183.6

21.0

17.2

18.6

171.7

181.5

202.2

44.6

45.7

52.2

216.4

227.3

254.4

151.6

162.6

178.6

17.7

17.9

18.9

169.4

180.5

197.5

41.1

46.8

53.0

210.5

227.3

250.41985

1986 198.3

214.8

20.2

22.0

218.5

236.7

62.7

69.6

281.2

306.4

196.3

213.2

20.1

21.3

216.4

234.5

59.9

67.4

276.3

301.91987

1988 248.8

273.3

23.8

30.8

272.7

304.1

75.2

74.4

347.9

378.5

230.8

248.6

22.7

24.2

253.5

272.9

75.9

85.4

329.4

358.31989

1990 303.5

328.5

354.6

32.7

35.8

38.8

336.2

364.3

393.4

78.7

83.0

87.0

414.9

447.3

480.5

266.7

284.4

301.7

26.0

27.8

29.8

292.6

312.2

331.6

95.1

104.9

116.0

387.7

417.1

447.6
1991
1QQ

Net increase in funds Funds at end of lr Assets at ginnng of pear as a

dunng ir
rtage of outgo

OASI Dl OASOI HI Total OASI DI OASDI HI Total
oAS DI OASDI HI Total

1982 $0.6 —$0.4 $0.2 —$10.6 —$10.3 $22.1 $2.7 $24.8 $8.2 $32.9 15 17 15 52 22

1983 —.9

1.8

3.3

—.8

2.4 3.5 5.9

1.0 —1.1 —.1

21.2

23.0

6.0

5.2

27.2

28.2

11.7

10.6

38.8

38.8

15

20

15

40

15

22

20

25

16

231984

1985 5.0

2.0

—.2
.2

4.7 —.7 4.0

2.2 2.8 5.0

27.9

30.0

5.0

5.1

32.9

35.1

9.8

12.6

42.8

47.7

20

22

34

32

21

22

20

16

21

211986....
1987 1.6

18.0

.7

Li
2.2 2.2 4.4

19.1 —.7 18.4

31.5

49.5

5.8

6.9

37.3

56.5

14.8

14.1

52.2

70.6

21

21

31

33

22

22

19

20

21

221988

1989 24.6

36.8

6.6

6.7

31.2 —11.0 20.2

43.5 —16.3 27.2

74.2

111.0

13.5

20.2

87.7

131.2

3.1

—13.2
90.8

118.0

28

36

36

61

29

38

17

3

26

301990

1991 44.1

52.9

8.0

9.0

52.1 —21.9 30.2

61.9 —29.0 32.9

155.1

208.0

28.2

37.2

183.3

245.2

—35.2
—64.2

148.2

181.0

47

60

82

103

50

64

—13
—30

34

391992

Assets fl Xginning of )ear include OSDI aan tax transfect

Notes: 1. ii s ss&imed that the lumpsum rmJrenIeflt fcc mihtaiy seM wane ts arid unnegotiat ccks uld t ved by July 1, 1983
2. tnme and ef.yr asset figws reflect transfers ° sts the o. Dl, and HI Trust Funds under the interfund boncwinj autI prided by P.L 97-123. These Umates aswne that of the $12.4 bëllion birrowed by OASI

from HI in 198, $2.5 bililco would be repaid in 1986, $4.5 bIIion in 1987, and $5.4 ?hon i 1988. The $5.1 bdlion bormwed by 0*31 from DI in 1982 is assumed to repaid in 1989.

3. Unr 'Ii. 1900, and based this t of ssumptios, t HI Trust Fund would be delet in 1990 Suuent HI cçtrations sw*n Eve lie theeticaI.
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Estimates of trust fund operations under the OASDI and HI pro-
grams as modified by the Committee bill are shown in table 4 of
the memorandum from Richard S. Foster. The estimates of assets
at the beginning of each year 1984 and later. as a percentage of
outgo during the year, that are shown in table 4, reflect the inclu-
sion of January's OASDI tax receipts in the assets at the beginning
of the year. The January OASDI tax receipts are included in assets
at the beginning of the year because of section 141 of the Commit-
tee bill which provides for transfers of each month's OASDI tax re-
ceipts from the general fund of the Treasury to the trust funds on
the first day of the month. If the January tax receipts were not in-
cluded in assets at the beginning of the year, the estimated trust
fund ratios would be as follows (based on Il-B assumptions):

Calendar year
Assets at ginning of yea r as a percentage of out go during year

OASI DI OASDI HI Total

1982 15 17 IS 52 22

1983 15 15 15 20 16

1984 13 33 15 25 17

1985 13 28 14 20 15

1986 14 25 15 16 15

1987 14 24 15 19 16

1988 14 26 15 20 16

1989 20 29 21 17 20
1990 28 52 30 3 23

1991 39 73 42 —13 28

1992 51 95 55 —30 33

[Memorandum}

DEPARTMENT OF HEALTH AND HUMAN SERVICES,
SOCIAL SECURITY ADMINISTRATION,

March 4, 1983.
Refer to: SNL
From: Francisco R. Bayo, Deputy Chief Actuary.
Subject: Estimates of the Impact of HR. 1900 on the Long-Range

Financial Status of the OASDI System.
To: Mr. Harry C. Ballantyne, Chief Actuary.

The attached table includes long-range estimates for HR. 1900 as
reported by the Committee on Ways and Means based on the 1983
Trustees Report Alternative Il—B assumptions. Enactment of this
bill will result in a long-range actuarial surplus of 0.03 percent of
taxable payroll for OASDI combined. Estimates for individual pro-
visions are shown in the table generally only for those provisions
with significant long-range impact on OASDI. However, the impact
on OASDI of all provisions of HR. 1900 as reported is included in
the totals.

FRANCISCO R. BAYO, Deputy Chief Actuary.
Attachment.
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ESTIMATED LONG-RANGE OASDI COST EFFECT OF H.R. 1900 AS REPORTED BY THE COMMITTEE ON

WAYSAND MEANS

-

Sec. Provs
.

Effect
on

OASDI

as rcent of payroll

Dl OASDI

Present law:

Average cost rate 13.04 1.34 14.38

Average tax rate 10.13 2.17 12.29

Actuarial balance —2.92 + .83 —2.09

changes ncluded in titles I and Ill of the bill ':
101 Cover new Federal employees +26 +02 +28
102 Cover all nonprofit employees +.09 +01 +10
103 Prohibit State and local termination + .06 + .00 + .06
111 Delay benefit increases 6 months +28 +03 +30
112 Stabilize trust fund ratio

113 Eliminate windfall' benefits +03 +00 +03
114 Raise delayed retirement credits —.10 —.10

121 Tax one-haR ofJenefits +56 +05 +61
123 Accelerate tax rate increase — +03 +:03
124 Increase tax rate on self-employment +17 +02 +19
126 change Dl rate allocation +98 —.98

131 Continue benefits on remarriage — .00 —.00 —.00
132 Pay divorced spouse of nonretired —.01 —.00 —.01

133 Modify indexing of survivors benefits — .05 — .05

134 Raise disabled widow's benefits —.01 —.01

151 Modify military credits financing +01 +00 +01
152 Ccedit unnegotiated checks +00 +00 +00
329 Tax certain salary reduction plans +02 +00 +02
338 Modify public nsion offset —.00 — .00 — .00

Subtotal for the effect of the above provisions 2 + 2.27 — .86 + 1.41
Remaining deficit after the above provisions —.65 —.03 —.68
Additional changes relating to long-term financing (litle II of the bill) 8

201 Modify benefit formula after this century + .39 + .04 + .43
202 Raise tax by 0.24 each after by 2014 +28 +28

Total effect of all of the provisions + 2.94 —.82 + 2:12
After committee bill:

Actuarial balance +02 +01 +03
Average income 11.96 1.23 13.19

Average cost rate 11.94 1.22 13.16.

'The values for each, of the individual provisions listS from title I and title Ill represent the effect over present law and do not take into
aunt interaction th other proviSns.

2fli values in the subtotal for all provisions included in title I and titte Ill take into acrunt the estimated nteractions among these provisions.
S The values for each of the provisions of title II take into account interaction with the provisions included in title I and title Ill.
4The values for the total effect of HR. 1900 take into account interactions among all of the provisions of the bill.

Note—The above estimates are based ou the 1983 Trustees Report Alternative Il—B assumptions. lndivdual estimates may not add to totals due
to rounding and/or interacflon among proposals.



166

ESTIMATED REVENUE EFFECTS OF CERTAIN TAX RELATED PROVISIONS OF H.R. 1900, AS APPROVED

BY THE COMMITTEE ON WAYS AND MEANS

(Millions of dollarsj

Provisioii
teps Calendar or scal year

— Total

1984 1985 1986 1981 1988 1989

(1) Taxation of OASDI
benefits 2 CV

FY

2,638 3,183 3,849 4,607 5,505 6,553

848 2,807 3,389 4,082 4,883 5,826

26,336

21,835

(2) Taxation of Tier I

Railroad Retirement

Benefits 4C
FY

61 71 81 94 108 124

20 64 74 85 98 113

539

453

(3) Tax credit for 1984

FICA taxes 2 CV

FY

4,434

3,234 1,200

4,434

4,434

(4) SECA provisions: 2

Increase in OASDI

and HI rates for

SECA CV

FY

4,490 4,361 4,744 4,973 6,133 6,476

1,497 4,447 4,489 4,820 5,360 6,247

31,177

26,860

SECA credit CV

FY

—2,028 —1,869 --1,986 —2,082 —2,321 —2,451

—676 —1,975 —1,908 —2,018 —2,162 —2,364

—12,737

—11,103

Net effect CV

FY

2,462 2,492 2,758 2,891 3,812 4,025

821 2,472 2,581 2,802 3,198 3,883

18,440

15,757

(5) Elderly credit and

disability income exclusion.. CV

FY

(5) 6 6 8 10 11

(5) (5) 6 7 9 10

44

37

'CV means ca'endar year IiabiliIes, FY means tiscal year receipts.
These estimates are nstent with the Il-B assumptions used by the SaI .SiJrity Mminstration in pceparing the Trust Fund estimates

shown eLsewhece in this report.

These amounts are estimated to be transerr1 to the Social Security Trust Funds during the calendar year shown.
These amounts are estmat to be translerred to the Railroad Retirement ount during the catedar year shown.
Revellue gain of less than $5,000,000.



V. VOTE OF THE COMMITTEE AND OTHER MATTERS TO BE
DISCUSSED UNDER THE RULE OF THE HOUSE

In compliance with clause 2(l)(2)(B) of rule XI of the Rules of the
House of Representatives, your Committee states that the bill was
approved by a vote of 32 to 3.

In compliance with clause 2(L)(3)(A) of rule XI, your Committee
reports that the need for legislation to assure the financial stability
and solvency of the social security trust funds, to adjust the SSI
benefit standard, to reform the method for reimbursing hospitals
under the Medicare program and to extend the Federal Supple-
mental Compensation Program has been confirmed by oversight in-
vestigations conducted by your Committee's Subcommittees on
Social Security, Health and Public Assistance and Unemployment
Compensation.

In compliance with clause (2)(l)(3)(D) of rule XI, your Committee
states that no oversight findings or recommendations have been
submitted to your Committee by the Committee on Government
Operations with respect to the subject matter contained in the bill.

In compliance with clause 2(l)(4) of rule XI, your Committee esti-
mates that enactment of the bill will reduce inflationary pressures
on the national economy. H.R. 1900 as reported, will reduce Feder-
al spending in fiscal year 1984 by approximately $8.3 billion and by
another $62.6 billion from fiscal years 1985 to 1988. The Committee
believes that this reduction in the fiscal year 1983 budget deficit as
well as the additional reductions in fiscal years 1984 to 1988 will
contribute to a reduction in the inflationary pressures in the na-
tional economy. In addition, the new medicare reimbursement
system is expected to help restrain the rate of increase in hospital
costs. To the extent this system furthers that objective, it will help
to reduce the inflationary pressures currently inherent in the con-
tinuing growth of hospital costs.

In compliance with clause 2(l)(3)(B) of rule XI, your Committee
states that the bill reduces tax expenditures by approximately $20
billion between fiscal year 1983 and fiscal year 1989 and that dis-
cussion of budgetary authority is contained in the report of the
Congressional Budget Office.

In compliance with clause 7(a) of rule XIII, the following state-
ment is made relative to the budget effects of the provisions of H.R.
1900, as reported by your Committee.

With respect to the provisions contained in the bill, your Com-
mittee states that it agrees with the estimates of the Congressional
Budget Office. These estimates are presented for fiscal years 1983
to 1988 for the unified budget and OASDHI trust funds.

For fiscal years 1986 to 1988, CBO could not estimate the budget-
ary impact of the prospective payment system because the bill
would allow the Secretary of Health and Human Services, as ad-
vised by a panel of experts, discretion in setting payment rates for
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inpatient hospital services. Those rates could be set such that ag-
gregate medicare outlays could increase or decrease. However, if
the Secretary increased the overall DRG rate by the price increases
for hospital inputs plus one percentage point, the savings relative
to the cost based reimbursement system under current law would
be $2.6, $6.1, and $8.3 billion for fiscal years 1986, 1987 and 1988
respectively.

The impact of the provisions is sensitive to varying economic pro-
jections about wage growth, price increases and unemployment
rates. Additional projections under intermediate 11—B economic as-
sumptions from the Office of the Actuary, Social Security Adminis-
tration, are also included on a calendar year basis from 1983 to
1989.

The Office of the Actuary has also estimated the impact of the
bill over a 75-year period. Under Il-B economic and demographic
assumptions, the OASDI system is in actuarial balance. Outgo is
nearly the same as income measured as a percent of taxable pay-
roll. (The estimates of the Office of the Actuary can be found in
section IV of this Report.)

In compliance with clause 2(l)(3)(C) of rule XI, your Committee
states that the Congressional Budget Office has examined HR.
1900, as reported by the Committee and has submitted the follow-
ing statements.

CONGRESSIONAL BUDGET OFFICE,
U.S. CONGRESS,

Washington, D.C., March 4, L983.
Hon. DANIEL ROSTENKOWSKI,
Chairman, Committee on Ways and Means, U.S. House of Repre-

sentatives, Washington, D.C.
DEAR MR. CHAIRMAN: Pursuant to Section 403 of the Congres-

sional Budget Act of 1974, the Congressional Budget Office has pre-
pared the attached cost estimate for HR. 1900, the Social Security
Act Amendments of 1983, as ordered reported by the House Com-
mittee on Ways and Means on March 2, 1983.

Should the Committee so desire, we would be pleased to provide
further details on this estimate.

Sincerely,
ALICE M. RIVLIN, Director.

CONGRESSIONAL BUDGET OFFICE—COST ESTIMATE

1. Bill number: HR. 1900.
2. Bill title: Social Security Act Amendments of 1983.
3. Bill status: As ordered reported by the House Committee on

Ways and Means on March 2, 1983.
4. Bill purpose: To amend the Social Security Act to assure the

solvency of the Social Security trust funds; to accelerate presently
scheduled payroll tax increases; to tax 50 percent of certain indi-
viduals' benefits; to increase the self-employed tax; to delay the
payment of cost-of-living adjustments; to reform the Medicare reim-
bursement of hospitals; to extend the federal supplemental compen-
sation program; and for other purposes.
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5. Cost estimate: The following table shows the estimated costs of
this bill to the federal government.

TABLE 1.—ESTIMATED BUDGET AUTHORITY, OUTLAY, AND REVENUE IMPACTS OF HR. 1900 THE

SOCIAL SECURITY ACT AMENDMENTS OF 1983 1

EBY fiscal year, in millia ns 01 dollars]

1983 1984 1985 1986 1987 1988

Function 550:

BA 3,438 1,003 1,996 2,308 2,707 3,049

o 106 48 —153 —326 —405 —440
Function 600:

BA 23,135 12,384 14,442 14,301 16,514 30,218

o 646 —3,181 —3,534 —3,741 —3,969 —4,442

Function 700:

BA 0 —89 —58 —58 —60 --63
o —25 —54 —58 —58 —60 —63

Total:

BA

o

26,573

727

13,298

—3,187

16380

—3,745

16,551

—4,125

19,162

—4,434

33,204

—4945
Total Revenues 0 5,153 8,131 7,960 9,219 20022
Change in unified budget deficit 727 — 8,340 —11,876 — 12,085 —13,653 — 24967

A provision in H.R. 1900 mandates a separate budget function (650) for OASI, DI, HI and SMI. The distbutioji by function shown here does
not include this change.

The costs from this bill fall within budget functions 550, 600 and
700. The budget authority is the net result of higher interest
income on higher trust fund balances for the Old Age Survivors In-
surance (OASI), the disability Insurance (DI) and Hospital Insur-
ance (HI) programs, transfers to the trust funds from the general
fund of the U.S. Treasury, and required additional budget authori-
ty for •'the Supplemental Security Income (SSI), Supplementary
Medical Insurance (SMI), Food Stamps, Veteran's Pensions and
Medicaid programs.

Basis of estimate: This bill generally incorporates the January,
1983 recommendations of the National Commission on Social Secu-
rity Reform. It also incorporates provisions affecting the Medicare,
Supplemental Security Income and Unemployment Insurance Pro-
grams. Table 2, shows the costs, savings and revenue impacts of
this bill to the federal government.

One major purpose of this bill is to ensure the continued pay-
ment of all Social Security benefits. The impact of some of the pro-
visions in the bill on the financial status of the Social Security
trust funds differs from their impact on the federal budget. Many
provisions transfer funds within the government, which has no
impact on budget outlays or receipts. In addition, the savings to
and income into the trust funds generate additional interest
income or budget authority. This income also does not affect the
unified budget deficit. The impact of the bill on the trust funds is
therefore shown separately in Table 3.
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TABLE 2.—ESTIMATED OUTLAY AND REVENUE CHANGES TO THE UNIFIED FEDERAL BUDGET

RESULTING FROM HR. 1900, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

(By fiscal year, in milrions of doflarsi

1983 1984 1985 1986 1981 1988

Outlay Changes

Delay COLA 6 months (sec. 111):

OASDI —1,704 —3,793 —4,228 —4,473 —4706 —5,181

SSI —100 —130 —170 —170 —175 —210

Veterans' pensions —25 —54 —58 —58 —60 —63

Offsets: food stamps 0 37 46 51 53 53

Raise disabled widow(er) benefits to 71.5 percent of

PR (sec. 134): OASDI 0 90 125 130 135 140

Medicare premium delay (sec. 340):

SMI 114 63 —90 —201 —206 —211

HI 1 (') (') (I) (I) (I)
Offset medicaid —9 —5 7 15 16 16

Increase SSI benefits (sec. 401):

SSI 250 750 845 840 875 935

Offsets:

Food stamps —40 —165 —170 —170 —175 —175

Medicaid 0 35 50 55 55 55

Extend FSC program for 6 months (sec. 501):

Unemployment Compensation 2,380 0 0 0 0 0

Offsets to food stamps and AFDC —155 0 0 0 0 0

Prospective payment system (sec. 601) 0 0 0
(2) (2) (2)

State waiver change (sec. 603) 0 (3) (3) (3) (3) (3)

Eliminate return on equity capital (sec. 601) HI —45 —120 —195 —270 —300

Miscellaneous outlay impacts:

OASDI 13 25 15 48 21 —7

SSIandAFDC 2 5 3 3 . 3 3

Total outlay effect 727 —3,187 —3745 —4,125 —4,434 —4945

'Less than $0.5 miflion.
2 The budgetary impact cannot be estimated because the bill would allow the Secretary of Health and Human Seivices, as advised by a panel of

experts, nearly unlimited discnetion in setting payment rates for inpatient hospital seMces. Those rates could be set such that aggregate MSicare

outlays would increase or decrease.
3 The cost of this provision cannot be estimated because it depends on the actions of state hospital rate-setting commissions in Massachusetts

and New York.

Source: COO estimates based on January, 1983 economic assumptions.

A section by section description for the basis of the estimates for
the provisions in this bill having major cost impact is given below.

Revenue changes

RCA increase (sec. 123):

OASDI

Railroad retirement

1984 RCA tax credit

Other RCA tax offsets

SECA tax increase (sec. 124)

SECA tax deduction

Cover nonprofit employees (sec. 102)

Nonprofit worker's income tax offsets

Cover new Federal workers (sec. 101)

Tax 50 percent of benefits (sec. 121):

OASDI

Railroad retirement

Increased tax revenues from FSC extension (sec. 501)..

Miscellaneous

Total revenue effect

Total impact on unified budget deficit

0 6,361 2,349 0 0 10,272

0 45 0 0 0 61

0 —3,240 —985 0 0 0

0 —795 —147 0 0 —1,284

0 1,408 4,304 4,382 4,747 5,179

0 —636 —1,911 —1,862 —1,989 —2,059

0 1,118 1,697 1,955 2,297 2,853

0 —141 —212 —244 —287 —357

0 71 197 327 468 650

0 780 2,769 3,316 3885 4,594

o 20 64 74 85 98

0 155 0 0 0 0

0 7 6 12 13 15

0 5,153 8,131 7,960 9,219 20022

727 —8,340 —11,876 —12,085 — 13,653 —24,967
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TITLE I—PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM

COVER NEW FEDERAL EMPLOYEES (SECTION 101)

This provision extends Social Security coverage to all new per-
manent federal civilian employees (including all new hires with a
year or more separation from the federal government) as of Janu-
ary 1, 1984. The proposal is expected to cover about 150,000 new
permanent federal entrants per year through 1988. The provision
also covers all elected officials and political appointees in the judi-
cial, legislative and executive branches. The proposal raises $71
million in unified budget fiscal year 1984 and $1.7 billion in rev-
enues from fiscal year 1984 through 1988.

This provision assumes no change in the current Civil Service
Retirement system for those federal workers newly covered by
Social Security. It does, however,.stipulate the intent that a supple-
mentary plan be developed under the Civil Service system for these
workers. No impact of any Civil Service change is given in this esti-
mate.

The estimate is based on CBO's current economic. and federal
employment assumptions.

COVER WORKERS ON NON-PROFIT ORGANIZATIONS (sEcTION 102)

The provision requires mandatory coverage of all employees of
non-profit institutions and organizations. Approximately 20 percent
of employees of non-profit organizations and institutions are not
currently covered by Social Security. Covering the last 20 percent
of non-profit employees raises $1 billion in fiscal year 1984 and $8.7
billion in fiscal years 1984 through 1988.

The provision also provides that non-profit employees aged 55
and over would be deemed fully insured for coverage after working
a smaller number of quarters in covered employment than would
otherwise be needed. This clause applies to those turning age 62
(the first year of retirement eligibility) no sooner than January 1,
1986. Since those covered workers in this group would have to have
previous employment in order to receive a significant benefit, it is
not expected that this clause would have a cost impact in the 1983
to 1988 period.

The extension of mandatory coverage to all non-profit employees
results in an income tax offset against the increase in OASDHI
revenues. The offset equals 25 percent of the employer contribution
and reduces income tax revenues. Income tax revenues are estimat-
ed to fall because it is assumed that non-profit employers pass the
entire payroll tax increase onto their employees in the form of
lower wages and salaries.

The estimate was based on CBO's economic assumptions using
the Social Security Administration's short-term revenue forecast-
ing model.
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TABLE 3. ESTIMATED CHANGES IN OASI, DI AND HI TRUST FUND OUTLAYS AND INCOME RESULTING

FROM H.R. 1900, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983 1

[By scal years, in millions of dollars]

1983 1984 1985 1986 1987 1988

Trust fund outlay changes

6month COLA delay:

OASI —1,519 —3,394 —3,805 —4049 —4,272 —4712

DI —185 —399 —423 —424 —434 —469

Revised disabled widow(er) benefits to 71.5 percent of

PtA, OASI 90 125 130 135 140

Miscellaneous provisions:

OASI 12 21 11 44 17 —11

DI 1 4 4 4 4 4

HI 0 —45 —120 —195 —270 —300

Total outlay changes:

OASI —1,507 —3,282 —3,669 —3,875 —4120 —4,583

Dl —184 —395 —419 —420 —430 —465

HI 0 —45 —120 —195 —270 —300

Total —1,691 —3,723 —4,208 —4,490 —4820 —5,348

Trust fund income changes:

Tax 50 percent ofnefits OASI 2 0 780 2769 3316 3,885 4,594

FIGA tax speedup:

OASI 0 5,476 1,974 0 0 8,631

DI 0 966 403 0 0 1,764

SECA tax increase:

OASI 0 856 2525 2447 2,608 2912

Dl 0 175 517 501 534 597

HI 0 377 1,262 1,434 1605 1,670

Cover newly hired Federal workers:

OASI 0 120 333 556 795 1103

DI 0 20 60 98 140 196

Cover nonprofit organizations:

OASI 0 712 1,083 1226 1,427 1,763

DI 0 189 288 332 390 485

HI 0 216 326 397 480 605

Military transfer credits:

OASI 16,800 —380 —385 —210 —220 —210

DI 2,300 —60 —60 —35 —35 —35

HI 3290 —70 —70 —60 —60 —60

Uncashed checks:

OASI 0 1,180 43 43 43 43

DI 0 220 7 7 7 7

Misceflaneous OASDHI —1 7 6 12 13 14

Total income changes:

OASDI 20500 8,914 9,563 8293 9,587 21,864

HI 3,289 523 1,518 1,771 2,025 2,215

Total 23,789 9,437 11,081 10,064 11,612 24079

Total outlay and income infusions to trust funds:

OASDI 22191 12,592 13651 12588 14,137 26,912

OASDHI 25,479 13,160 15,289 14,554 16,432 29,427

Estimated interest income:

OASDI 298 2,928 4,325 5454 6,346 7687

OASDHI 342 3,315 4,836 6,122 7,164 8,661

Total annual increase in trust funds:

OASDI 22,489 15,520 17,976 18,042 20,483 34,599

OASDHI 25,821 16,475 20,125 20,676 23,596 38,088

'Assumes no reallocation between OASI and DI trust tunds,
2 Assumes aI revenues allocated to OASI trust fund.

Source: CBO estimates based on January 1983 economic assumptions.
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TERMINATION OF STATE AND LOCAL COVERAGE (SECTION 103)

Currently, State and local governments can terminate Social Se-
curity coverage upon giving two years notice of their intention to
withdraw, and then doing so. This provision would prohibit any
such withdrawals, effective with the bill's enactment.

CBO's current law revenue estimates do not assume reductions
in trust fund income that could result from withdrawals of certain
state and local governments. Thus, there would be no revenue gain
to the CBO baseline estimates from prohbiting such withdrawals.

DELAY PAYMENT OF ANNUAL COST-OF-LIVING ADJUSTMENT FROM JULY
TO JANUARY OF EACH YEAR (SECTION 111)

This section delays the payment of future cost-of-living adjust-
ments (COLA's) for Social Security for six-months, from July to
January of each year. In addition, the provision changes the base
period from which the COLA is calculated.

The COLA is measured by the growth in the Consumer Price
Index (CPI) from the first calendar quarter of the previous year to
the first quarter of the current year. Whenever the increase is
greater than three percent, an adjustment to the benefits paid each
July is made. The July, 1983 COLA will be paid in January, 1984
under this provision, and will be based on the current law indexing
period. Subsequent adjustments will be based on the CPI growth
from the third quarter of one year to the next. The table below
shows the CBO COLA assumptions under current law and under
this provision.

Assumed Percentage Increase in Social Security Benefits Under
Current Law Under H.R. 1900:

1983 1984 1985 1986 1987 1988

Current Lw (July) 4.1 4.6 4.5 4.2 4.0 3.8
Proposed (January) 0.0 4.1 4.6 4.4 4.1 3.8

This bill. also guarantees that a January, 1984 COLA will be
given, even if the rate of inflation is so low that the adjustment is
less than three percent.

Since CBO's current economic assumptions have this COLA ad-
justment at 4.1 percent in 1984, this clause has no cost effect. The
change in the COLA base and date of payment is expected to save
$24 billion in Social Security benefits over the period, and an addi-
tional $1 billion in SSI and other benefits directly linked to this
COLA. In addition, conforming changes in the food stamp program
would cost an additional $240 million over the period.

TAXATION OF 50 PERCENT OF SOCIAL SECURITY AND RAILROAD RETIRE-
MENT BENEFITS FOR INDIVIDUALS WITH INCOMES ABOVE $25,000 AND
MARRIED COUPLES ABOVE $32,000 (SECTION 121)

This provision includes in taxpayers' adjusted gross income (AGI)
half of Old Age, Survivors and Disability Insurance (OASDI) bene-
fits when those benefits plus AGI exceeds a threshold amount. The
threshold is $25,000 for single returns, $32,000 for joint returns,
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and zero for married couples filing separately. The amount of bene-
fits included in AGI would be the lesser of either 50 percent of
benefits or the one-half of the balance of the taxpayers' summed
income over the threshold.

The provision raises $800 million in fiscal year 1984 and $15.3
billion from fiscal year 1984 through 1988. The revenue effects are
derived from the Joint Committee on Taxation estimates based on
the Social Security Trustees' IF-B assumptions, with benefit
amounts lowered to take account of the CBO's lower inflation (and
therefore cost-of-living adjustment) projections.

INCREASE SOCIAL SECURITY PAYROLL TAX (FICA) AND 1984 TAX CREDIT
(SECTION 123)

The provision accelerates the OASDI payroll tax (FICA) increases
for employees and employers. The payroll tax increases to 5.7 per-
cent from 5.4 percent on January 1, 1984 instead of January 1,
1985. Another tax rate speedup increases the rate to 6.06 percent
from 5.7 percent on January 1, 1988 and January 1, 1989. This in-
crease was scheduled to take effect in 1990. The proposal also in-
cludes a payroll tax credit of 0.3 percent of employee FICA contri-
bution for 1984.

The FICA tax acceleration results in an income tax offset equal
to 25 percent of the employer payroll tax contribution. The offset
lowers income tax receipts because employers are asssumed to pass
back onto employees the full payroll tax increase in the form of
lower wages and salaries.

The provision is estimated to raise OASDI unified budget rev-
enues $6.4 billion in fiscal year 1984 and $19.0 billion from fiscal
year 1984 through fiscal year 1988. The income tax offset equals
$2.2 billion from fiscal years 1984 through 1988. The revenue loss
due to the payroll tax credit results in a $4.2 billion loss by fiscal
year 1985.

The estimates are based upon CBO's latest economic assumptions
using the Social Security Administration's short-term revenue fore-
casting model.

INCREASE SELF-EMPLOYED TAX RATE (SECTION 124)

The provision raises the self-employed payroll tax rate (SECA) to
a level equal to the combined employer-employee conbtibution rate
(including the FICA tax acceleration). In 1984 the SECA OASDI
rate increases 3.35 percent and the HI rate increases 1.3 percent
for a SECA rate of 14 percent. Further, the provision includes an
income tax credit equal to 2.1 percent to total SECA contributions
in 1984 and 1.8 percent in 1985 and thereafter.

The proposal raises $1,408 million in SECA revenues in fiscal
year 1984 and $20 billion from fiscal years 1984 through 1988. The
income tax loss due to the self-employed income tax credit equals
$636 million in fiscal year 1984 and $8.5 billion from fiscal year
1984 through fiscal year 1988.
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REALLOCATION OF OASI AND DI TAX RATES (SECTION 125)

This provision has no net cost to the federal government. It rea-
ligns the payroll tax portions allocated to the OASI and DI trust
funds so as to keep the two funds' balances at approximately the
same percentage of outlays at the start of each year.

BENEFITS TO CERTAIN WIDOWS, DIVORCED AND DISABLED WOMEN
(sECTIONs 131, 132, 133, 134)

These provisions would: (1) allow the continuation of benefits to
surviving, divorced or disabled spouses who remarry; (2) change the
indexing procedure for benefits for those receiving deferred survi-
vors benefits; (3) allow divorced spouses to draw benefits regardless
of whether the former spoyse is receiving benefits; and (4) increase
benefits for disabled widows and widowers.

Together, these provisions would cost less than $200 million per
year once fully effective in fiscal year 1985. The largest cost in this
group of provisions would allow disabled widows or widowers ages
50 to 59 to receive benefits at an amount equal to which non-dis-
abled widows or widowers over age 59 currently receive. This provi-
sion is estimated to cost $90 million in fiscal year 1984, $125 mil-
lion in 1985 and an estimated $600 million over the five year
period. Based on Social Security Administration data, approximate-
ly 200,000 recipients would receive $50 or 20 percent in added bene-
fits per month under this provision.

REIMBURSEMENT TO OASDHI TRUST FUNDS FOR MILITARY WAGE CREDITS
AND UNEARNED OASDI CHECKS (SECTIONS 151 AND 152)

These provisions will credit the three Social Security trust funds
with $23.8 billion as part of a transfer in 1983 from the general
fund of the Treasury. A total of $22.4 billion of this transfer repre-
sents the present value of estimated benefits arising from Social
Security credits granted to military personnel for service prior to
1957, and the amount of taxes on these credits between 1956 and
1983. the remaining transfer is for the estimated amounts of un-
cashed Social Security checks for past years, including an estimat-
ed $600 million in interest payments for these outstanding checks.
Checks uncashed for longer than six months will also be credited
back to the trust funds in future years.

These estimates were provided by the Social Security Adminis-
tration. Although they add large amounts to the trust funds, the
provisions do not have any cost impact to the federal government
as whole. There are offsetting interfund transfers within the fed-
eral unified budget.

TITLE Il—LONG-TERM FINANCING (SECTIONS 201 AND 202)

This section of the bill reduces initial benefit levels beginning in
the year 2000 and raises the tax rates beginning in 2015. There are
no effects resulting from these provisions in the 1983 to 1988
period.
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TITLE ITT—MIscELLANEous AND TECHNICAL PROVISIONS (SECTIONS
301—339)

The provisions in this section of the bill are mostly technical in
nature, relating to changes to eliminate certain gender based dis-
tinctions in the law to reflect recent court decisions, or to adjust
certain accounting mechanisms. Most have negligible revenue or
outlays impacts.

Among the accounting provisions is one to alter trust fund in-
vestment procedures (Section 303). A new short-term interest rate
was defined, and the trust funds are to receive returns on invest-
ments equalling the higher of the short-term or long-term rates.
CBO is not currently projecting short-term rates to exceed long-
term rates over the five-year period, and thus, there is no estimat-
ed trust fund impact from this provision. Since interest payments
are an intergovernmental transfer, there would not be cost implica-
tions to the budget from this provision.

A provision (Section 335) to allow an aged widow or widower to
receive a reduced benefit for the month in which a spouse died (in-
stead of receiving the first benefit in the month after the spouse
died) is estimated by the Social Security Administration to cost $15
million per year. This provision only affects those widows who
would receive an actuarily reduced benefit as the result of taking
such a payment.

Also in this section of the bill is a provision (Section 338) to
reduce the amoung of public pensions used for purposes of the
offset against Social Security benefits from 100 percent to 33 per-
cent for those becoming eligible for public pensions after June,
1983. The provision will cost an estimated $100 million over the
period.

TITLE TV—SUPPLEMENTAL SECURITY INCOME PROVISIONS

This title of the bill raises SSI benefits and makes other minor
changes in SSI and AFDC. Together these changes are estimated to
add $728 million to federal outlays in fiscal year 1985.

Beginning July 1, 1983, SSI benefits would be increased by $20 a
month for individuals living in their own household and by $30 a
month for couples. These increased benefits would more than offset
the effect on SSI receipients of the COLA delay. The largest part of
the added cost comes from the benefit increase for current SSI
beneficiaries. In addition, CBO estimates that about 125,000 per-
sons would become new beneficiaries of SSI. Most would be newly
eligible for SSI as a result of the increased income limits. For these
persons, CBO has assumed a participation rate of 25 percent (that
is, of all the newly eligible, 25 percent would actually participate in
SSI). Some of the other new beneficiaries would be persons previ-
ously eligible who would now choose to participate as a result of
the increased benefit levels. There are also an estimated 85,000 per-
sons who were receiving SSI state supplements only who would
now become eligible for a small federal SSI payment.

Partially offsetting the costs in SSI from these benefit increases
is a savings in the food stamp program as incomes of SSI benefici-
aries rise. There are also added costs in Medicaid for those new SSI
beneficiaries who also become newly eligible for Medicaid.
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Title IV would also enable temporary residents of emergency
public shelters to receive 551 for three months in any twelve-
month period. This provision is estimated to cost $1 million in
fiscal year 1983 and $3 million a year thereafter. In addition, Title
IV would disregard in the determination of benefits any in-kind as-
sistance based on need received by SSI and AFDC beneficiaries.
This provision, which is effective only through September 30, 1984,
is estimated to cost less than $500,000 a year in SSI and $1 million
in 1983 and $2 million in 1984 in AFDC.

TITLE V—UNEMPLOYMENT COMPENSATION PRovIsIoNs

This section of the bill would extend for six months the federal
supplemental compensation program (FSC) now scheduled to termi-
nate March 31, 1983. It would provide up to 14 weeks of additional
unemployment compensation benefits for individuals exhausting
extended unemployment benefits after March 31, the maximum
number of weeks provided varying with a state's insured unem-
ployment rate (IUR). In addition, it would provide those persons
who have exhausted their FSC entitlement before March 31 with
up to 10 additional weeks of benefits, the maximum number of
weeks again varying with a state's IUR.

The estimate of the fiscal impact of this section of the bill is
based upon estimates of the states' IURs and weeks compensated,
and the determination of whether a state will be paying extended
benefits which underlies the CBO baseline. It is assumed that the
national seasonally adjusted IUR will be 4.4 percent for both quar-
ters of the extension. Furthermore, it is assumed that 45 percent of
those claimants in the current law FSC program would exhaust
and collect added weeks of benefits during the extension. This
point estimate is based upon the experience of exhaustees of the
federal supplemental benefits program of 1975 to 1978.

CBO estimates that any FSC extension results in a reduction in
AFDC and Food Stamp outlays as individuals who exhaust unem-
ployment benefits and would otherwise draw benefits from these
means-tested programs continue to draw jobless payments. It is es-
timated that the extension through September 1983 will cause
AFDC and food stamp expenditures to drop by $155 million. In ad-
dition, CBO estimates that the six-month FSC extension will cause
income tax revenues to increase in fiscal year 1984 by $155 million.

TITLE VI—MEDICARE HOSPITAL INSURANCE PROVISIONS

5ECTION 340: CONFORMING CHANGES IN MEDICARE PREMIUMS

The bill would postpone from July 1 to January 1 of the follow-ing year increases in Medicare premiums. Current premium
amounts would apply during the interim. Future premiums (and
the general revenue contribution to SMI) would be calculated on
the basis of estimated incurred costs for the calendar year during
which the premium would apply. Consonant with the changes
made by TEFRA a year ago, SMI premiums would be set at 25 per-
cent of cost per aged enrollee in calendar year 1984 and 1985, but
would be limited in subsequent years by the cost-of-living increase
in social security benfits in the previous January.
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The estimated costs of this provision are the difference between
projections of income from premiums under current law and under
the amendment. Premium income under the amendment is the
product of monthly enrollment projections and monthly premium
amounts computed on the basis of projected incurred costs by cal-
endar year.

General.—The bill would provide for reimbursing most hospitals
for inpatient services provided to Medicare enrollees on the basis of
payment amounts, varying by diagnosis, fixed in advance of the
period in which they would apply. The provision would be effective
with hospital cost-reporting periods beginning on or after October 1,
1983. With the exceptions discussed below, for the first two cost-re-
porting periods affected, the payment rates would be set to assure
that total Medicare payments for inpatient hospital services in af-
fected hospitals would be neither greater nor less than under cur-
rent law. If implemented faithfully, the provision would have no
budgetary impact in fiscal years 1984 and 1985. In subsequent
fiscal years, however, the Secretary of Health and Human Services,
advised by a panel of experts, would have nearly unlimited discre-
tion in setting payment rates. Given that discretion, CBO in unable
to determine whether the prospective payment provision would
result in federal costs or savings after fiscal year 1985.

This estimate is based on assurances from Committee staff that
report language will indicate the Committee's intention to include
all adjustments under subsection (d)(5) of section 1886 as amended
by the bill within the scope of the budget neutrality adjustments
required under subsection (e)(1). Committee staff has assured CBO
that the ommission from the language of the reported bill is a tech-
nical error to be corrected at a later date.

Change in State Waiver Requirement.—The bill would eliminate
the requirement that the rate of increase in Medicare hospital
costs in states currently reimbursing hospitals under demonstra-
tion agreements entered into after August 1982 be less than the na-
tional rate of increase in those costs. The provision would affect
only Massachusetts and New York, both of which operate hospital
rate-setting programs that have for several years held their hospi-
tal cost increases well below the national average. If those states
were to continue to be as successful as they have been, the provi-
sion would have no budgetary impact. On the other hand, the pro-
vision would allow larger cost increases than current law. If Medi-
care hospital costs were to rise one percentage point faster under
the provision, federal spending would increase by about $50 million
in 1984.

6 Estimated cost to State and local Governments.—A number of
the provisions of this bill would affect budgets of state and local
governments. Their estimated net impact on categories of state and
local expenditures is shown in the table below.

TABLE 4. ESTIMATED COST TO STATE AND LOCAL GOVERNMENTS

1983 1984 1985 1986 1981 1988

Payrofl costs 291 159

SSI State suppemenIs 35 120 130 125 125 130

Medicaid —8 26 49 60 60 60
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TABLE 4. ESTIMATED COST TO STATE AND LOCAL GOVERNMENTS—Continued

t983 1984 1985 1986 1987 1988

AFCD —29 1

General assistance —13

Total —15 438 338 185 185 636

Basis of estimate.—The acceleration of FICA rate increases
would add to state and local government payroll costs. Currently,
about 70 percent of total state and local government employment is
covered by Social Security. State and local governments would
have added payroll tax contributions of $291 million in fiscal year
1984 and $896 million over the entire 1984—88 period. The CBO esti-
mate does not include a future cost to states who would no longer
be able to withdraw from the Social Security system under this
legislation.

The changes in SSI would increase state and local government
costs. Virtually all states supplement federal SSI benefits. The $20
benefit increase would raise state costs unless states were to lower
their state supplement benefit levels. Typically, lowering of benefit
levels requires action by state legislatures. The CBO cost estimate
assumes that current state supplement levels remain in effect. Con-
sequently, it represents a maximum cost to state and local govern-
ments.

The CBO cost esimate for the $20 benefit increase incorporates
added costs to states and localities for current state supplement
only beneficiaries, for new state supplement beneficiaries as a
result of the new federal beneficiaries (about one-third of federal
SSI beneficiaries receive state supplements), and for new state sup-
plement only beneficiaries who are newly eligible. Costs of this pro-
vision are estimated to total $130 million in fiscal year 1985.

In addition to the effect of the $20 benefit increase, SSI state sup-
plement costs would be increased by the COLA delays in SSI and
OASDI. When COLAs are made, state supplement costs decline
slightly because for state supplement only beneficiaries OASDI in-
creases are larger than SSI increases. The costs of the COLA delays
are estimated to total about $6 million a year.

The CBO cost estimate does not include any cost effect of the
more stringent "pass-through" requirements of section 402. Cur-
rent law requires states to pass through to SSI beneficiaries federal
benefit increases unless state payment levels are above their De-
cember 1976 levels or unless aggregate state SSI supplement ex-
penditures in the 12 months following a federal payment level in-
crease exceed aggregate state expenditures in the 12 months prior
to the federal change. This provision would require states to pass
through the dollar amount of the COLA that would have occurred
in July 1983 under current law and also all future federal benefit
increases, even if state payment levels are above the December
1976 levels. Hence, the provision would limit the flexibility of
states to reduce supplement levels when federal SSI benefits in-
crease. A state could, however, continue to comply with federal



180

pass-through law by meeting the expenditure requirement if it fails
to pass through federal increases.

Expenditures of state and local governments would also rise be-
cause of higher Medicaid costs occasioned by the SSI benefit in-
crease and the Medicare premium delay discussed earlier. The
state and local government financing share of Medicaid averages
about 46 percent.

The increased federal supplemental compensation benefit for the
unemployed would lower state and local government expenditures
in two ways. First, AFDC outlays would decline in fiscal year 1983.
The state share of such outlays averages 46 percent. Second, out-
lays for state and local general assistance (GA) programs would
also decline. GA programs are fully funded by state and local gov-
ernments and are means-tested, typically serving those ineligible
for AFDC and SSI. There are no reliable statistics on which to base
an estimate of savings in GA. However, a rough estimate of the es-
timated effect in Michigan provided by Michigan analysts was used
to estimate national effects. Michigan accounts for about 15 per-
cent of GA expenditures.

7. Estimate comparison: None.
8. Previous CBO estimate: None.
9. Estimate prepared by: Stephen Chaikind, Malcolm Curtis,

Richard Hendrix, John Navratil, Janice Peskin, Roger Hitchner,
Kathleen Shepherd, James Nason.

10. Estimate approved by: James L. Blum, Assistant Director for
Budget Analysis.



VI. CHANGES IN EXISTING LAW MADE BY THE BILL, AS
REPORTED

In compliance with clause 3 of Rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):

SOCIAL SECURITY ACT

* * * * * * *

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

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND
FEDERAL DISABILITY INSURANCE TRUST FUND

SECTION 201. (a) There is hereby created on the books of the
Treasury of the United States a trust fund to be known as the
"Federal Old-Age and Survivors Insurance Trust Fund". The Fed-
eral Old-Age and Survivors Insurance Trust Fund shall consist of
the securities held by the Secretary of the Treasury for the Old-
Age Reserve Account and the amount standing to the credit of the
Old-Age Reserve Account on the books of the Treasury on January
1, 1940, which securities 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 as may be made as provided in subsection (i)(1), and such
amounts as may be appropriated to, or deposited in, the Federal
Old-Age and Survivors Insurance Trust Fund as hereinafter pro-
vided. There is hereby appropriated to the Federal Old-Age and
Survivors Insurance Trust Fund for the fiscal year ending June 30,
1941, and for each fiscal year thereafter, 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 1939 (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 In-
ternal Revenue as taxes received under subchapter A of chap-
ter 9 of such Code which are deposited into the Treasury by
collectors of internal revenue after December 31, 1950, and
before January 1, 1953, with respect to assessments of such
taxes made before January 1, 1951; and

(181)
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(3) 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 3101(b) and
3111(b)) of the Internal Revenue Code of. 1954 with respect to
wages (as defined in section 3121 of such Code) reported to the
Commissioner of Internal Revenue pursuant to section 1420(c)
of the Internal Revenue Code of 1939 after December 31, 1950,
or to the Secretary of the Treasury or his delegates pursuant
to subtitle F of the Internal Revenue Code of 1954 after Decem-
ber 31, 1954, as determined by the Secretary of the Treasury
by applying the applicable rates of tax under such subchapter
or chapter 21 (other than sections 3101(b) and 3111(b)) to such
wages, which wages shall be certified by the Secretary of
Health, Education, and Welfare on the basis of the records of
wages established and maintained by such Secretary in accord-
ance with such reports, less the amounts specified in clause (1)
of subsection (b) of this section; and

(4) the taxes imposed by subchapter E of chapter 1 of the In-
ternal Revenue Code of 1939, with respect to self-employment
income (as defined in section 481 of such Code), and by chapter
2 (other than section 140 1(b)) of the Internal Revenue Code of
1954 with respect to self-employment income (as defined in sec-
tion 1402 of such Code) reported to the Commissioner of Inter-
nal Revenue on tax returns under such subchapter or to the
Secretary of the Treasury or his delegate on tax returns under
subtitle F of such Code, as determined by the Secretary of the
Treasury by applying the applicable rate of tax under such
subchapter or chapter (other than section 140 1(b)) to such self-
employment income, which self-employment income shall be
certified, by the Secretary of Health, Education, and Welfare
on the basis of the records of self-employment income estab-
lished and maintained by the Secretary of Health, Education,
and Welfare in accordance with such returns, less the amounts
specified in clause (2) of subsection (b)of this section.

The amounts appropriated by clauses (3) and (4) shall be trans-
ferred (from time to time] monthly on the first day of each calen-
dar month from the general fund in the Treasury to the Federal
Old-Age and Survivors Insurance Trust Fund, and the amounts ap-
propriated by clauses (1) and (2) of subsection (b) shall be trans-
ferred (from time to time] monthly on the first day of each calen-
dar month from the general fund in the Treasury to the Federal
Disability Insurance Trust Fund, such amounts to be determined
on the basis of estimates by the Secretary of the Treasury of the
taxes, specified in clauses (3) and (4) of this subsection, (paid to or
deposited into the Treasury] to be paid to or deposited into the
Treasury during such month; and proper adjustments shall be
made in amounts subsequently transferred to the extent prior esti-
mates were in excess of or were less than the taxes specified in
such clauses (3) and (4) of this subsection. All amounts transferred
to either Trust Fund under the preceding sentence shall be invested
by the Managing Trustee in the same manner and to the same
extent as the other assets of such Trust Fund; and such Trust Fund
shall pay interest to the general fund on the amount so transferred
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on the first day of any month at a rate (calculated on a daily basis,
and applied against the difference between the amount so trans-
ferred on such first day and the amount which would have been
transferred to the Trust Fund up to that day under the procedures
in effect on January 1, 1988) equal to the rate earned by the invest-
ments of such Fund in the same month under subsection (d).

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

(1)(A) ½ of 1 per centum of the wages (as defined, in section
3121 of the Internal Revenue Code of 1954) paid after Decem-
ber 31, 1956, and before January 1, 1966, and reported to the
Secretary of the Treasury or his delegate pursuant to subtitle
F of the Internal Revenue Code of 1954, (B) 0.70 of 1 per
centum of the wages (as so defined) paid after December 31,
1965, and before January 1, 1968, and so reported, (C) 0.095 of 1
per centum of the wages (as so defined) paid after December
31, 1967, and before January 1, 1970, and so reported, (D) 1.10
per centum of the wages (as so defined) paid after December
31, 1969, and before January 1, 1973, and so reported, (E) 1.1
per centum of the wages (as so defined) paid after December
31, 1972, and before January 1, 1974, and so reported, (F) 1.15
per centum of the wages (as so defined) paid after December
31, 1973, and before January 1, 1978, and so reported, (G) 1.55
per centum of the wages (as so defined) paid after December
31, 1977, and before January 1, 1979, and so reported, (H) 1.50
per centum of the wages (as so defined) paid after December
31, 1978, and before January 1, 1980, and so reported, (I) 1.12
per centum of the wages (as so defined) paid after December
31, 1979, and before January 1, 1981, and so reported, (J) 1.30
per centum of the wages (as so defined) paid after December
31, 1980, and before January 1, 1982, and so reported, ((K) 1.65
per centum of the wages (as so defined) paid after December
31, 1981, and before January 1, 1985, and so reported, (L) 1.90
per centum of the wages (as so defined) paid after December
31, 1984, and before January 1, 1990, and so reported, and (M)
2.20 per centum of the wages (as so defined) paid after Decem-
ber 31, 1989, and so reported] (K) 1.65 per centum of the wages
(as so defined) paid after December 81, 1981, and before Janu-
ary 1, 1988, and so reported, (L) 1.25 per centum of the wages
(as so defined) paid after December 31, 1982, and before Janu-
ary 1, 1984, and so reported, (M) 1.00 per centum of the wages
(as so defined) paid after December 81, 1988, and before Janu-
ary 1, 1990, and so reported, and (N) 1.20 per centum of the
wages (as so defined) paid after December 31, 1989, and so re-
ported, which wages shall be certified by the Secretary of
Health, Education, and Welfare on the basis of the records of
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wages established and maintained by such Secretary in accord-
ance with such reports; and

(2)(A) % of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue
Code of 1954) reported to the Secretary of the Treasury or his
delegate on tax returns under subtitle F of the Internal Reve-
nue Code of 1954 for any taxable year beginning after Decem-
ber 31, 1956, and before January 1, 1966, (B) 0.525 of 1 per
centum of the amount of self-employment income (as so de-
fined) as reported for any taxable year beginning after Decem-
ber 31, 1965, and before Janaüry 1, 1968, (C) 0.7125 of 1 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1967, and before January 1, 1970, (D) 0.825 of 1 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1969, and before January 1, 1973, (E) 0.795 of 1 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1972, and before January 1, 1974, (F) 0.815 of 1 per
centum of the amount of self-employment income (as so de-
fined) as reported for any taxable year beginning after Decem-
ber 31, 1973, and before January 1, 1978, (G) 1.090 per centum
of the amount of self-employment income (as so defined) so re-
ported for any taxable year beginning after December 31, 1977,
and before January 1, 1979, (H) 1.0400 of 1 per centum of the
amount of self-employment income (as so defined) so reported
for any taxable year beginning after December 31, 1978, and
before January 1, 1980, (I) 0.7775 per centum of the amount of
self-employment income (as so defined) so reported for any tax-
able year beginning after December 31, 1979, and before Janu-
ary 1, 1981, (J) 0.9750 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year
beginning after December 31, 1980, and before January 1, 1982,
((K) 1.2375 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year begin-
ning after December 31, 1981, and before January 1, 1985, (L)
1.4250 per centum of the amount of self-employment income
(as so defined) so reported for any taxable year beginning after
December 31, 1984, and before January 1, 1990, and (M) 1.6500
per centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1989] (K) 1.2375 per centum of the amount of self-em-
ployment income (as so defined) so reported for any taxable year
beginning after December 31, 1981, and before Januaiy 1, 1983,
(L) 0.9375 per centum of the amount of self-employment income
(as so defined) so reported for any taxable year beginning after
December 31, 1982, and before January 1, 1984, (M) 1.00 per
centum of the amount of self-employment income (as so defined)
so reported for any taxable year beginning after December 31,
1983, and before January 1, 1990, and (N) 1.20 per centum of
the self-employment income (as so defined) so reported for any
taxable year beginning after December 31, 1989, which self-
employment income shall be certified by the Secretary of
Health, Education, and Welfare on the basis of the records of
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self-employment income established and maintained by the Sec-
retary of Health, Education, and Welfare in accordance with
such returns.

(c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund (here-
inafter in this title called the "Trust Funds") there is hereby cre-
ated a body to be known as the Board of Trustees of the Trust
Funds (hereinafter in this title called the "Board of Trustees")
which Board of Trustees shall be 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 Treas-
ury shall be the Managing Trustee of the Board of Trustees (here-
inafter in this title called the "Managing Trustee"). The Commis-
sioner of Social Security shall serve as Secretary of the Board of
Trustees. The Board of Trustees shall meet not less frequently than
once each calendar year. It shall be the duty of the Board of Trust-
ees to—

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

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

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

(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of
the old-age and survivors insurance and Federal-State unem-
ployment compensation program; and

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

The report provided for in paragraph (2) above shall include a
statement 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 disbursements to be made from, the
Trust Funds during each of the next ensuing five fiscal years, and
a statement of the actuarial status of the Trust Funds. (Such
report shall also include] Such report shall include an actuarial
opinion by the Chief Actuary of the Social Security Administration
certifying that the techniques and methodologies used are generally
accepted within the actuarial profession and that the assumptions
and cost-estimates used are reasonable, and shall aLso include an
actuarial analysis of the benefit disbursements made from the Fed-
eral Old-Age and Survivors Insurance Trust Fund with respect to
disabled beneficiaries. Such report shall be printed as a House doc-
ument 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 withdrawals. (Such investments may be made only
in interest/bearing obligations of the United States or in obliga-
tions guaranteed as to both principal and interest by the United
States. For such purpose such obligations may be acquired (1) on
original issue at the issue price, or (2) by purchase of outstanding
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obligations at the market price.] Such investments may be made
only in interest-bearing public-debt obligations of the United States
which are issued exclusively for purchase by the Trust Funds under
title 31 of the United States Code. The purposes for which obliga-
tions of the United States may be issued under the Second Liberty
Bond Act, as amended, are hereby extended to authorize the issu-
ance at par of public-debt obligation for purchase by the Trust
Funds. (Such obligations issued for purchase by the Trust Funds
shall have maturities fixed with due regard for the needs of the
Trust Funds 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 obli-
gations of the United States than 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 multi-
ple of one-eighth of 1 per centurn 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 determines that the purchase of such
other obligations is in the public interest.] Such obligations shall
be redeemable at par plus accrued interest at any time, and shall
bear interest in any month (including the month of issue) at a rate
equivalent to either (1) the average market yield (determined by the
Managing Trustee on the basis of market quotations as of the end of
each business day of the preceding month) on all marketable inter-
est-bearing obligations of the United States then forming a part of
the public debt (other than "flower bonds ") which are not due or
callable until after the expiration of 4 years from the end of such
preceding month, or (2) the average market yield (so determined) on
all such obligations which are due or callable 4 years or less from
the end of such preceding month, whichever average market yield
(with respect to the month involved) is larger; except that where
such equivalent interest rate is not a multiple of one-eighth of 1 per-
cent, the rate of interest on the obligations involved shall be the
multiple of one-eighth of 1 percent nearest such equivalent rate. For
purposes of the preceding sentence, the term "flower bond" means a
United States Treasury bond which was issued before March 4,
1971, and whwh may, at the option of the duly constituted repre-
sentative of the estate of a deceased individual, be redeemed in ad-
vance of maturity and at par (face) value plus accrued interest to
the date of payment if (i) it was owned by such deceased individual
at the time of his death, (ii) it is part of the estate of such deceased
individual, and (iii) such representative authorizes the Secretary of
the Treasury to apply the entire proceeds of the redemption of such
bond to the payment of Federal estate taxes.

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

"(1)(1) If at any time prior to (January 1983] January 1, 1988,
the Managing Trustee determines that borrowing authorized under
this subsection is appropriate in order to best meet the need for fi-
nancing the benefit payments from the Federal Old-Age and Survi-
vors Insurance Trust Fund or the Federal Disability Insurance
Trust Fund, the Managing Trustee may borrow such amounts as
he determines to be appropriate from the other such Trust Fund,
or from the Federal Hospital Insurance Trust Fund established
under section 1817, for transfer to and deposit in the Trust Fund
whose need for financing is involved.

(2) In any case where a loan has been made to a Trust Fund
under paragraph (1), there shall be transferred from time to time,
from the borrowing Trust Fund to the lending Trust Fund, interest
with respect to the unrepaid balance of such loan at a rate equal to
the rate which the lending Trust Fund would earn on the amount
involved if the loan were an investment under subsection (d).

(3) If in any month after a loan has been made to a Trust Fund
under paragraph (1), the Managing Trustee determines that the
assets of such Trust Fund are sufficient to permit repayment of all
or part of any loans made to such Fund under paragraph (1), he
shall make such repayments as he determines to be appropriate;
but the full amount of all such loans (whether made before or after
January 1, 1983) shall be repaid at the earliest feasible date and in
any event no later than December 31, 1989.

(4) The Board of Trustees shall make a timely report to the Con-
gress of any amounts transferred (including interest payments)
under this subsection.

(n)(1) The Secretary of the Treasury shall implement procedures to
permit the identification of each check issued for benefits under this
title that has not been presented for payment by the close of the
sixth month following the month of its issuance.

(2) The Secretary of the Treasury shall, on a monthly basis, credit
each of the Trust Funds for the amoant of all benefit checks (in-
cluding interest there on) drawn on such Trust Fund more than 6
months previously but not presented for payment and not previously
credited to such Trust Fund.

(3) If a benefit check is presented for payment to the Treasury and
the amount thereof has been previously credited pursuant to pam-
graph (2) to one of the Trust Funds, the Secretary of the Treasury
shall nevertheless pay such check, if otherwise proper, recharge such
Trust Fund, and notify the Secretary of Health and Human Serv-
ices.

(4) A benefit check bearing a current date may be issued to an in-
dividual who did not negotiate the original benefit check and who
surrenders such check for cancellation if the Secretary of the Treas-
ury determines it is necessary to effect proper payment of benefits.

OLD-AGE AND 5URVIV0RS IN5URANCE BENEFIT PAYMENTS

OLD-AGE INsURANCE BENEFITS
SEC. 202. (a) Every individual who—

(1) is a fully insured individual (as defined in section 214(a)),
(2) has attained age 62, and
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(3) has filed application for old-age insurance benefits or was
entitled to disability insurance benefits for the month preced-
ing the month in which he attained the age of 65,

shall be entitled to an old-age insurance benefit for each month,
beginning with—

(A) in the case of an individual who has attained age 65, the
first month in which such individual meets the criteria specified
in paragraphs (1), (2), and (3), or

(B) in the case of an individual, who has attained age 62, but
has not attained age 65, the first month throughout which such
individual meets the criteria specified in paragraphs (1) and (2)
(if in that month he meets the criterion specified in paragraph
(3))'

and ending with the month preceding the month in which he dies.

WIFE'S INSURANCE BENEFITS

(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's insurance benefits,
(B) has attained age 62 or (in the case of a wife) has in her

care (individually or jointly with such individual) at the time
of filing such application a child entitled to a child's insurance
benefit on the basis of the wages and self-employment income
of such individual,

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

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

shall (subject to subsection (s)) be entitled to a wife's insurance
benefit for each month, beginning with—

(i) in the case of a wife or divorced wife (as so defined) of
an individual entitled to old-age benefits, if such wife or di-
vorced wife has attained age 65, the first month in which
she meets the criteria specified in subparagraphs (A), (B),
(C), and (D), or

(ii) in the case of a wife or divorced wife (as so defined)
of—

(I) an individual entitled to old-age insurance bene-
fits, if such wife or divorced wife has not attained age
65or

('II) an individual entitled to disability insurance
benefits,

the first month throughout which she is such a wife or di-

vorced wife and meets the criteria specified in subparagraphs
(B), (C), and (D) (if in such month she meets the criterion speci-
fied in subparagraph (A)),

whichever is earlier, and ending with the month preceding the
month in which any of the following occurs—

(E) she dies,
(F) such individua' dies,
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(G) in the case of a wife, they are divorced and either (i) she
has not attained age 62, or 1(u) she has attained age 62 but has
not been married to such individual for a period of 10 years
immediately before the date the divorce became effective,

(H) in the case of a divorced wife, she marries a person other
than such individual,

(I) in the case of a wife who has not attained age 62, no child
of such individual is entitled to a child's insurance benefit,

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

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

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

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

(c), (f), (g), or (h) of this section, or
(B) an individual who has attained the age of 18 and is enti-

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

(4)(A) The amount of a wife's insurance benefit for each month as
determined after application of the provisions of subsections (q) and
(k) shall be reduced (but not below zero) (by an amount equal to
the amount of any monthly periodic benefit] by an amount equal
to one-third of the amount of any monthly periodic benefit payable
to such wife (or divorced wife) for such month which is based upon
her earnings while in the service of the Federal Government or
any State (or political subdivision thereof, as defined in section
218(b)(2) if, on the last day she was employed by such entity, such
service did not constitute "employment" as defined in section 210
for purposes of this title. The amount of the reduction in any bene-
fit under this subparagraph, if not a multiple of $0.10, shall be
rounded to the next higher multiple of $0.1 0.

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

(5)(A) Notwithstanding the preceding provisions of this subsection,
except as provided in subparagraph (B), the divorced wife of an in-
dividual who i.s not entitled to old-age or disability insurance bene-
fits, but who has attained age 62 and is a fully insured individual
(as defined in section 214), if such divorced wife—

(i) meets the requirements of subparagraplth (A) through (D)
of paragraph (1), and

(ii) has been divorced from such insured individual for not
less than 2 years,

shall be entitled to a wife's insurance benefit under this subsection
for each month, in such amount, and beginning and ending with
such months as determined (under regulations of the Secretary) in
the manner otherwise provided for wife's insurance benefits under
this subsection, as if such insured individual had become entitled to
old-age insurance benefits on the date on which the divorced wife
first meets the criteria for entitlement set forth in clauses (i) and
(ii).

(B) A wife's insurance benefit provided under this paragraph
which has not otherwise terminated in accordance with subpara-
graph (E), (F), (H), or (J) of paragraph (1) shall terminate with the
month preceding the first month in which the insured individual is
no longer a fully insured individual.

HUSBAND'S INSURANCE BENEFITS

(c)(1) The husband (as defined in section 216(f) and every divorced
husband (as defined in section 216(d)) of an individual entitled to
old-age or disability insurance benefits, if such husband or such di-
vorced husband—

(A) has filed application for husband's insurance benefits,
(B) has attained age 62 (and] or (in the case of a husband)

has in his care (individually or jointly with such individual) at
the time of filing such application a child entitled to child's in-
surance benefits on the basis of the wages and self-employment
income of such individual,

(C) in the case of a divorced husband, is not married, and
((C)] (D) is not entitled to old-age or disability insurance

benefits, or is entitled to old-age or disability insurance bene-
fits based on a primary insurance amount which is less than
one-half of the primary insurance amount of (his wife,] such
individual,

(shall be entitled to a husband's insurance benefit for each
month, beginning with—

((i) in the case of a husband (as so defined) of an indi-
vidual who is entitled to an old-age insurance benefit, if
such husband has attained age 65, the first month in
which he meets the criteria specified in subparagraphs (A),
(B), and (C), or

((ii) in the case of a husband (as so defined) of—
((I) an individual entitled to old-age insurance bene-

fits, if such husband has not attained age 65, or
((II) an individual entitled to disability benefits,
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(the first month throughout which he is such a husband
and meets the criteria specified in subparagraphs (B) and
(C) (if in such month he meets the criterion specified in
subparagraph (A)),

(whichever is earlier, and ending with the month preceding the
month in which any of the following occurs: he 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 insurance amount of
his wife, or his wife is not entitled to disability insurance benefits
and is not entitled to old-age insurance benefits.]
shall (subject to subsection(s)) be entitled to a husband's insurance
benefit for each month, beginning with—

(i) in the case of a husband or divorced husband (as so
defined) of an individual who is entitled to an old-age in-
surance benefit, if such husband or divorced husband has
attained age 6'5, the first month in which he meets the cri-
teria specified in subparagraphs (A), (B), (C), and (D), or

(ii) in the case of a husband or divorced husband (as so
defined) of—

(I) an individual entitled to old-age insurance bene-
fits, if such husband or divorced husband has not at-
tained age 65, or

(II) an individual entitled to disability insurance
benefits,

the first month throughout which he is such a husband or
divorced husband and meets the criteria specified in sub-
paragraphs (B), (C), and (D) (if in such month he meets the
criterion specified in subparagraph (A)),

whichever is earlier, and ending with the month preceding the
month to which any of the following occurs:

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

he has not attained age 62, or (ii) he has attained age 62 but
has not been married to such individual for a period of 10 years
immediately before the divorce became effective,

(H) in the case of a divorced husband, he marries a person
other than such individual,

(I) in the case of a husband who has not attained age 62, no
child of such individual is entitled to a child's insurance bene-
fit,

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

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

(2)(A) The amount of a husband's insurance benefit for each
month as determined after application of the provisions of subsec-
tions (q) and (k) shall be reduced (but not below zero) (by an
amount equal to the amount of any monthly periodic benefit] by
an amount equal to one-third of the amount of any monthly period-
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ic benefit payable to such husband (or divorced husband) for such
month which is based upon his earnings while in the service of the
Federal Government or any State (or political subdivision thereof,
as defined in section 218(b)(2)) if, on the last day he was employed
by such entity, such service did not constitute "employment" as de-
fined in section 210 for purposes of this title.

The amount of the reduction in any benefit under this subpara-
graph, if not a multiple of $0.10, shall be rounded to the next
higher multiple of $0.1 0.

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

(3) Except as provided in subsection (q) and paragraph (2) of this
subsection, such husband's insurance benefit for each month shall
be equal to one-half of the primary insurance amount of his wife
(or, in the case of a divorced husband, his former wife) for such
month.

(4) In the case of any divorced husband who marries—
(A) an individual entitled to benefits under subsection (b), (e),

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

tled to benefits under subsection (d), by reason of paragraph
(1XBXii) thereof.;

such divorced husband entitlement to benefits under this subsec-
tion, notwithstanding the provisions of paragraph (1) (but subject to
subsection (s)), shall not be terminated by reason of such marriage.

(5)(A) Notwithstanding the preceding provisions of this subsection,
except as provided in subparagraph (B), the divorced husband of an
individual who is not entitled to oldage or disability insurance
benefits, but who has attained age 62 and is a fully insured individ-
ual (as defined in section 214), if such divorced husband—

(i) meets the requirements of subparagraphs (A) through (D)
of paragraph (1), and

(ii) has been divorced from such insured individual for not
less than 2 years,

shall be entitled to a husband insurance benefit under this subsec-
tion for each month, in such amount, and beginning and ending
with such months, as determined (under regulations of the secre-
tary) in the manner otherwise provided for husband's insurance
benefits under this subsection, as if such insured individual had
become entitled to old-age insurance benefits on the date on which
the divorced husband first meets the criteria for entitlement set
forth in clauses (i) and (ii).

(B) A husband insurance benefit provided under this paragraph
which has not otherwise terminated in accordance with subpara-
graph (E), (F), (H), or (I) of paragraph (1) shall terminate with the
month preceding the first month in which the insured individual is
no longer a fully insured individual.
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CHILD'S INSURANCE BENEFITS

(d)(1) * * *

* * * * * * *

(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),
(c), (e), (1), (g), or (h) of this section or under section 223(a), or

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

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

* * * * * * *

WIDOW'S INSURANCE BENEFITS

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

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

not attained age 60 and is under a disability (as defined in sec-
tion 223(d)) which began before the end of the period specified
in paragraph ((5)] (4),

(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, for the
month preceding the month in which he died, and (I) has at-
tained age 65 or (II) is not entitled to benefits under subsection
(a) or section 223, or

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

(D) is not entitled to old-age insurance benefits or is entitled
to old-age insurance benefits each of which is less than the pri-
mary insurance amount (as determined after application of
subparagraph (B) and (C) of paragraph (2)) of such deceased in-
dividual,

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



194

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

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

(i) the first month after her waiting period (as defined in
paragraph ((6)] (5) in which she becomes so entitled to
such insurance benefits, or

(ii) the first month during all of which she is under a
disability and in which she becomes so entitled to such in-
surance benefits, but only if she was previously entitled to
insurance benefits under this subsection on the basis of
begin under a disability and such first month occurs (I) in
the period specified in paragraph ((5)] (4) and (II) after
the month in which a previous entitlement to such bene-
fits on such basis terminated,

and ending with the month preceding the first month in which any
of the following occurs: she remarries, dies, becomes entitled to an
old-age insurance benefit equal to or exceeding the primary insur-
ance amount (as determined after application of subparagraphs (B)
and (C) of paragraph (2)) of such deceased individual, or, if she
became entitled to such benefits before she attained age 60, sub-
ject to section 223(e), the termination month (unless she attains age
65 on or before the last day of such termination month). For pur-
poses of the preceding sentence, the termination month for any in-
dividual shall be the third month following the month in which her
disability ceases; exept that, in the case of an individual who has a
period of trial work which ends as determined by application of
section 222(c)(4)(A), the termination month shall be the earlier of (I)
the third month following the earliest month after the end of such
period of trial work with respect to which such individual is deter-
mined to no longer be suffering from a disabling physical or mental
impairment, or (II) the third month following the earliest month in
which such individual engages or is determined able to engage in
substantial gainful activity, but in no event earlier than the first
month occurring after the 15 months following such period of trial
work in which he engages or is determined able to engage in sub-
stantial gainful activity.

((2)(A) Except as provided in subsection (q), paragraph (8) of this
subsection, and subparagraph (B) of this paragraph, such widow's
insurance benefit for each month shall be equal to the primary in-
surance amount (as determined after application of the following
sentence) of such deceased individual. If such deceased individual]

(2)(A) Except as provided in subsection (q), paragraph (8) of this
subsection, and subparagraph (D) of this paragraph, such widow's
insurance benefit for each month shall be equal to the primary in-
surance amount (as determined for purposes of this subsection after
application of subparagraphs (B) and (C)) of such deceased indi-
vidual.

(B)(i) For purposes of this subsection, in any case in which such
deceased individual dies before attaining age 62 and section
215(a)(1) (as in effect after December 1978) is applicable in determin-
ing such individual's primary insurance amount—
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(I) such primary insurance amount shall be determined under
the formula set forth in section 215(a)(1)(B)(i) and (ii) which is
applicable to individuals who initially become eligible for old-
age insurance benefits in the second year after the year specified
in clause (ii),

(II) the year specified in clause (ii) shall be substituted for the
second calendar year specified in section 215(b)(3)(A)(ii)(J), and

(III) such primary insurance amont shall be increased under
section 215(i) as if it were the primary insurance amount re-
ferred to in section 215(i)(2)(A)(ii)(II), except that it shall be in-
creased only for years beginning after the first year after the
year specified in clause (ii).

(ii) The year specified in this clause is the earlier of—
(I) the year in which the deceased individual attained age 60,

or would have attained age 60 had he lived to that age, or
(II) the second year preceding the year in which the widow or

surviving divorced wife first meets the requirements of para-
graph (1)(B) or the second year preceding the year in which the
deceased individual died, whichever is later.

(iii) This subparagraph shall apply with respect to any benefit
under this subsection only to the extent its application does notresult in a primary insurance amount for purposes of this subsection
which is less than the primary insurance amount otherwise deter..
mined for such deceased individual under section 215.

(C) If such deceased individual was (or upon application would
have been) entitled to an old-age insurance benefit which was in-
creased (Or subject to being increased) on account of delayed retire-
ment under the provisions of subsection (w), then, for purposes of
this subsection, such individual's primary insurance amount, if lessthan the old-age insurance benefit (increased, where applicable,
under section (215(0(5) or (6)] 215(f)(5), 215(f)(6), or 215(fX9)(B) and
under section 215(i) as if such individual were still alive in the case
of an individual who has died) which he was receiving (or would
upon application have received) for the month prior to the month
in which he died, shall be deemed to be equal to such old-age insur-
ance benefit, and (notwithstanding the provisions of paragraph (3)of such subsection (w) the number of increment months shall in-
clude any month in the months of the calendar year in which he
died, prior to the month in which he died, which satisfy the condi-
tions in paragraph (2) of such subsection (w).

((B)] (D) If the deceased individual (on the basis of whose wages
and self-employment income a widow or surviving divorced wife is
entitle to widow's insurance benefits under this subsection) was, atany time, entitled to an old-age insurance benefit which was re-duced by reason of the application of subsection (q), the widow's in-
surance benefit of such widow or surviving divorced wife for anymonth shall, if the amount of the widow's insurance benefit of suchwidow or surviving divorced wife (as determined under subpara-
graph (A) and after application of subsection (q)) is greater than—

(i) the amount of the old-age insurance benefit to which such
deceased individual would have been entitled (after application
of subsection (q)) for such month if such individual were stillliving and section (215(0(5) or (6)] 215(f)(5), 215(f) (6), or215(f)(W(B) were applied, where applicable, and
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(ii) 82½ percent of the primary insurance amount (as deter-
mined without regard to subparagraph (C)) of such deceased in-
dividual,

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

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

((A) an individual entitled to benefits under subsection (0 or
(h) of this section, or

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

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

((4) If a widow, after attaining age 60, marries, such marriage
shall for purposes of paragraph (1), be deemed not to have oc-
curred.]

(3) For purposes of paragraph (1), if—
(A) a widow or surviving divorced wife marries after attain-

ing age 60 (or after attaining age 50 if she was entitled before
such marriage occurred to benefits based on disability under
this subsection), or

(B) a disabled widow or disabled surviving divorced wife de-
scribed in paragraph (1)(B)(ii) marries after attaining age 50,

such marriage shall be deemed not to have occurred.
((5)] (4) The period referred to in paragraph (1)(B)(ii), in the case

of any widow or surviving divorced wife, is the period beginning
with whichever of the following is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on 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-employ-
ment 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 fol-
lowing the month with which such period began.

((6)] (5) 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
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first day of the fifth month before the month in which the
period specified in paragraph ((5)] (4) begins.

((7)] (6) In the case of an individual entitled to monthly insur-
ance benefits payable under this section for any month prior to
January 1973 whose benefits were not redetermined under section
102(g) of the Social Security Amendments of 1972, such benefits
shall not be redetermined pursuant to such section, but shall be in-
creased pursuant to any general benefit increase (as defined in sec-
tion 215(i)(3)) or any increase in benefits made under or pursuant
to section 215(i), including for this purpose the increase provided ef-
fective for March 1974, as though such redetermination had been
made.

((8)] (7)(A) The amount of a widow's insurance benefit for each
month as determined (after application of the provisions of subsec-
tions (q) and (k), paragraph (2)(B), and paragraph ((4)] (3) shall be
reduced (but not below zero) (by an amount equal to the amount
of any monthly periodic benefit] by an amount equal to one-thi-d
of the amount of any monthly periodic benefit payable to such
widow (Or surviving divorced wife) for such month which is based
upon her earnings while in the service of the Federal Government
or any State (Or any political subdivision thereof, as defined in sec-
tion 218(b)(2)) if, on the last day she was employed by such entity,
such service did not constitute "employment" as defined in section
210 for purposes of this title. The amount of the reduction in any
benefit under this subparagraph, if not a multiple of $0.10, shall be
rounded to the next higher multiple of $0.1 0.

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

WIDOWER'S IN5URANCE BENEFITS

(0(1) The widower (as defined in section 216(g)) and every surviv-
ing divorced husband (as defined in seciton 216(d)) of an individual
who died a fully insured individual, if such widower or such surviv-
ing divorced husband—

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

not attained age 60 and is under a disability (as defined in sec-
tion 223(d)) which began before the end of the period specified
in paragraph ((6)] (5),

(C)(i) has filed application for widower's insurance benefits or
was entitled to husband's insurance benefits, on the basis of
the wages and self-employment income of such individual, for
the month preceding the month in which she died, and (I) has
attained age 65 or (II) is not entitled to benefits under subsec-
tion (a) or section 223, or
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(ii) was entitled, on the basis of such wages and self-employ-
ment income, to father's insurance benefits for the month pre-
ceding the month in which he 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 (as determined after afiplication of
subparagraphs (B) and (C) of paragraph (3,)) of [his deceased
wife] such deceased individual,

shall be entitled to a widower's insurance benefit for each month,
beginning with—

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

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

(i) the first month after his waiting period (as defined in
paragraph ((7)] (6)) in which he becomes so entitled to
such insurance benefits, or

(ii) the first month during all of which he is under a dis-
ability and in which he becomes so entitled to such insur-
ance benefits, but only if he was previously entitled to in-
surance benefits under this subsection on the basis of
being under a disability and such first month occurs (I) in
the period specified in paragraph ((6)] (5) and (II) after
the month in which a previous entitlement to such bene-
fits on such basis terminated,

and ending with the month preceding the first month in which any
of the following occurs: he remarries, dies, or becomes entitled to
an old-age insurance benefit equal to or exceeding the primary in-
surance amount (as determined after application of subparagraphs
(B) and (C) of paragraph (3)) of (his deceased wife] such deceased
individual, or, if he became entitled to such benefits before he at-
tained age 60, subject to section 223(e), the termination month
(unless he attains age 65 on or before the last day of such termina-
tion month). For purposes of the preceding sentence, the termina-
tion month for any individual shall be the third month following
the month in which his disability ceases; except that, in the case of
an individual who has a period of trial work which ends as deter-
mined by application of section 222(cX4)(A), the termination month
shall be the earlier of (I) the third month following the earliest
month after the end of such period of trial work with respect to
which such individual is determined to no longer be suffering from
a disabling physical or mental impairment, or (II) the third month
following the earliest month in which such individual engages or is
determined able to engage in substantial gainful activity, but in no
event earlier than the first month occurring after the 15 months
following such period of trial work in which he engages or is deter-
mined able to engage in substantial gainful activity.

(2)(A) The amount of a widower's insurance benefit for each
month (as determined after application of the provisions of subsec-
tions (k) and (q), paragraph (3XB), and paragraph ((5)] (4) shall be
reduced (but not below zero) (by an amount equal to the amount
of any monthly periodic benefit] by an amount equal to one-third
of the amount of any monthly periodic benefit payable to such wid-
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ower for such month which is based upon his earnings while in the
service of the Federal Government or any State (Or any political
subdivision thereof, as defined in section 218(b)(2)) if, on the last
day he was employed by such entity, such service did not constitute
"employment" as defined in section 210 for purposes of this title.
The amount of the reduction in any benefit under this subpara-
graph, if not a multiple of $0.10, shall be rounded to the next
higher multiple of $0.10.

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

((3)(A) Except as provided in subsection (q), paragraph (2) of this
subsection, and subparagraph (B) of this paragraph, such widower's
insurance benefit for each month shall be equal to the primary in-
surance amount (as determined after application of the following
sentence) of his deceased wife. If such deceased individual.]

(3)(A) Except as provided in subsection (q), paragraph (2) of this
subsection, and subparagraph (D) of this paragraph, such widower's
insurance benefit for each month shall be equal to the primary in-
surance amount (as determined for purposes of this subsection after
application of subparagraphs (B) and (C)) of such deceased individu-
al.

(B)(i) For purposes of this subsection, in any case in which such
deceased individual dies before attaining age 62 and section
215(a)(1) (as in effect after December 1978) is applicable in determin-
ing such individual primary insurance amount—

(I) such primary insurance amount shall be determined under
the formula set forth in section 215(a)(1)(B,)(i) and (ii) which is
applicable to individuals who initially become eligible for old-
age insurance benefits in the second year after the year specified
in clause (ii),

(II) the year specified in clause (ii) shall be substituted for the
second calendar year specified in section 215(b)(3)(A)(ii)(I), and

(III) such primary insurance amount shall be increased under
section 215(i) as if it were the primary insurance amount re-
ferred to in section 215(i)(2)(A)(ii)(II), except that it shall be in-
creased only for years beginning after the first year after the
year specified in clause (ii).

(ii) The year specified in this clause is the earlier of—
(I) the year in which the deceased individual attained age 60,

or would have attained age 60 had she lived to that age, or
(II) the second year preceding the year in which the widower

first meets the requirements of paragraph (1)(B) or the second
year preceding the year in which the deceased individual died,
whichever is later.

(iii) This subparagraph shall apply with respect to any benefit
under this subsection only to the extent its application does not
result in a primary insurance amount for purposes of this subsection
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which is less than the primary insurance amount otherwise deter-
mined for such deceased individual under section 215.

(C) If such deceased individual was (or upon application would
have been) entitled to an old-age insurance benefit which was in-
creased (Or subject to being increased) on account of delayed retire-
ment under the provisions of subsection (w), then, for purposes of
this subsection, such individual's primary insurance amount, if less
than the old-age insurance benefit (increased, where applicable,
under section (215(0(5) or (6)] 215(f)(5), 215(f)(6), or 215(f)('D)(B) and
under section 215(i) as if such individual were still alive in the case
of an individual who has died) which she was receiving (or would
upon application have received) for the month prior to the month
in which she died, shall be deemed to be equal to such old-age in-
surance benefit, and (notwithstanding the provisions of paragraph
(3) of such subsection (w)) the number of increment months shall
include any month in the months of the calendar year in which she
died, prior to the month in which she died, which satisfy the condi-
tions in paragraph (2) of such subsection (w).

((B)] (D) If the deceased (wife] individual (on the basis of
whose wages and self-employment income a widower or surviving
divorced husband is entitled to widower's insurance benefits under
this subsection) was, at any time, entitled to an old-age insurance
benefit which was reduced by reason of the application of subsec-
tion (q), the widower's insurance benefit of such widower or surviv-
ing divorced husband for any month shall, if the amount of the
widower's insurance benefit of such widower or surviving divorced
husband (as determined under subparagraph (A) and after applica-
tion of subsection (q)) is greater than—

(i) the amount of the old-age insurance benefit to which such
deceased (wife] individual would have been entitled (after ap-
plication of subsection (q)) for such month if such (wife] indi-
vidual were still living and section (215(0(5) or (6)] 215(f)(5),
215(f)(6), or 215(f)(9)(B) were applied, where applicable; and

(ii) 82'/2 percent of the primary insurance amount (as deter-
mined without regard to subparagraph (C)) of such deceased
(wife] individual;

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

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

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

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

((5) If a widower, after attaining age 60, marries, such marriage
shall, for purposes of paragraph (1), be deemed not to have oc-
curred.]

(4) For purposes of paragraph (1), if—
(A) a widower or surviving divorced husband marries after

attaining age 60 (or after attaining age 50 if he was entitled
before such marriage occurred to benefits based on disability
under this subsection), or
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(B) a disabled widower or surviving divorced husband de-
scribed in paragraph (1XBXii) marries after attaining age 50,

such marriage shall be deemed not to have occurred.
[(6)] (5) The period referred to in paragraph (1)(b)(ii), in the case

of any widower or surviving divorced husband, is the period begin-
ning 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 his benefits are or would be
based, [or]

(B) the last month for which he was entitled to father's insur-
ance benefits on the basis of the wages and self-employment
income of such individual, or

[(B)] (C) the month in which a previous entitlement to wid-
ower's insurance benefits on the basis of such wages and self-
employment 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 fol-
lowing the month with which such period began.

[(7)] (6) The waiting period referred to in paragraph (1)(F), in
the case of any widower or surviving divorced husband, is the earli-
est 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 flied, or (ii) the
first day of the fifth month before the month in which the
period specified in paragraph [(6)] (5) begins.

[(8)] (7) In the case of an individual entitled to monthly insur-
ance benefits payable under this section for any month prior to
January 1973 whose benefits were not redetermined under section
102(g) of the Social Security Amendments of 1972, such benefits
shall not be redetermined pursuant to such section, but shall be in-
creased pursuant to any general benefit increase (as defined in sec-tion 215(i)(3)) or any increase in benefits made under or pursuant
to section 2 15(i), including for this purpose the increase provided ef-
fective for March 1974, as though such redetermination had been
made.

MOTHER'S AND FATHER'S INSURANCE BENEFITS

(g)(1) The [widow] surviving spouse and every surviving di-
vorced [mother] parent (as defined in section 216(d)) of an individ-ual who died a fully or currently insured individual, if such[widow] surviving spouse or surviving divorced [mother]parent—

(A) is not married,
(B) is not entitled to a [widow's] surviving spouse insurancebenefit,
(C) is not entitled to old-age insurance benefits, or is entitled

to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such individual,
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(D) has filed application for mother's insurance benefits, or
was entitled to (wife's insurance benefits] a spouse's insur-
ance benefit on the basis of the wages and self-employment
income of such individual for the month preceding the month
in which (he] such individual died,

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

(F) in the case of a surviving divorced (mother] parent—
(i) the child referred to in subparagraph (E) is his or her

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

payable on the basis of such individual's wages and self-
employment income,

shall (subject to subsection (s)) be entitled to a mother's or father's
insurance benefit for each month, beginning with the first month
(after August 1950] in which he or she becomes so entitled to
such insurance benefits and ending with the month preceding the
first month in which any of the following occurs: no child of such
deceased individual is entitled to a child's insurance benefit, such
(widow] surviving spouse or surviving divorced (mother] parent
becomes entitled to an old-age insurance benfit equal to or exceed-
ing three-fourths of the primary insurance amount of such de-
ceased individual, he or she becomes entitled to a (widow's] sur-
viving spouse's insurance benefit, he or she remarries, or he or she
dies. Entitlement to such benefits shall also end, in the case of a
surviving divorced (mother] parent, with the month immediately
preceding the first month in which no son, daughter, or legally
adopted child of such surviving divorced (mother] parent is enti-
tled to a child's insurance benefit on the basis of the wages and
self-employment income of such deceased individual.

(2) Except as provided in paragraph (4) of this subsection, such
mother's or father's insurance benefit for each month shall be
equal to three-fourths of the primary insurance amount of such de-
ceased individual.

(3) In the case of a widow surviving spouse or surviving divorced
(mother] parent who marries-i—

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

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

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

(4)(A) The amount of a mother's or father's insurance benefit for
each month to which any individual is entitled under this subsec-
tion (as determined after application of subsection (k)) shall be re-
duced (but not below zero) (by an amount equal to the amount of
any monthly periodic benefit] by an amount equal to one-third of
the amount of any monthly periodic benefit payable to such individ-
ual for such month which is based upon such individual's earnings
while in the service of the Federal Government or any State (or po-
litical subdivision thereof, as defined in section 218(b)(2)) if, on the
last day such individual was employed by such entity, such service
did not constitute "employment" as defined in section 210 for pur-
poses of this title. The amount of the reduction in any benefit under
this subparagraph, if not a multiple of $0.10, shall be rounded to
the next higher multiple of $0.1 0.

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

PARENT'S INSURANCE BENEFITS

(h)(1) Every parent (as defined in this subection) of an individual
who died a fully insured individual if such parent—

(A) has attained age 62,
(B)(i) was receiving at least one-half of his support from such

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

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

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

(E) has filed application for parent's insurance benefits,
shall be entitled to a parent's insurance benefit for each month be-
ginning with the first month after August 1950 in which such
parent becomes so entitled to such parent's insurance benefits and
ending with the month preceding the first month in which any of
the following occurs: such parent dies, marries, or becomes entitled
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to an old-age insurance benefit equal to or exceeding 82½ percent
of the primary insurance amount of such deceased individual if the
amount of the parent's insurance benefit for such month is deter-
minable under paragraph (2)(A) (or 75 percent of such primary in-
surance amount in any other case).

(2XA) Except as provided in subparagraphs (B) and (C), such par-
ent's insurance benefit for each month shall be equal to 8½ per-
cent of the primary insurance amount of such deceased individual.

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

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

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

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

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

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

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

or subsection (b), (c), (e), (0, or (g) or
(B) an individual who has attained the age of eighteen and is

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

* * * * * * *
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APPLICATION FOR MONTHLY INSURANCE BENEFITS

(j)(1) Subject to the limitations contained in paragraph (4), an in-
dividual who would have been entitled to a benefit under subsec-
tion (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—

(A) the end of the twelfth month immediately succeeding
such month in any case where the individual (i) is filing appli
cation for a benefit under subsection (e) or (f), and satisfies
paragraph (1)(B) of such subsection by reason of clause (ii)
thereof, or (ii) is filing application for a benefit under subsec-
tion (b), (c), or (d) on the basis of the wages and self-employ-
ment income of a person entitled to disability insurance bene-
fits, or

(B) the end of the sixth month immediately succeeding such
month in any case where subparagraph (A) does not apply.

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 certi-
fied 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 re-
quirements for such benefits shall be deemed a valid application
(and shall be deemed to have been filed in such first month) only if
the applicant satisfies the requirements for such benefits before the
Secretary makes a final decision on the application and no request
under section 205(b) for notice and opportunity for a hearing there-
on is made or, if such a request is made, before a decision based
upon the evidence adduced at the hearing is made (regardless of
whether such decision becomes the final decision of the Secretary).

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

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

(B)(i) If the individual applying for retroactive benefits is apply-
ing for such benefits under subsection (a), and there are one or
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more other persons who would (except for subparagraph (A)) be en-
titled for any month, on the basis of the wages and self-employ-
ment income of such individual and because of such individual's
entitlement to such retroactive benefits, to retroactive benefits
under subsection (b), (c), or (d) not subject to reduction under sub-
sections (q), then subparagraph (A) shall not apply with respect to
such month or any subsequent month.

(ii) If the individual applying for retroactive benefits is a widow,
surviving divorced wife, or widower and is under a disability (as de-
fined in section 223(d)), and such individual would, except for sub-
paragraph (A), be entitled to retroactive benefits as a disabled
widow or widower or disabled surviving divorced wife for any
month before attaining the age of 60, then subparagraph (A) shall
not apply with respect to such month or any subsequent month.

(iii) Subparagraph (A) does not apply to a benefit under subsection
(e) or (f) for the month immediately preceding the month of applica-
tion, if the insured individual died in that preceding month.

((iii)] (iv) If the individual applying for retroactive benefits has
excess earnings (as defined in section 203W) in the year in which
he or she files an application for such benefits which could, except
for subparagraph (A), be charged to months in such year prior to
the month of application, then subparagraph, (A) shall not apply to
so many of such months immediately preceding the month of appli-
cation as are required to charge such excess earnings to the maxi-
mum extent possible.

((iv)] (v) As used in this subparagraph, the term "retroactive
benefits" means benefits to which an individual becmes entitled for
a month prior to the month in which application for such benefits
is filed.

SIMULTANEOUS ENTITLEMENT TO BENEFIT5

(k)(1) A child, entitled to child's insurance benefits on the basis of
the wages and self-employment income of an insured individual,
who would be entitled, on filing application, to child's insurance
benefits on the basis of the wages and self-employment income of
some other insured individual, shall be deemed entitled, subject to
the provisions of paragraph (2) hereof, to child's insurance benefits
on the basis of the wages and self-employment income of such
other individual if an application for child's insurance benefits on
the basis 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 insurance benefits on the basis of
the wages and self-employment income of both such insured indi-
viduals.

(2)(A) Any child who under the preceding provisions of this sec-
tion is entitled for any month to child's insurance benefits on the
wages and self-employment income of more than one insured indi-
vidual shall, notwithstanding such provisions, be entitled to only
one of such child's insurance benefits for such month. Such child's
insurance benefits for such month shall be the benefit based on the
wages and self-employment 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 bene-



207

fit to which such child could be entitled under subsection (d) (with-
out the application of section 203(a)) or subsection (m) if entitle-
ment to such benefit would not, with respect to any person, result
in a benefit lower (after the application of section 203(a)) than the
benefit which would be applicable if such child were entitled on the
wages and self-employment income of the individual with the
greatest primary insurance amount. Where more than one child is
entitled to child's insurance benefits pursuant to the preceding pro-
visions 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)](e)(3) or [(f)(5)](f)(4) applies) who, under the preceding pro-
visions of this section and under the provisions of section 223, is
entitled for any month to more than one monthly insurance benefit
(other than old-age or disability insurance benefit) under this title
shall be entitled to only one such monthly benefit for such month,
such benefit to be the largest of the monthly benefits to which he
(but for this subparagraph (B)) would otherwise be entitled for such
months. Any individual who is entitled for any month to more
than one widow's or widower's insurance benefit to which subsec-
tion [(e)(4)](e)(3) or [W(5)](fX) applies shall be entitled to only
one such benefit for such month, such benefit to be the largest of
such benefits.

(3)(A) If an individual is entitled to an old-age or disability insur-
ance benefit for any month and to any other monthly insurance
benefit for such month, such other insurance benefit for such
month after any reduction under subsection (q), subsection (e)(2) or
(0(3), and any reduction under section 203(a), shall be reduced, but
not below zero, by an amount equal to such old-age or disability in-
surance benefit (after reduction under such subsection (q)).

(B) If an individual is entitled for any month to a widow's or wid-
ower's insurance benefit to which subsection [(e)(4)](e)(3) or
[(fX5)](f)() applies and to any other monthly insurance benefit
under section 202 (other than an old-age insurance benefit), such
other insurance benefit for such month, after any reduction under
subparagraph (A), any reduction under subsection (q), and any re-
duction under section 203(a), shall be reduced, but not below zero,
by an amount equal to such widow's or widower's insurance benefit
after any reduction or reductions under such subparagraph (A) and
such section 203(a).

(4) Any individual who, under this section and section 223, is en-
titled for any month to both an old-age insurance benefit and a dis-
ability insurance benefit under this title shall be entitled to only
the larger of such benefits for such month, except that, if such indi-
vidual so elects, he shall instead be entitled to only the smaller of
such benefits for such month.
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[As Applicable After the Enactment of Section 2 of P.L. 97—123]

MINIMUM 5URVIVOR'5 BENEFIT

(m)(1) In any case in which an individual is entitled to a monthly
benefit under this section on the basis of a primary insurance
amount computed under section 215 (a) or (d), as in effect after De-
cember 1978, on the basis of the wages and self-employment income
of a deceased individual for any month and no other person is
(without the application of subsection (JX1)) entitled to a monthly
benefit under this section for that month on the basis of such
wages and self-employment income, that individual's benefit
amount for that month, prior to reduction under subsection (k)(3),
shall not be less than that provided by subparagraph (C)(i)(I) of sec-
tion 215(a)(1) and increased under section 215(i) for months after
(May] November of the year in which the insured individual died
as though such benefit were a primary insurance amount.

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

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

(B) $84.50 reduced under subsection (q)(1) as if retirement
age as specified in subsection ((q)(6)(A)(ii)] (qX6)(B) were age
62 instead of the age specified in subsection (q)(9), if his first
month of entitlement to such benefit is before the month in
which he attained age 62.

(3) In the case of any individual whose benefit amount was com-
puted (or recomputed) under the provisions of paragraph (2) and
such individual was entitled to benefits under subsection (e) or (0
for a month prior to any month after 1972 for which a general
benefit increase under this title (as defined in section 215(i)(3)) or a
benefit increase under section 215(i) becomes effective, the benefit
amount of such individual as computed under paragraph (2) with-
out regard to the reduction specified in subparagraph (B) thereof
shall be increased by the percentage increase applicable for such
benefit increase, prior to the application of subsection (q)(1) pursu-
ant to paragraph (2)(B) and subsection (q)(4).

* * * * * * *

REDUCTION OF BENEFIT AMOUNT5 FOR CERTAIN BENEFICIARIES

(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 re-
tirement age, the amount of such benefit for such month and for
any subsequent month shall, subject to the succeeding paragraphs
of this subsection, be reduced by—

(A) % of 1 percent of such amount if such benefit is an old-
age insurance benefit, 25/36 of 1 percent of such amount if such
benefit is a wife's or husband's insurance benefit, or '%o of 1
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percent of such amount if such benefit is a widow's or widow-
er's insurance benefit, multiplied by—

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

(ii) if less, the number of such months in the adjusted reduc-
tion period for such benefit (determined under paragraph (7)),if such benefit is (I) for the month in which such individual at-
tains age 62, or (II) for the month in which such individual at-
tains retirement age [;

[and in the case of a widow or widower whose first month of enti-
tlement to a widow's or widower's insurance benefit is a month
before the month in which such widow or widower attains age 60,
such benefit, 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%4 of 1 percent of the amount of such benefit, multi-plied 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 in-
dividual attains age 62, or

[(ii) if less, the number of months in the additional adjusted
reduction period for such benefit (determined under paragraph
(7)), if such benefit is for the month in which such individual
attains age 62 or any month thereafter.].

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

(3)(A) If the first month for which an individual both is entitledto 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 wasfirst 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 tothe succeeding paragraphs of this subsection) such wife's, hus-band's, widow's, or widower's insurance benefit for each month
shall be reduced as provided in subparagraph (B), (C), or (D).

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

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



210

(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 insur-
ance benefit (before reduction under this subsection) over such
old-age insurance benefit (before reduction under this subsec-
tion).

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

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

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

(D) For any month for which such individual is entitled neither
to an old-age insurance benefit nor to a disability insurance bene-
fit, such individual's wife's, husband's, widow's, or widower's insur-
ance benefit shall 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 subsection (e)(1) in the case of a widow or surviving divorced
wife or subsection (0(1) in the case of a widower or surviving di-
vorced husband, be) entitled to a widow's or widower's insurance
benefit to which such individual was first entitled for a month
before she or he attained retirement age, then such old-age insur-
ance benefit shall be reduced by whichever of the following is the
larger:

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

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

(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 subsec-
tion (e)(1) in the case of a widow or surviving divorced wife or sub-
section (0(1) in the case of a widower or surviving divorced hus-
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band, be) entitled to a widow's or widower's insurance benefit to
which such individual was first entitled for a month before she or
he attained retirement age, then such disability insurance benefit
shall be reduced by whichever of the following is the larger:

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

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
under paragraph (1) if the period specified in paragraph
(6)((A)] ended with the month before the month in which she
or he attained age 62 and (II) the amount by which such dis-
ability insurance benefit would be reduced under paragraph (2)
if it were equal to the excess of such disability insurance bene-
fit (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 dis-
ability insurance benefit (when such first month occurs before the
month in which such individual attains the age of 62) is a month
for which such individual is also (or would, but for subsection (e)(1)
in the case of a widow or surviving divorced wife or subsection (0(1)
in the case of widower or surviving divorced husband, be) entitled
to a widow's or widower's insurance benefit, then such disability in-
surance benefit for each month shall be reduced by the amount
such widow's or widower's insurance benefit would be reduced
under paragraphs (1) and (4) for such month as if the period speci-
fied in (paragraph (6)(A) (or, if such paragraph does not apply, the
period specified in paragraph (6)(B))] paragraph (6) ended with the
month before the first month for which she or he most recently
became entitled to a disability insurance benefit.

(H) Notwithstanding subparagraph (A) of this paragraph, if the
first month for which an individual is entitled to a widow's or wid
ower's insurance benefit is a month for which such individual is
also entitled to an old-age insurance benefit to which such individu-
al was first entitled for that month or for a month before she or he
became entitled to a widow's or widower's benefit, the reduction in
such widow's or widower's insurance benefit shall be determined
under paragraph (1).

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

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

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

then the amount of the reduction of such benefit (after the applica-
tion of any adjustment under paragraph (7)) for each month begin-
ning with the month of such increase in the primary insurance
amount shall be computed under paragraph (1) or (3), whichever
applies, as though the increased primary insurance amount had
been in effect for and after the month for which the individual first
became entitled to such monthly benefit reduced under such para-
graph (1) or (3).
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(5)(A) No wife's or husband's insurance benefit shall be reduced
under this subsection—

(i) for any month before the first month for which there is in
effect a certificate filed by him or her with the Secretary, in
accordance with regulations prescribed by him, in which he or
she elects to receive wife's or husband's insurance benefits re-
duced as provided in this subsection, or

(ii) for any month in which he or she has in his or her care
(individually or jointly with the person on whose wages and
self-employment income (her] the wife's or husband's insur-
ance benefit is based) a child of such person entitled to child's
insurance benefits.

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

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

(ii) for months, in the period designated by (the woman]
the individual filing such certificate, of one or more consecu-
tive 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 he or she attains age 62, nor shall it be
effective for any month to which subparagraph (A)(ii) applies.

(C) If (a woman] an individual does not have in his or her care
a child described in subparagraph (A)(ii) in the first mbnth for
which he or she is entitled to a wife's or husband's insurance bene-
fits, and if such first month is a month before the month in which
he or she attains age 65, he or she shall be deemed to have filed in
such first month the certificate described in subparagraph (A)(i).

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

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

wife's, husband's, widow's, or widower's insurance benefit is
the period—

((i) beginning—
((I) in the case of an old-age or husband's insurance

benefit, with the first day of the first month for which
such individual is entitled to such benefit, or

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

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

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

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

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

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

(6) For purposes of this subsection, the "reduction period" for an
individual's old-age, wife's, husband's, widow's, or widower's insur-
ance benefit is the period—

(A) beginning—
(i) in the case of an old-age insurance benefit, with the

first day of the first month for which such individual is
entitled to such benefit,

(ii) in the case of a wife s or husband s insurar ce benefit,
with the first day of the first month for which a certificate
described in paragraph (5)(AXi) is effective, or

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

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

((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 re-
duction period" for an individual's, widow's, or widower's insurance
benefit is the additional reduction period prescribed by paragraph
(6)(B) for such benefit, excluding from each such period—]

(7) For purposes of this subsection, the "adjustçd 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) for such benefit, excluding—

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

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

(C) in the case of wife's or husband's insurance benefits, any
month for which such individual was not entitled to such bene-
fits because of the occurrence of an event that terminated her
or his entitlements to such benefits,
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(D) in the case of widow's or widower's insurance benefits,
any month in which the reduction in the amount of such bene-
fit 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 retirement age, for which she or he was not entitled
to such benefit because of the occurrence of an event that ter-
minated 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 before application of section 215(g). If the amount of any
reduction computed under paragraph (1), (2), or (3) is not a multip'e
of $0.10, it shall be increased to the next higher multiple of $0.10.

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

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

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

(B) in the case of widow's and widowers insurance benefits
for the month in which such individual attains age 62, by mul-
tiplying such amount by the, ratio of (i) the number of months
in the reduction period beginning with age 62 multiplied by '%o
of 1 percent, plus the number of months in the adjusted re-
duction period prior to age 62 multiplied by 19/4 of 1 percent
(,plus the number of months in the adjusted additional reduc-
tion period multiplied by /24o of 1 percent] to (ii) the number
of months in the reduction period multiplied by 19/4 of 1 per-
cent, (plus the number of months in the additional reduction
period multiplied by /24o of 1 percent,] and

(C) in the case of widow's and widower's insurance benefits
for the month in which such individual attains age 65, by mul-
tiplying such amount by the ratio of (1) the number of months
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in the adjusted reduction period multplied by 19/4 of 1 percent
(,plus the number of months in the adjusted additional reduc-
tion period multiplied by /24o of 1 percent] to (ii) the number
of months in the reduction period beginning with age 62 multi-
plied by 19/4 of 1 percent, plus the number of months in the
adjusted reduction period prior to age 62 multiplied by 19/4 of
1 percent, [plus the number of months in the adjusted addi-
tional reduction period multiplied by /24o of 1 percent.]

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

* * * * * * *

CHILD OvER SPECIFIED AGE TO BE DISREGARDED FOR CERTAIN BENEFIT
PURPOSES UNLESS DISABLED

(s)(1) For the purposes of subsections (b)(1), (c)(1), (g)(1), (q)(5), and
(q)(7) of this section and paragraphs (2), (3), and (4) of section 203(c),
a child who is entitled to child's insurance benefits under subsec-
tion (d) for any month, and who has attained the age of 16 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 (0(4), and so much of subsections (bX3), (d)(5),
(e)(3), (g)(3), and (h)(4)] So much of subsections (b)('S), (c)(4), (d)(5),
(g)('S), and (h)(4) of this section as precedes the semicolon, shall not
apply in the case of any child unless such child, at the time of the
marriage referred to therein, was under a disability (as defined in
section 223(d)) or had been under such a disability in the third
month before the month in which such marriage occurred.

(3) [So much of subsections (b)(3), (d)(5), (e)(3), (g)(3), and (h)(4) of
this section as follows the semicolon, the last sentence] The last
sentence of subsection (c) of section 203, subsection (fXl)(C) of sec-
tion 203, and subsections (b)(3)(B), (c)(6)(B), (fX3)(B), and (g)(6)(B) of
section 216 shall not apply in the case of any child with respect to
any month referred to therein unless in such month or the third
month prior thereto such child was under a disability (as defined in
section 223(d)).

INCREASE IN OLD-AGE INSURANCE BENEFIT AMOUNTS ON ACCOUNT OF
DELAYED RETIREMENT

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

((A) 1/12 of 1 percent of such amount, or, in the case of an
individual who first becomes eligible for an old-age insurance
benefit after December 1978, one-quarter of 1 percent of such
amount, multiplied by]

(A) the applicable percentage (as determined under paragraph
(6')) of such amount, multiplied by
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(B) the number (if any) of the increment months for such in-
dividual.

(2) For purposes of this subsection, the number of increment
months for any individual shall be a number equal to the total
number of the months—

(A) which have elapsed after the month before the month in
which such individual attained age 65 or (if later) December
1970 and prior to the month in which such individual attained
age (72], 70, and

(B) with respect to which—

(i) such individual was a fully insured individual (as de-
fined in section 214(a)), and

(ii) such individual either was not entitled to an old-age
insurance benefit or suffered deductions under section
203(b) or 203(c) in amounts equal to the amount of such
benefit.

(3) For purposes of applying the provisions of paragraph (1), a de-
termination shall be made under paragraph (2) for each year, be-
ginning 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-
age insurance benefits beginning with benefits for January of the
year following the year for which such determination is made;
except that the total number applicable in the case of an individual
who attains (age 72 after 1972] age 70 shall be determined
through the month before the month in which he attains such age
and shall be applicable to his old-age insurance benefit beginning
with the month in which he attains such age.

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

(5) If an individual's primary insurance amount is determined
under paragraph (3) of section 2 15(a) as in effect in December 1978,
or section 215(a)(1)(C)(i) as in effect thereafter, and, as a result of
this subsection, he would be entitled to a higher old-age insurance
benefit if his primary insurance amount were determined under
section 215(a) (whether before, in, or after December 1978) without
regard to such paragraph, such individual's old-age insurance bene-
fit based upon his primary insurance amount determined under
such paragraph shall be increased by an amount equal to the dif-
ference 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.

(6) For purposes of paragraph (1)(A), the "applicable percentage"
8—

(A) 1/ of 1 percent in the case of an individual who first be-
comes eligible for an old-age insurance benefit in any calendar
year before 1979;

(B) 1/4 of 1 percent in the case of an individual who first be-
comes eligible for an old-age insurance benefit in any calendar
year after 1978 and before 1987;

(C) in the case of an individual who first becomes eligible for
an old-age insurance benefit in a calendar year after 1986 and
before 2005, a percentage equal to the applicable percentage in
effect under this paragraph for persons who first became eligi-
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ble for an old-age insurance benefit in the preceding calendar
year (as increased pursuant to this subparagraph), plus 144 of 1
percent if the calendar year in which that particular individual
first becomes eligible for such benefit is not evenly divisble by 2;
and

(D) 2/ of 1 percent in the case of an individual who first be-
comes eligible for an old-age insurance benefit in a calendar
year after 2004.

REDUCTION OF INSURANCE BENEFITS

MAXIMUM BENEFITS

SEC. 203. (a)(1) In the case of an individual whose primary insur-
ance amount has been computed or recomputed under section
215(a)(1) or (4), or section 215(d), as in effect after December 1978,
the total monthly benefits to which beneficiaries may be entitled
under section 202 or 223 for a month on the basis of the wages and
self-employment income of such individual shall, except as pro-
vided by paragraphs (3) and (6) (but prior to any increases resulting
from the application of paragraph (2)(A)(ii)(III) of section 215(i)), be
reduced as necessary so as not to exceed—

(A) 150 percent of such individual's primary insurance
amount to the extent that it does not exceed the amount estab-
lished with respect to this subparagraph by paragraph (2),

(B) 272 percent of such individual's primary insurance
amount to the extent that it exceeds the amount established
with respect to subparagraph (A) but does not exceed the
amount established with respect to this subparagraph by para-
graph (2),

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

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

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

(2)(A) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming so eligi-
ble for such benefits), in the calendar year 1979, the amounts estab-
lished with respect to subparagraphs (A), (B), and (C) of paragraph
(1) shall be $230, $332, and $433, respectively.

(B) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming so eligi-
ble for such benefits), in any calendar year after 1979, each of the
amounts so established shall equal the product of the correspond
ing amount established for the calendar year 1979 by subparagraph
(A) of this paragraph and the quotient obtained under subpara-
graph (BXii) of section 215(a)(1), with such product being rounded in
the manner prescribed by section 215(a)(1)(B)(iii).
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(C) In each calendar year after 1978 the Secretary shall publish
in the Federal Register, on or before November 1, the formula
which (except as provided in section 215(i)(2)(D)) is to be applicable
under this paragraph to individuals who become eligible for old-age
or disability insurance benefits, or who die (before becoming eligi-
ble for such benefits), in the following calendar year.

(D) A year shall not be counted as the year of an individual's
death or eligibility for purposes of this paragraph or paragraph (8)
in any case where such individual was entitled to a disability insur-
ance benefit for any of the 12 months immediately preceding the
month of such death or eligibility (but there shall be counted in-
stead the year of the individual's eligibility for the disability insur-
ance benefits to which he was entitled during such 12 months).

(3)(A) When an individual who is entitled to benefits on the basis
of the wages and self-employment income of any insured individual
and to whom this subsection applies would (but for the provisions
of section 202(k)(2)(A)) be entitled to child's insurance benefits for a
month on the basis of the wages and self-employment income of
one or more other insured individuals, the total monthly benefits
to which all beneficiaries are entitled on the basis 1 12 of such
wages and self-employment income shall not be reduced under this
subsection to less than the smaller of—

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

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

(ii) an amount (I) initially equal to the product of 1.75 and
the primary insurance amount that would be computed under
section 215(aXl), for January of the year determined for pur-
poses of this clause under the following two sentences, with re-
spect to average indexed monthly earnings equal to one-twelfth
of the contribution and benefit base determined for that year
under section 230, and (II) thereafter increased in accordance
with the provisions of section 215(i)(2)(A)(ii).

The year established for purposes of clause (ii) shall be 1983 or, if it
occurs later with respect to any individual the year in which oc-
curred the month that the application of the reduction provisions
contained in this subparagraph began with respect to benefits pay-
able on the basis of the wages and self-employment income of the
insured individual. If for any month subsequent to the first month
for which clause (ii) applies (with respect to benefits payable on the
basis of the wages and self-employment income of the insured indi-
vidual) the reduction under this subparagraph ceases to apply, then
the year determined under the preceding sentence shall be redeter-
mined (for purposes of any subsequent application of this subpara-
graph with respect to benefits payable on the basis of such wages
and self-employment income) as though this subparagraph had not
been previously applicable.
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(B) When two or more persons were entitled (without the applica-
tion of section 202(jXl) 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 less than the largest of—

(i) the amount determined under this subsection without
regard to this subparagraph,

(ii) 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

(iii) if any persons are entitled to benefits on the basis of
such wages and self-employment income for the month before
the effective month (after September 1972) of a general benefit
increase under this title (as defined in section 215(i)(3)) or a
benefit increase under the provisions of section 215(i), an
amount equal to the sum of amounts derived by multiplying
the benefit ampunt determined under this title (excluding any
part thereof determined under section 202(w)) for the month
before each effective month (including this subsection, but
without the application of section 222(b), section 202(q), and
subsections (b),.(c), and (d) of this section), for each such person
for such month, by a percentage 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 round-
ed to the next lower multiple of $0.10);

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

(C) When any of such individuals is entitled to monthly benefits
as a divorced spouse under section 202(b) or (c) or as a surviving
divorced spouse under section 202(e) or (0 for any month, the bene-
fit to which he or she is entitled on the basis of the wages and self-
employment income of such insured individual for such month
shall be detemined without regard to this subsection, and the bene-
fits of all other individuals who are entitled for such month to
monthly benefits under section 202 on the wages and self-employ-
ment income of such insured individual shall be determined as if
no such divorced spouse or surviving divorced spouse were entitled
to benefits for such month.

(4) In any case in which benefits are reduced pursuant to the pre-
ceding provisions of this subsection, the 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 sub-
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section in the total of monthly benefits to which individuals are en-
titled 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 disabilty insurance benefit shall be proportionately de-
creased.

(5) Notwithstanding any other provisions 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-employ-
ment income of an insured individual and (for such particular
month) the provisions of this subsection are applicable to such
monthly benefits, and

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

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

(6) Notwithstanding any of the preceding provisions of this sub-
section other than paragraphs (3)(A), (3)(C), and (5) (but subject to
section 215(i)(2)(A)(ii), the total monthly benefits to whi'h benefici-
aries may be entitled under sections 202 and 223 for any month on
the basis of the wages and self-employment income of an individual
entitled to disability insurance benefits, whether or not such total
benefits are otherwise subject to reduction under this subsection
but after any reduction under this subsection which would other-
wise be applicable, shall be, reduced or further reduced (before the
application of section 224) to the smaller of—

(A) 85 percent of such individual's average indexed monthly
earnings (or 100 percent of his primary insurance amount, if
larger), or

(B) 150 percent of such individual's primary insurance
amount.

(7) In the case of any individual who is entitled for any month to
benefits based upon the primary insurance amounts of two or more
insured individuals, one or more of which primary insurance
amounts were determined under section 215(a) or 215(d) as in effect
(without regard to the table contained therein) prior to January
1979 and one or more of which primary insurance amounts were
determined under section 215(a)(1) or (4), or section 215(d), as in
effect after December 1978, the total benefits payable to that indi-
vidual and all other individuals entitled to benefits for that month
based upon those primary insurance amounts shall be reduced to
an amount equal to (the product of 1.75 and the primary insur-
ance amount that would be computed under section 215(a)(1) for
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that month with respect to average indexed monthly earnings
equal to one-twelfth of the contribution and benefit base deter-
mined under section 230 for the year in which that month occurs]
the amount determined in accordance with the provisions of para-
graph (3(A)(ii) of this subsection, except that for this purpose the ref-
erences to subparagraph (A) in the last two sentences of paragraph
(3)(A) shall be deemed to be references to paragraph (7).

(8) Subject to paragraph (7), this subsection as in effect in Decem-
ber 1978 shall remain in effect with respect to a primary insurance
amount computed under section 2 15(a) or (d), as in effect (without
regard to the table contained therein) in December 1978, except
that a primary insurance amount so computed with respect to an
individual who first becomes eligible for an old-age or disability in-
surance benefit, or dies (before becoming eligible for such a bene-
fit), after December 1978, shall instead be governed by this section
as in effect after December 1978. For purposes of the preceding sen-
tence, the phrase "rounded to the next higher multiple of $0.10",
as it appeared in subsection (a)(2)(C) of this section as in effect in
December 1978, shall be deemed to read "rounded to the next
lower multiple of $0.10".

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

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

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

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

then the amount of the benefit to which each such person is enti-
tled for months after May 1978 shall be increased (after such re-
ductions are made under this subsection) to the amount such bene-
fits would have been if the benefit of the person or persons referred
to in subparagraph (B) had not been so increased.

DEDUCTIONS ON ACCOUNT OF WORK

(b)(1) Deductions, in amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or
payments under this title to which an individual is entitled, and
from any payment or payments to which any other persons are
entitled on the basis of such individual's wages and self-employment
income, until the total of such deductions equals—

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

[(2)](B) 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
provisions of subsection (f) of this section, equal to the total of
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benefits referred to in clause ((1) and (2)](A) and (B). If the excess
earnings so charged are less than such total benefits, such deduc-
tions 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 insurance benefits, or a person who is enti-
tled to mother's or father's insurance benefits, is married to an in-
dividual entitled to old-age insurance benefits under section 202(a),
such child or such person, as the case may be, shall, for the pur-
poses 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 ,uch individual entitled to old-age insurance benefits. If
a deduction has already been made under this subsection with re-
spect 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 excess earn-
ings under subsection (f), only to the extent of the total of his bene-
fits remaining after such earlier deductions have been made. For
purposes of this subsubsection and subsection (f)—

((A)](i) an individual shall be deemed to be entitled to pay-
ments under section 202 equal to the amount of the benefit or
benefits to which he is entitled under such section after the ap-
plication of subsection (a) of this section, but without the appli-
cation of the (penultimate sentence] first sentence of para-
graph (4) thereof; and

((B)](ii) if a deduction is made with respect to an individ-
ual's benefit or benefits under section 202 because of the occur-
rence 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
considered to be entitled to any benefits under such section 202
for such month.

(2) When any of the other persons referred to in paragraph (1XB)
is entitled to monthly benefits as a divorced spouse under section
202 (b) or (c) for any month, the benefit to which he or she is enti-
tled on the basis of the wages and self-employment income of the
individual referred to in paragraph (1) for such month shall be de-
termined without regard to thth subsection, and the benefits of all
other individuals who are entitled for such month to monthly bene-
fits under section 202 on the basis of the wages and self-employment
income of such individual referred to in paragraph (1) shall be de-
termined as if no such divorced spouse were entitled to benefits for
such month.

(DEDUCTION5 ON ACCOUNT OF NONCOvERED WORK OUT5IDE THE
UNITED 5TATE5 OR FAILURE TO HAVE CHILD IN CARE

((c) Deductions, in such amounts and at such time or times as
the Secretary shall determine, shall be made from any payment or
payments 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'20
and on seven or more different calendar days of which he en-
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gaged 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 care
(individually or jointly with her husband) a child of her hus-
band entitled to a child's insurance benefit and such wife's in-
surance benefit for such month was not reduced under the pro-
visions of section 202(q); or

((3) in which such individual, if a widow entitled to a moth-
er'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 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,
daughter, or legally adopted child and (B) is entitled to a
child's insurance benefit on the basis of the wages and self-em-
ployment income of her deceased former husband.

(For purposes of paragraphs (2), (3), and (4) of this subsection, a
child shall not be considered to be entitled to a child's insurance
benefit for any month in which paragraph (1) of section 202(s) ap-
plies or an event specified in section 222(b) occurs with respect to
such child. Subject to paragraph (3) of such section 202(s), no deduc-
tion 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 in-
surance 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 wid-
ower's insurance benefit for any month in which the widower is en-
titled and has not attained age 65 (but only if he became so entitled
prior to attaining age 60).]

DEDUCTIONS ON ACCOUNT OF NONCOVERED WORK OUTSIDE THE
UNITED STA TES OR FAILURE TO HAVE CHILD IN CARE

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

(1) in which such individual is under the age of seventy and
for more than forty-five hours of which such individual en-
gaged in noncovered remunerative activity outside the United
States;

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

(3) in which such individucjl, if a widow or widower entitled
to a mother's or father's insurance benefit, did not have in his
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or her care a child or his or her deceased spouse entitled to a
child's insurance benefit; or

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

For purposes of paragraphs (2), (3,), and (4) of this subsection, a child
shall not be considered to be entitled to a child's insurance benefit
for any month in which paragraph (1) of section 202(s) applies or an
event specified in section 222(b) occurs with respect to such child.
Subject to paragraph (3) of such section 202(s), no deduction 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 benefit for
any month in which the widow or surviving divorced wife is enti-
tled and has not attained age C5 (but only if she became so entitled
prior to attaining age CO), or from any widower's insurance benefit
for any month in which the widower or surviving divorced husband
is entitled and has not attained age C5 (but only if he became so
entitled prior to attaining age CO).

DEDUCTIONS FROM DEPENDENTS' BENEFITS ON ACCOUNT OF NON-
COVERED WORK OUTSIDE THE UNITED STATES BY OLD-AGE INSURANCE

BENEFICIARY

(d)(1)(A) 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, divorced husband, or child is
entitled, until the total of such deductions equals such wife's, hus-
band's, or child's insurance benefit or benefits under section 202 for
any month in which such individual is under the age of seventy
and on seven or more different calendar days of which he engaged
in noncovered remunerative activity outside the United States.

(B) When any divorced spouse is entitled to monthly benefits
under section 202(b) or (c) for any month, the benefit to which he or
she is entitled for such month on the basis of the wages and self-
employment income of the individual entitled to old-age insurance
benefits referred to in subparagraph (A) shall be determined with-
out regard to this paragraph, and the benefits of all other individ-
uals who are entitled for such for such month to monthly benefits
under section 202 on the basis of the wages and self-employment
income of such individual referred to in subparagraph (A) shall be
determined as if no such divorced spouse were entitled to benefits
for such month.

(2) Deductions shall be made from any child's insurance benefit
to which a child who has attained the age of eighteen is entitled, or
from any mother's or father's insurance benefit to which a person
is entitled, until the total of such deductions equals such child's in-
surance benefit or benefits or mother's or father's insurance benefit
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or benefits under section 202 for any month in which such child or
person entitled to mother's or father's insurance benefits is mar-
ried to an individual who is entitled to old-age inurance benefits
and on seven or more different calendar days of which such indi-
vidual engaged in noncovered remunerative activity outside the
United States.

OCCURRENCE OF MORE THAN ONE EVENT

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

MONTHS TO WHICH EARNINGs ARE CHARGED

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

in paragraph (3)) shall be charged to months as follows: There
shall be charged to the first month of such taxable year an
amount of his excess earnings equal to the sum of the pay-
ments to which he and all other persons (excluding surviving
spouses referred to in subsection (b)(2)) are entitled for such
month under section 202 on the basis of his wages and self-em-
ployment income (Or the total of his excess earnings if such
excess earnings are less than such sum), and the balance, if
any, of such excess earnings shall be charged to each succeed-
ing month in such year to the extent, in the case of each such
month, of the sum of the payments to which such individual
and all such other persons are entitled for such month under
section 202 on the basis of his wages and self-employment
income, until the total of such excess has been so charged.
Where an individual is entitled to benefits under section 202(a)
and other persons (excluding divorced spouses referred to in
subsection (b)(2)) are entitled to benefits under section 202(b),
(c), or (d) on the basis of the wages and self-employment
income of such individual, the excess earnings of such individu-
al 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 indi-
vidual's taxable year. Notwithstanding the preceding provi-
sions of this paragraph but subject to section 202(s), no part of
the excess earnings of an individual shall be charged to any
month (A) for which such individual was not entitled to a bene-
fit under this title, (B) in which such individual was age seven-
ty or Over, (C) in which such individual, if a child entitled to
child's insurance benefits, has attained the age of 18, (D) for
which such individual is entitled to widow's insurance benefits
and has not attained age 65 (but only if she became so entitled
prior to attaining age 60) or widower's insurance benefits and
has not attained age 65 (but only if he became so entitled prior
to attaining age 60), (E) in which such individual did not
engage in self-employment and did not render services for
wages (determined as provided in paragraph (5) of this subsec-
tion) of more than the applicable exempt amount as deter-
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mined under paragraph (8), if such month is in the taxable
year in which occurs the first month after December 1977 that
is both (i) a month for which the individual is entitled to bene-
fits under subsection (a), (b), (c), (d), (e), (f), (g), or (h) of section
202 (without having been entitled for the preceding month to a
benefit under any other of such subsections), and (ii) a month
in which the individual did not engage in self-employment and
did not render services for wages (determined as provided in
paragraph (5)) of more than the applicable exempt amount as
determined under paragraph (8), or (F) in which such individu-
al did not engage in self-employment and did not render serv-
ices for wages (determined as provided in paragraph (5) of this
subsection) of more than the applicable exempt amount as de-
termined under paragraph (8), in the case of an individual enti-
tled to benefits under section 202(b) (but only by reason of
having a child in her care within the meaning of paragraph
(1)(B) of that subsection) or under section 202 (d) or (g), if such
month is in a year in which such entitlement ends for a reason
other than the death of such individual, and such individual is
not entitled to any benefits under this title for the month fol-
lowing the month during which such entitlement under section
202 (b), (d), or (g) ended.

(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),
(E), and (F) thereof.

(3) For purposes of paragraph (1) and subsection (h), an indi-
vidual's excess earnings for a taxable year shall be 50 per
centum of his earnings for such year in excess of the product
of the applicable exempt amount as determined under para-
graph (8), multiplied by the number of months in such year
except that, in determining an individual's excess earnings for
the taxable year in which he attains age 70, there shall be ex-
cluded any earnings of such individual for the month lxi which
he attains such age and any subsequent month (with any net
earnings or net loss from self-employment in such year being
prorated in an equitable manner under regulations of the Sec-
retary). The excess earnings as derived under the preceding
sentence, if not a multiple of $1 shall be reduced to the next
lower multiple of $1.

(4) For purposes of clause (E) of 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 pro-
vided in paragraph (5) of this subsection) his net earnings
or net loss from self-employment for any taxable year. The
Secretary 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.
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(B) An individual will be presumed, with respect to any
month, to have rendered services for wages (determined as
provided in paragraph (5) of this subsection) of more than
the applicable exempt amount as determined under para-
graph (8) until it is shown to the satisfaction of the Secre-
tary 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 of his wages for services rendered in such year and
his net earnings from self-employment for such year, minus (ii)
any net loss from self-employment 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 sec-
tion 211, except that paragraphs (1), (4), and (5) of section
211(c) shall not apply and the gross income shall be com-
puted 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 dis-
tributive share of loss described in section 702(a)(9) of the
Internal Revenue Code of 1954) taken into account under
clause (i) over the gross income (plus his distributive share
of income so described) taken into account under clause (i)

(C) For purposes of this subsection, an individual's wages
shall be computed without regard to the limitations as to
amounts of remuneration specified in subsection (a), (g)(2),
(g)(3), (h)(2), and (j) of section 209; and in making such computa-
tion services which do not constitute employment as defined in
section 210, performed within the United States by the individ-
ual as an employee or performed outside 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—
(i) an individual who has attained the age of 65 on or

before the last day of the taxable year, and who shows to
the satisfaction of the Secretary that he or she is receiving
royalties attributable to a copyright or patent obtained
before the taxable year in which he or she attained such
age and that the property to which the copyright or patent
relates was created by his or her own personal efforts, or

(ii) an individual who has become entitled to insurance
benefits under this title, other than benefits under section
223 or benefits payable under section 202(d) by reason of
being under a disability, and who shows to the satisfaction
of the Secretary that he or she is receiving, in a year after
his or her initial year of entitlement to such benefits, any
other income not attributable to services performed after
the month in which he or she initially became entitled to
such benefits,
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there shall be excluded from gross income any such royalties
or other income.

(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 satisfaction of
the Secretary that they were paid for services performed in an-
other taxable year. If such reports with respect to an individu-
al show his wages for a calendar year, such individual's tax-
able year shall be presumed to be a calendar year for purposes
of this subsection until it is shown to the satisfaction of the
Secretary that his taxable year is not a calendar year.

(7) Where an individual's excess earnings are charged to a
month and the excess earnings so charged are less than the
total of the payments (without regard to such charging) to
which all persons (excluding divorced spouses referred to in sub-
section (b)(2)) are entitled under section 202 for such month on
the basis of his wages and self-employment income, the differ-
ence between such total and the excess so charged to such
month shall be paid (if it is otherwise payable under this title)
to such individual and other persons in the proportion that the
benefit to which each of them is entitled (without regard to
such charging, without the application of section 202(k)(3), and
prior to the application of section 203(a)) bears to the total of
the benefits to which all of them are entitled.

(8)(A) Whenever the Secretary pursuant to section 215(i) in-
creases benefits effective with the month of (June] December
following a cost-of-living computation quarter he shall also de-
termine and publish in the Federal Register on or before No-
vember 1 of the calendar year in which such quarter occurs
the new exempt amounts (separately states for individuals de-
scribed in subparagraph (D) and for other individuals) which
are to be applicable (unless prevented from becoming effective
by subparagraph (C)) with respect to taxable years ending in
(Or with the close of) the calendar year 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 calen-
dar year in which the benefit increase is effective, with respect
to such individual's taxable year which- ends, upon his death
during such year).

* * * * * * *

EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT

SEC. 205. (a) The Secretary shall have full power and authority to
make rules and regulations and to establish procedures, not incon-
sistent with the provisions of this title, which are necessary or ap-
propriate 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 hereunder.
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(b)(1) The Secretary is directed to make findings of fact, and deci-
sins as to the rights of any individual applying for a payment
under this title. Any such decision by the Secretary which involves
a determination of disability and which is in whole or in part unfa-
vorable to such individual shall contain a statement of the case, in
understandable language, setting forth a discussion of the evidence,
and stating the Secretary's determination and the reason or rea-
sons upon which it is based. Upon request by any such individual
or upon request by a wife, divorced wife, widow, surviving divorced
wife, surviving divorced mother, surviving divorced father, hus-
band, divorced husband, widower, surviving divorced husband,
child, or parent who makes a showing in writing that his or her
rights may be prejudiced by any decision the Secretary has ren-
dered, he shall give such applicant and such other individual rea-
sonable notice and opportunity for a hearing with respect 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 sixty days after notice of such decision
is received by the individual making such request. The Secretary is
further authorized, on his own motion, to hold such hearings and
to conduct such investigations and other proceedings as he may
deem necessary or proper for the administration of this title. In the
course of any hearing, investigation, or other proceeding, he may
administer oaths and affirmations, examine witnesses, and receive
evidence. Evidence may be received at any hearing before the Sec-
retary even though inadmissible under rules of evidence applicable
to court procedure.

(2) In any case where—
(A) an individual is a recipient of disability insurance bene-

fits, or of child's, widow's, or widower's insurance benefits
based on disability,

(B) the physical or mental impairment on the basis of which
such benefits are payable is found to have ceased, not to have
existed, or to no longer be disabling, and

(C) as a consequence of the finding described in subpara-
graph (B), such individual is determined by the Secretary not
to be entitled to such benefits,

any reconsideration of the finding described in subparagraph (B), in
connection with a reconsideration by the Secretary (before any
hearing under paragraph (1) on the issue of such entitlement) of
his determination described in subparagraph (C), shall be made
only after opportunity for an evidentiary hearing, with regard to
the finding described in subparagraph (B), which is reasonably ac-
cessible to such individual. Any reconsideration of a finding de-
scribed in subparagraph (B) may be made either by the State
agency or the Secretary where the finding was originally made by
the State agency, and shall be made by the Secretary where the
finding was originally made by the Secretary. In the case of a re-
consideration by a State agency of a finding described in subpara-
graph (B) which was originally made by the Secretary. In the case
of a reconsideration by a State agency of a finding described in sub-
paragraph (B) which was originally made by such State agency, the
evidentiary hearing shall be held by an adjudicatory unit of the
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State agency other than the unit that made the finding described
in subparagraph (B). In the case of a reconsideration by the Secre-
tary of a finding described in subparagraph (B) which was originally
made by the Secretary, the evidentiary hearing shall be held by a
person other than the person or persons who made the finding de-
scribed in subparagraph (B).

(cXl) For the purposes of this subsection—
(A) The term "year" means a calendar year when used with

respect to wages and a taxable year 159 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 husband, surviving di-
vorced mother, surviving divorced father, child, or parent, who
survives such individual.

(D) The term "period" when used with respect to self-employ-
ment income means a taxable year and when used with re-
spect to wages means—

(i) a quarter if wages were reported or should have been
reported on a quarterly basis on tax returns filed with the
Secretary of the Treasury or his delegate under section
6011 of the Internal Revenue Code of 1954 or regulations
thereunder (or on reports filed by a State under section
218(e) or regulations thereunder),

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

(iii) the half year beginning January 1 or July 1 in the
case of wages which were reported or should have been re-
ported for calendar year 1937.

* * * * * * *

USE OF DEATH CERTIFICATES TO CORRECT PROGRAM INFORMATION

(rXl) The Secretary is authorized to establish a program under
which —

(A) States (or political subdivisions thereof) voluntarily con-
tract with the Secretary to furnish the Secretary periodically
with information (in a form established by the Secretary in con-
sultation with the States) concerning individuals with respect
to whom death certificates (or equivalent documents main-
tained by the States or subdivisions) have been officially filed
with them;

(B) the Secretary compared such information on such individ-
uals with information on such individuaLs in the records being
used in the administration of this Act; and

(C) the Secretary makes any appropriate corrections in such
records to accurately reflect the status of such individuals.

(2) Each State (or political subdivision thereof) whwh furnishes
the Secretary with information on records of deaths in the State or
subdivision under this subsection shall be paid by the Secretary
from amounts available for administration of this Act the reason-
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able costs (established by the Secretary) for transcribing and trans-
mitting such information to the Secretary.

(3) In the case of individuals with respect to whom benefits are
provided by (or through) a Federal or State agency other than under
this Act, the Secretary may provide, through a cooperative arrange-
ment with such agency, for carrying out the duties described in
paragraph (1XB) with respect to such individuals if—

(A) under such arrangement the agency provides reimburse-
ment to the Secretary for the reasonable cost of carrying out
such arrangement, and

(B) such arrangement does not conflict with the duties of the
Secretary under paragraph (1).

(4) Information furnished to the Secretary under this subsection
may not be used for any purpose other than the purposes described
in this subsection and is exempt from disclosure under section 552
of title 5, United States Code, and from the requirements of section
552a of such title.

* * * * * * *

ASSIGNMENT

SEC. 207. (a) 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, gar-
nishment, or other legal process, or to the operation of any bank-
ruptcy or insolvency law.

(b) No other provision of law, enacted before, on, or after the date
of the enactment of this section, may be construed to limit, super-
sede, or otherwise modity the provisions of this section except to the
extent that it does so be expressed reference to this section.

* * * * * * *

DEFINITION OF WAGES

SEC. 209. For the purposes of this title, the term "wages" means
remuneration paid prior to 1951 which was wages for the purposes
of this title under the law applicable to the payment of such remu-
neration, and remuneration paid after 1950 for employment, in-
cluding the cash value of all remuneration paid in any medium
other than cash; except that, in the case of remuneration paid after
1950, such term shall not include—

(a) * * *

* * * * * * *

(e) Any payment made to, or on behalf of, an employee or his
beneficiary (1) from or to a trust exempt from tax under sec-
tion 165(a) of the Internal Revenue Code of 1939 at the time of
such payment or, in the case of a payment after 1954, under
sections 401 and 501(a) of the Internal Revenue Code of 1954,
unless such payment is made to an employee of the trust as
remuneration for services rendered as such employees 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 requirements of
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section 165(a)(3), (4), (5), and (6) of the Internal Revenue Code of
1939 or, in the case of a payment after 1954 and prior to 1963,
the requirements of section 401(a)(3), (4), (5), and (6) of the In-
ternal Revenue Code of 1954, or (3) under or to an annuity
plan which, at the time of any such payment after 1962, is a
plan described in section 403(a) of the Internal Revenue Code
of 1954, or (4) under or to a bond purchase plan which, at the
time of any such payment after 1962, is a qualified bond pur-
chase plan described in section 405(a) of the Internal Revenue
Code of 1954 (;], or (5) under a simplified employee pension (as
defined in section 4 08(k) of the Internal Revenue Code of 1954)
if at the time of the payment, it is reasonable to believe that
the employee will be entitled to a deduction under section
219(b)('2) of such Code for such payment;

(f) The payment by an employer (without deduction from the
remuneration of the employee)—

(1) of the tax imposed upon an employee under section
3101 of the Internal Revenue Code of 1954, or

(2) of any payment required from an employee under a
State unemployment compensation law,

with respect to remuneration paid to an employee for domestic
service in a private home of the employer or for agricultural
labor;

(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 business or for domestic service in a private home of
the employer;

(2) Cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home
of the employer, if the cash remuneration paid in such quarter
by the employer to the employee for such service is less than
$50. As used in this paragraph, the term "domestic service in a
private home of the employer" does not include service de-
scribed in section 210(fX5);

(3) Cash remuneration paid by an employer in any calendar
year to an employee for service not in the course of the em-
ployer's trade or business, if the cash remuneration paid in
such year by the employer to the employee for such service is
less than $100. As used in this paragraph, the term "service
not in the course of the employer's trade or business" does not
include domestic service in a private home of the employer and
does not include service described in section 210(fX5);

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

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

((i) Any payment (other than vacation or sick pay) made to
an employee after the month in which he attains age 62, if he
did not work for the employer in the period for which such
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payment is made. As used in this subsection, the term "sick
pay" includes remuneration for service in the employ of a
State, a political subdivision (as defined in section 218(b)(2)) of
a State, or an instrumentality of two or more States, paid to an
employee thereof for a period during which he was absent from
work because of sickness;]

* * * * * * *

(p) Any contribution, payment, or service, provided by an
employer which may be excluded from the gross income of an
employee, his spouse, or his dependents, under the provisions
of section 120 of the Internal Revenue Code of 1954 (relating to
amounts receive under qualified group legal services plans);
(or]

(q) Any payments made, or benefit furnished, to or for the
benefit of an employee if at the time of such payment or such
furnishing it is reasonable to believe that the employee will be
able to exclude such payment or benefit from income under
section 127 of the Internal Revenue Code of 1954 (.]; or

(r) The value of any meals or lodging furnished by or on
behalf of the employer if at the time of such furnishing it is
reasonable to believe that the employee will be able to exclude
such items from income under section 119 of the Internal Reve-
nue Code of 1954.

Nothing in the regulations prescribed for purposes of chapter 24 of
the Internal Revenue Code of 1954 (relating to income tax withhold-
ing) which provides an exclusion from 'wages" as used in such
chapter shall be construed to require a similar exclusion from
"wages" in the regulations prescribed for purposes of this title.

For purposes of this title, in the case of domestic service de-
scribed 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 pre-
scribed by regulations made under this title, be computed to the
nearest dollar. For the purpose of the computation to the nearest
dollar, the payment of a fractional part of a dollar shall be disre-
garded 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 re-
muneration so computed to the nearest dollar shall, in lieu of the
amount actually paid, be deemed to constitute the amount of cash
remuneration for purposes of subsection (g)(2).

For purposes of this title, in the case of an individual performing
service, as a member of a uniformed service, to which the provi-
sions of section 210(l)(1) are applicable, the term "wages" shall, sub-
ject to the provisions of subsection (a) of this section, include as
such individual's remuneration for such service only his basic pay
as described in section 102(10) of the Servicemen's and Veterans'
Survivor Benefits Act.

For purposes of this title, in the case of an individual performing
service, as a volunteer or volunteer leader within the meaning of
the Peace Corps Act, to which the provisions of section 210(o) are
applicable, (1) the term "wages" shall, subject to the provisions of
subsection (a) of this section, include as such individual's remu-
neration for such service only amounts certified as payable pursu-
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ant 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 em-
ployment. Such remuneration shall be deemed to be paid at the
time a written statement including such tips is furnished to the
employer pursuant to section 6053(a) of the Internal Revenue Code
of 1954 or (if no statement including such tips is so furnished) at
the time received.

For purposes of this title, in any case where an individual is a
member of a religious order (as defined in section 3121(r)(2) of the
Internal Revenue Code of 1954) performing service in the exercise
of duties required by such order, and an election of coverage under
section 3121(r) of such Code is in effect with respect to such order
or with respect to the autonomous subdivision thereof to which
such member belongs, the term "wages" shall, subject to the provi-
sions 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 perquisites furnished to such member
by such order or subdivision thereof or by any other person or or-
ganization pursuant to an agreement with such order or subdivi-
sion, except that the amount included as such individual's remu-
neration under this paragraph shall not be less than $100 a month.

For purposes of this title, in the case of an individual performing
service under the provisions of section 294 of title 28, United States
Code (relating to assignment of retired justices and judges to active
duty), the term "wages" shall, subject to the provisions of subsection
(a) of this section, include any payment under section 371(b) of such
title 28 which is received during the period of such service.

Nothing in any of the foregoing provisions of this section (other
than subsection (a)) shall exclude from the term "wages" any em-
ployer contribution—

(1) under a qualified cash or deferred arrangement (as de-
fined in section 4 01(k)) of the Internal Revenue Code of 1954 to
the extent not included in gross income by reason of section
402(a)(8) of such Code.

(2) under a cafeteria plan (as defined in section 125(d) of such
Code) to the extent the employee had the right to choose cash,
property, or other benefits which would be wages for purposes of
this title, or

(3) for an annuity contract described in section 403(b) of such
Code.

DEFINITION OF EMPLOYMENT

SEC. 210. For the purposes of this title—Employment
(a) The term "employment" means any service performed after

1936 and prior to 1951 which was employment for the purposes of
this title under the law applicable to the period in which such serv-
ice 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
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vessel or American aircraft under a contract of service which is en-
tered into within the United States or during the perfomance 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 em-
ployed on and in connection with such vessel or aircraft when out
side the United States, or ((B) outside the United States by a citi-
zen of the United States as an employee (i) of an American employ-
er (as defined in subsection (e)), or (ii) of a foreign subsidiary (as
defined in section 3121(1) of the Internal Revenue Code of 1954) of a
domestic corporation (as determined 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 sec-
tion 3121(1) of the Internal Revenue Code of 1954, with respect to
such subsidiary] (B) outside the United States by a citizen or resi-
dent of the United States as an employee (i) of an American em-
ployer (as defined in subsection (e) of this section), or (ii) of a for-
eign affiliate (as defined in section 3121(l)(8) of the Internal Reve-
nue Code of 1954) of an American employer during any period for
which there is in effect an agreement, entered into pursuant to sec-
tion 3121(1) of such Code, with respect to such affiliate, or (C) if it is
service, regardless of where or by whom performed, which is desig-
nated as employment or recognized as equivalent to employment
under an agreement entered into under section 233; except that, in
the case of service performed after 1950, such term shall not in-
clude—

(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
possession thereof, on a temporary basis to perform agricultur-
al labor;

(2) Domestic service performed in a local college club, or
local chapter of a college fraternity or sorority, by a student
who is enrolled and is regularly attending classes at a school,
college, or university;

(3)(A) Service performed by an individual in the employ of
his spouse, and service performed by a child under the age of
twenty-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,
performed by an individual in the employ of his son or daugh-
ter; 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 re-
sults in such spouse's being incapable of caring for a son,
daughter, stepson, or stepdaughter (referred to in clause
(ii)) for at least 4 continuous weeks in the calendar quarter
in which the service is rendered, and

(ii) a son, daughter, stepson, or stepdaughter of such em-
ployer is living in the home, and
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(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 (ii) the employer is not an
American employer;

[(5) Service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from
the tax imposed by section 1410 of the Internal Revenue Code
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 instrumentali-
ty was exempt from the tax imposed by section 1410 of the In-
ternal Revenue Code on December 31, 1950, and if such service
is covered by a retirement system established by such instru-
mentality; except that the provisions of this subparagraph
shall not be applicable to—

[(i) service performed in the employ of a corporation
which is wholly owned by the United States;

[(ii) service performed in the employ of a Federal land
bank, a Federal intermediate credit bank, a bank for 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 Production and Mar-
keting 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 Motion Picture Service, Navy Exchanges, Marine
Corps Exchanges, or other activities, conducted by an in-
strumentality of the United States subject to the jurisdic-
tion of the Secretary of Defense, at installations of the De-
partment of Defense for the comfort, pleasure, content-
ment, and mental and physical improvement of personnel
of such Department; or

[(v) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the
Coast Guard Exchanges or other activities, conducted by
an instrumentality of the Secretary of Transportation, at
installations of the Coast Guard for the comfort, pleasure,
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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 Commission-
er 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

section 5351(2) of title 5, United States Code (relating to
certain interns, student nurses, and other student employ-
ees of hospitals of the Federal Government), other than as
a medical or dental intern or a medical or dental resident
in training;

((v) by any individual as an employee serving on a tem-
porary basis in case of fire, storm, earthquake, flood, or
other similar emergency; or

((vi) by any individual to whom subchapter III of chap-
ter 83 of title 5, United States Code, does not apply be-
cause such individual is subject to another retirement
system (other than the retirement system of the Tennessee
Valley Authority);]

(5) Service performed in the employ of the United States or
any instrumentality of the United States, if such service—

(A) would be excluded from the term "employment" for
purposes of this title if the provisions of paragraphs (5) and
(6) of this subsection as in effect in January 1983 had re-
mained in effect, and

(B) is performed by an individual who (i) has been con-
tinuously in the employ of the United States or an instru-
mentality thereof since December 31, 1983 (and for this pur-
pose an individual who returns to the performance of such
service after being separated therefrom following a previous
period of such service shall nevertheless be considered upon
such return as having been continuously in the employ of
the United States or an instrumentality thereof regardless
of whether the period of such separation began before or
after December 31, 1983, if the period of such separation
does not exceed 365 consecutive days), or (ii) is receiving an
annuity from the Civil Service Retirement and Disability
Fund, or benefits (for service as an employee) under another
retirement system established by a law of the United States
for employees of the Federal Government or members of the
uniformed services;

except that this paragraph shall not apply with respect to—
(i) service performed as the President of Vice President of

the United States,
(ii) service performed—

(I) in a position placed in the Executive Schedule
under sections 5312 through 5317 of title 5, United
States Code,
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(II) as a noncareer appointee in the Senior executive
Service or a noncareer member of the Senior Foreign
Service, or

(III) in a position to which the individual is appoint-
ed by the President (or his designee) or the Vice Presi-
dent under section 105(a) ('1,), 106(a) (1), or 107(a) (1) or
(b) (1) of title 3, United States Code, if the maximum
rate of basic pay for such position is at or above the
rate for level V of the Executive Schedule,

(iii) service performed as the Chief Justice of the United
States, an associate justice of the Supreme Court, a judge of
a United States court of appeals, a judge of a United States
district court (including the district court of a territory), a
judge of the United States Claims Court, a judge of the
United States Court of International Trade, a judge of the
United States Tax Court, a United States magistrate, or a
referee in bankruptcy or United States bankrupty judge,

(iv) service performed as a Member, Delegate, or President
Commissioner of or to the Congress, or

(v) any other service in the legislative branch of the Fed-
eral Government if such service is performed by an individ-
ual who, December 31, 1983, is not subject to subchapter III
of chapter 83 of title 5, United States Code;

(6) Service performed in the employ of the United States if
such service in performed—

(A) in a penal institution of the United States by an
inmate thereof;

(B) by any individual as an employee included under sec-
tion 5351(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employee of
hospitals of the Federal Government), other than as a
medical or dental intern or a medical or dental resident in
training; or

(C) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood or other
similar emergency;

* * * * * * *

(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] paragraph shall not
apply to service performed by a member of such an order in the
exercise of such duties, if an election of coverage under section
3121(r) of the Internal Revenue Code of 1954 is in effect with re-
spect to such order, or with respect to the autonomous subdivision
thereof to which such member belongs;

((B) Service performed in the employ of a religions, charitable,
educational, or other organization described in section 501(c)(3) of
the Internal Revenue Code of 1954, which is exempt from income
tax under section 501(a) of such Code, but this subparagraph shall
not apply to service performed during the period for which a certif-
icate, filed pursuant to section 3 132(k) of the Internal Revenue
Code of 1954 (or deemed to have been so filed under paragraph (4)
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or (5) of such section 3121(k)), is in effect if such service is per-
formed by an employee—

((i) whose signature appears on the list filed (or deemed to
have been filed) by such organization under such section
3121(k),

((ii) who became an employee of such organization after the
calendar quarter in which the certificate (other than a certifi-
cate referred to in clause (iii)) was filed (or deemed to have
been filed), or

((iii) who, after the calendar quarter in which the certificate
was filed (or deemed to have been filed) with respect to a group
described in paragraph (1)(E) of such section 3121(k), became a
member of such group,

(except that this subparagraph shall apply with respect to service
performed by an employee as a member of a group described in
such paragraph (1)(E) with respect to which no certificate is (or is
deemed to be) in effect;]

* * * * * * *

MEDICARE QUALIFIED FEDERAL EMPLOYMENT

(p) For purposes of sections 226 and 226A, the term "medicare
qualified Federal employment" means any service which would
constitute "employment" as defined in subsection (a) of this section
but for the application of the (provisions of—

((1) subparagraph (A), (B), or (C)(i), (ii), or (vi) of subsection
(a)(6), or

((2) subsection (a)(5)] provisions of subsection (a)(5).

SELF-EMPLOYMENT

SEC. 211. For the purposes of this title—

NET EARNINGS FROM SELF-EMPLOYMENT

(a) The term "net earnings from self-employment" means the
gross income, as computed under chapter 1 of the Internal Revenue
Code, derived by an individual from any trade or business carried
on by such individual, less the deductions allowed under such chap-
ter which are attributable to such trade or business, plus his dis-
tributive share (whether or not distributed) of the ordinary net
income or loss, as computed under section 183 of such code, from
any trade or business carried on by a partnership of which he is a
member; except that in computing such gross income and deduc-
tions and such distributive share of partnership ordinary net
income or loss—

(1) * * *

* * * * * * *

((10) In the case of an individual who has been a resident of
the United States during the entire taxable year, the exclusion
from gross income provided by section 91 1(a)(2) of the Internal
Revenue Code of 1954 shall not apply; and]
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(10) the exclusion from gross income provided by section
911(a)(1) of the Internal Revenue Code of 1954 shall not apply;

and
(Effective with respect to taxable years beginning after Decem-

ber 31, 1981, and before January 1, 1984]
(10) in the case of an individual described in section

911(d)(1)(B) of the Internal Revenue Code of 1954, the exclusion
from gross income provided by section 911(a)(1) of such Code
shall not apply; and

* * * * * * *

SELF-EMPLOYMENT INCOME

(b) The term "self-employment income" means the net earnings
from self-employment derived by an individual (other than a non-
resident alien individual, except as provided by an agreement under
section 233) during any taxable year beginning after 1950; except
that such term shall not include—

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

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

(B) For any taxable year ending after 1954 and prior to
1959, (i) $4,200, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(C) For any taxable year ending after 1958 and prior to
1966, (i) $4,800, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(D) For any taxable year ending after 1965 and prior to
1968, (i) $6,600, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(E) For any taxable year ending after 1967 and begin-
ning prior to 1972, (i) $7,800, minus (ii) the amount of the
wages paid to such individual during the taxable year; and

(F) For any taxable year beginning after 1971 and prior
to 1973, (i) $9,000, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(G) For any taxable year beginning after 1972 and prior
to 1974, (i) $10,800, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(H) For any taxable year beginning after 1973 and prior
to 1975, (i) $13,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(I) For any taxable year beginning in any calendar year
after 1974, (i) an amount equal to the contribution and
benefit base (as determined under section 230) which is ef-
fective 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,
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Guam, or American Samoa shall not, for the purposes of this sub-
section, be considered to be a nonresident alien individual.

* * * * * * *

COMPUTATION OF PRIMARY INSURANCE AMOUNT

SEC. 215. For the purposes of this title—

PRIMARY INSURANCE AMOUNT

(a)(1)(A) The primary insurance amount of an individual shall
(except as otherwise provided in this section) be equal to the sum
of—

(i) (90 percent] the applicable percentage (determined under
paraçraph (8)) of the individual s average indexed monthly
earnings (determined under subsection (b)) to the extent that
such earnings do not exceed the amount established for pur-
poses of this clause by subparagraph (B),

(ii) (32 percent] the applicable percentage (determined under
paragraph (8)) of the individual s average indexed monthly
earnings to the extent that such earnings exceed the amount
established for purposes of clause (i) but do not exeed the
amount established for purposes of this clause by subpara-
graph (B), and

(iii) (15 percent] the applicable percentage (determined
under paragraph (8)) of the individual's average indexed
monthly earnings to the extent that such earnings exceed the
amount established for purposes of clause (ii),

rounded, if not a mutliple of $0.10, to the next lower multiple of
$0.10, and thereafter increased as provided in subsection (i).

(B)(i) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming eligible
of such benefits), in the calendar year 1979, the amount established
for purposes of clause (i) and (ii) of subparagraph (A) shall be $180
and $1,085, respectively.

(ii) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming eligible
of such benefits), in the calendar year 1979, each of the amounts so
established shall equal the product of the corresponding amount es-
tablished with respect to the calendar year 1979 under clause (i) of
this subparagraph and the quotient obtained by dividing—

(I) the average of the total wages (as defined in regulations of
the Secretary and computed without regard to the limitations
specified in section 209(a)) reported to the Secretary of the
Treasury or his delegate for the second calendar year preced-
ing the calendar year for which the determination is made, by

(II) the average of the total wages (as so defined and comput-
ed) reported to the Secretary of the Treasury or his delegate
for the calendar year 1977.

(iii) Each amount established under clause (ii) for any calendar
year shall be rounded to the nearest $1, except that any amounts so
established which is a multiple of $0.50 but not of $1 shall be rounded
to the next higher $1.
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(7)(A) In the case of an individual whose primary insurance
amount would be computed under paragraph (1) of this subsection,
who—

(i) attains age 62 after 1985 (except where he or she became
entitled to a disability insurance benefit before 1986 and re-
mained so entitled in any of the 12 months immediately preced-
ing his or her attainment of age 62), or

(ii) would attain age 62 after 1985 and becomes entitled to a
disability insurance benefit after 1985,

and who is entitled to a monthly periodic payment (including a pay-
ment determined under subparagraph (C)) based in whole or in part
upon his or her earnings for service which did not constitute "em-
ployment" as defined in section 210 for purposes of this title (hereaf-
ter in this paragraph and in subsection (d)(5) referred to as "non-
covered service "), the primary insurance amount of that individual
during his or her concurrent entitlement to such monthly periodic
payment and to old-age or disability insurance benefits shall be
computed or recomputed under subparagraph (B) with respect to the
initial month in which the individual becomes eligible for such
benefits. Notwithstanding the preceding sentence, in no case shall
the primary insurance amount of an insured individual be comput-
ed or recomputed under this paragraph if the monthly periodic pay-
ment to which such individual is entitled is based in whole or in
part on earnings derived from the performance of service as an em-
ployee of the United States, or of an instrumentality of the United
States, before 1971, and such service constituted "employment" as
defined in section 210(a).

(B) If paragraph (1) of this subsection would apply to such an in-
dividual (except for subparagraph (A) of this paragraph), there shall
first be computed an amount equal to the individual's primary in-
surance amount under the preceding paragraphs of this subsection,
except that for purposes of such computation the percentage of the
individual s average indexed monthly earnings established by sub-
paragraph (A)(i) of paragraph (1) shall be the applicable percentage
as determined under paragraph (8). There shall then be computed
(without regard to this paragraph) a second amount, which shall be
equal to the individual's primary insurance amount under the pre-
ceding paragraphs of this subsection, except that such second
amount shall be reduced by an amount equal to one-half of the por-
tion of the monthly periodic payment which is attributable to non-
covered service (with such attribution being based on the proportion-
ate number of years of noncovered service) and to which the individ-
ual is entitled (or is deemed to be entitled) for the initial month of
his or her eligibility for old-age or disability insurance benefits. The
individual's primary insurance amount shall be the larger of the
two amounts computed under this subparagraph (before the applica-
tion of subsection (i) and shall be deemed to be computed under
paragraph (1) of this subsection for the purpose of applying other
provisions of this title.

(C)(i) Any periodic payment which otherwise meets the require-
ments of subparagraph (A), but which is paid on other than a
monthly basis, shall be allocated on a basis equivalent to a monthly
payment (as determined by the Secretary), and such equivalent
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monthly payment shall constitute a monthly periodic payment for
purposes of this paragraph.

(ii) In the case of an individual who has elected to receive a peri-
odic payment that has been reduced so as to provide a survivors
benefit to any other individua4 the payment shall be deemed to be
increased (for purposes of any computation under this paragraph or
subsection (d)(5) by the amount of such reduction.

(iii) If an individual to whom subparagraph (A) applies is eligible
for a periodic payment beginning with a month that is subsequent
to the month in which he or she becomes eligible for old-age or dis-
ability insurance benefits, the amount of that payment (for purposes
of subparagraph (B)) shall be deemed to be the amount to which he
or she is, or is deemed to be, entitled (subject to clauses (i), (ii), and
(iv) of this subparagraph) in such subsequent month.

(iv) For purposes of this paragraph, the term "periodic payment"
includes a payment payable in a lump sum if it is a commutation
of; or a substitute for, periodic payments.

(8) The "applicable percentages" for purposes of clauses (i), (ii),
and (iii) of paragraph (1)(A), and the "applicable percentage" for
purposes of the first sentence of paragraph (7)(B), shall be deter-
mined as follows:

For individuals who
initially become eligible for

old-age or disability
insurance benefits, or who

die (before becoming eligible
for such benefits, in—

The applicable percentage

for purposes of
clause (i) of
paragraph

(1XA) is

for purposes of
clause (ii) of
paragraph
(1XA) is—

for purposes of
clause (iii) of
paragraph
(1XA) is—

for purposes of
the first

sentence ofpph
(7XB) is—

any year from 1979 through
1999

2000
2001
2002
2003
2004
2005
2006

2007 or thereafter

90.0
89.4
88.8
88.2
87.6
87.0
86.4
85.8
85.2

32.0
31.8
31.6
31.4
31.1
30.9
30.7
30.5
30.3

15.0
14.9
14.8
14.7
14.6
14.5
14.4
14.3
14.2

61.0
60.6
60.2
59.8
59.4
59.0
58.6
58.2
57.7

AVERAGE INDEXED MONTHLY EARNINGS; AVERAGE MONTHLY WAGE

(b)(1) * * *

* * * * * * *

(3)(A) Except as provided by subparagraph (B), the wages paid in
and self-employment income credited to each of an individual's
computation base years for purposes of the selection therefrom of
benefit computation years under paragraph (2) shall be deemed to
be equal to the product of—

(i) the wages and self-employment income paid in or credited
to such year (as determined without regard to this subpara-
graph), and

(ii) the quotient obtained by dividing—
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(I) the average of the total wages (as defined in regula-
tions of the Secretary and computed without regard to the
limitations specified in section 209(a)) reported to the Sec-
retary of the Treasury or his delegate for the second calen-
dar year (after 1976) preceding the earliest of the year of
the individual's death, eligibility for an old-age insurance
benefit, or eligibility for a disability insurance benefit
(except that the year in which the individual dies, or be-
comes eligible, shall not be considered as such year if the
individual was entitled to disability insurance benefits for
any month in the 12-month period immediately preceding
such death or eligibility, but there shall be counted instead
the year of the individual's eligibility for the disability in-
surance benefit to which he was entitled in such 12month
period), by

(II) the average of the total wages (as so defined and
computed) reported to the Secretary of the Treasury or his
delegate for the computation base year for which the de-
termination is made.

(B) Wages paid in or self-employment income credited to an in-
dividual's computation base year which—

(i) occurs after the second calendar year specified in subpara-
graph (A)(ii)(I), or

(ii) is a year treated under subsection (fX2)(C) as though it
were the last year of the period specified in paragraph (2)(B)(ii),

shall be available for use in determining an individual's benefit
computation years, but without applying subparagraph (A) of this
paragraph.

* * * * * * *

PRIMARY INSURANCE BENEFIT UNDER 1939 ACT

(d)(1) * * *

* * * * * * *

(5) In the case of an individual whose primary insurance amount
is not computed under paragraph (1) of subsection (a) by reason of
paragraph (4)(B)(ii) of that subsection, who—

(A) attains age 62 after 1985 (except where he or she became
entitled to a disability insurance benefit before 1986, and re-
mained so entitled in any of the 12 months immediately preced-
ing his or her attainment of age 62), or

(B) would attain age 62 after 1985 and becomes entitled to a
disability insurance benefit after 1985,

and who is entitled to a monthly periodic payment (including a pay-
ment determined under subsection (a)(7)(C)) based (in whole or in
part) upon his or her earnings in noncovered service, the primary in-
surance amount of such individual during his or her concurrent en-
titlement to such monthly periodic payment and to old-age or dis-
ability insurance benefits shall be the primary uzsurance amount
computed or recomputed under this subsection (without regard to
this paragraph and before the application of subsection (i)) reduced
by an amount equal to the smaller of—



245

(i) one-half of the primary insurance amount (computed with-
out regard to this paragraph and before the application of sub-
section (i)), or

(ii) one-half of the portion of the monthly periodic payment
(or payment determined under subsection (a)(7)(C)) which is at-
tributable to noncovered service (with such attribu'ion being
based on the proportionate number of years of noncovered serv-
ice) and to which that individual is entitled (or is deemed to be
entitled) for the initial month of his or her eligibility for old-
age or disability insurance benefits.

Notwithstanding the preceding sentence, in no case shall the pri-
mary insurance amount of an insured individual be computed or re-
computed under this paragraph if the monthly periodic payment to
which such individual is entitled is based in whole or in part on
earnings derived from the performance of service as an employee of
the United States, or of an instrumentality of the United States,
before 1971, and such service constituted "employment" as defined
in section 210(a).

* * * * * * *

RECOMPUTATION OF BENEFITS

(0(1) After an individual's primary insurance amount has been
determined under this section, there shall be no recomputation of
such individual's primary insurance amount except as provided in
this subsection or, in the case of a World War II veteran who died
prior to July 27, 1954, as provided in section 217(b).

* * * * * * *

(9)(A) In the case of an individual who becomes entitled to a peri-
odic payment determined under subsection (a)(7)(A) (including a
payment determined under subsection (a)(7)(C)) in a month subse-
quent to the first month in which he or she becomes entitled to an
old-age or disability insurance benefit, and whose primary insur-
ance amount has been computed without regard to either such sub-
section or subsection (d)(5), such individual's primary insurance
amount shall be recomputed, in accordance with either such subsec-
tion or subsection (d)(5), as may be applicable, effective with the
first month of his or her concurrent entitlement to such benefit and
such periodic payment.

(B) If an individual's primary insurance amount has been com-
puted under subsection (a)(7) or (d)(5), and it becomes necessary to
recompute that primary insurance amount under this subsection—

(i) so as to increase the monthly benefit amount payable with
respect to such primary insurance amount (except in the case of
the individual's death), such increase shall be determined as
though such primary insurance amount had initially been com-
puted without regard to subsection (a)(7) or (d)(5), or

(ii) by reason of the individual's death, such primary insur-
ance amount shall be recomputed without regard to (and as
though it had never been computed with regard to) subsection
(a)(7) or (dX5).
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COST-OF-LIVING INCREASES IN BENEFITS

(i)(1) For purposes of this subsection—
(A) the term "base quarter" means (i) the (calendar quarter

ending on March 31 in each year after 1974] calendar quarter
ending on September 30 in each year after 1982, or (ii) any
other calendar 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 subpargraph (A)(i) (in which the
Consumer Price Index prepared by the Department of Labor
exceeds, but not less than 3 per centum, such Index in the later
of (i) the last prior cost-of-living computation quarter which was
establish under this subparagraph, or (ii) the most recent calen-
dar quarter in which occurred the effective month of a general
benefit increase under this title]; with respect to which the
applicable increase percentage is 3 percent or more; except that
there shall be no cost-of-living computation quarter in any
calendar year if in the year prior to such year a law has been
enacted providing a general benefit increase under this title or if
in such prior year such a general benefit increase becomes
effective; [and]

(C) the term "applicable increase percentage" means—
(i) with respect to a base quarter or cost-of-living compu-

tation quarter in any calendar year before 1988, or in any
calendar year after 1987 for which the OASDI fund ratio is
20.0 percent or more, the CPI increase percentage; and

(ii) with respect to a base quarter or cost-of-living compu-
tation quarter in any calendar year after 1987 for which
the OASDI fund ratio is less than 20.0 percent, the CPI in-
crease percentage or the wage increase percentage, which-
ever (with respect to that quarter) is the lower;

(D) the term "CPI increase precentage' with respect to a base
quarter or cost-of-living computation quarter in any calendar
year, means the percentage (rounded to the nearest one-tenth of
1 percent) by which the Consumer Price Index for that quarter
exceeds such index for the most recent prior calendar quarter
which was a base quarter under subparagraph (A)(ii) or, if
later, the most recent cost-of-living computation quarter under
subparagraph (B);

(E) the term "wage increase percentage ", with respect to a
base quarter or cost-of-living computation quarter in any calen-
dar year, means the percentage (rounded to the nearest one-
tenth of 1 percent) by which the SSA average wage index for the
year immediately preceding such calendar year exceeds such
index for the year immediately preceding the most recent prior
calendar year which included a base quarter under subpara-
graph (A)(ii) or, if later, which included a cost-of-living compu-
tation quarter;

(F) the term "OASDI fund ratio ", with respect to any calen-
dar year, means the ratio of—

(i) the combined balance in the Federal Old-Age and Sur-
vivors Insurance Trust Fund and the Federal Disability In-
surance Trust Fund, reduced by the outstanding amount of
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any loan (including interest thereon) theretofore made to
either such Fund from the Federal Hospital Insurance
Trust Fund under section 201W, as of the beginning of such
year, to

(ii) the total amount which (as estimated by the Secre-
tary) will be paid from the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance
Trust Fund during such calendar year for all purposes au-
thorized by section 201 (other than payments of interest on,
or repayments of; loans from the Federal Hospital Insur-
ance Trust Fund under section 201W), but excluding any
transfer payments between such trust funds and reducing
the amount of any transfers to the Railroad Retirement Ac-
count by the amount of any transfers into either such trust
fund from that Account;

(G) the term "SSA average wage index ' with respect to any
calendar year, means the average of the total wages reported to
the Secretary of the Treasury or his delegate for the preceding
calendar year as determined for purposes of subsection
(b)(3)(A)(ii); and

((C)] (H) the Consumer Price Index for a base quarter, a
cost-of-living computation quarter, or any other calendar quar-
ter shall be the arithmetical mean of such index for the 3
months in such quarter.

(2)(A)(i) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1)(B)) 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] December of that year as provided in subpara-
graph (B), increase—

(I) the benefit amount to which individuals are entitled for
that month under section 227 or 228,

(II) the primary insurance amount of each other individual
on which benefit entitlement is based under this title, and

(III) the amount of total monthly benefits based on any pri-
mary insurance amount which is permitted under section 203
(and such total shall be increased, unless otherwise so in-
creased under another provision of this title, at the same time
as such primary insurance amount) or, in the case of a pri-
mary insurance amount computed under subsection (a) as in
effect (without regard to the table contained therein) prior to
January 1979, the amount to which the beneficiaries may be
entitled under section 203 as in effect in December 1978,
except as provided by section 203(a)(7) and (8) as in effect after
December 1978.

The increase shall be derived by multiplying each of the amounts
described in subdivisions (I), (II), and (III) (including each of those
amounts as previously increased under this subparagraph) [by the
same percentage (rounded to the nearest one—tenth of 1 percent) as
the percentage by which the Consumer Price Index for that cost-of-
living computation quarter exceeds such index for the most recent
prior calendar quarter which was a base quarter under paragraph
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(1)(A)(ii) or, if later, the most recent cost-of-living computation
quarter under paragraph (1)(B);J by the applicable increase percent-
age; and any amount so increased that is not a multiple of $0.10
shall be decreased to the next lower multiple of $0.10. Any increase
under this subsection in a primary insurance amount determined
under subparagraph (C)(i) of subsection (a)(1) shall be applied after
the initial determination of such primary insurance amount under
that subparagraph (with the amount of such increase, in the case
of an individual who becomes eligible for old-age or disability insur-
ance benefits or dies in a calendar year after 1979, being deter-
mined from the range of possible primary insurance amounts pub-
lished by the Secretary under the last sentence of subparagraph
(D)).

(iii) In the case of an individual who becomes eligible for an old-
age or disability insurance benefit, or who dies prior to becoming so
eligible, in a year in which, there occurs an increase provided
under clause (ii), the individual's primary insurance amount (with-
out regard to the time of entitlement to that benefit) shall be in-
creased (unless otherwise so increased under another provision of
this title and, with respect to a primary insurance amount deter-
mined under subsection (a)(1)(C)(i)(I) in the case of an individual to
whom that subsection (as in effect in December 1981) applied, sub-
ject to the provisions of subsection (a)(1)(C)(i) and clauses (iv) and (v)
of this subparagraph (as then in effect) by the amount of that in-
crease and subsequent applicable increases, but only with respect
to benefits payable for months after (May] November of that year.

(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] No-
vember of the calendar 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] November 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 para-
graph (1)(A)(ii)) or, if later, the most recent cost-of-living computa-
tion quarter, the Secretary shall (within 5 days after such publica-
tion) report the amount of such excess to the House Committee on
Ways and Means and the Senate Committee on Finance.

(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he shall
notify the House Committee on Ways and Means and the Senate
Committee on Finance of such determination within 30 days after
the close of such quarter,281 indicating the amount of the benefit
increase to be provided, his estimate of the extent to which the cost
of such increase would be met by an increase in the contribution
and benefit base under section 230 and the estimated amount of
the increase in such base, the actuarial estimates of the effect of
such increase, and the actuarial assumptions and methodology
used in preparing such estimates.

(iii) The Secretary shall determine and promulgate the OASDI
fund ratio and the SSA wage index for each calendar year before
November 1 of that year, based upon the most recent data then



249

available, and shall include a statement of such fund ratio and
wage index (and of the effect such ratio and the level of such index
may have upon benefit increases under this subsection) in any noti-
fication made under clause (ii) and any determination published
under subparagraph (D).

(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 Regis-
ter at that time (i) a revision of the range of the primary insurance
amounts which are possible after the application of this subsection
based on the dollar amount specified in subparagraph (C)(i) of sub-
section (a)(1) (with such revised primary insurance amounts consti-
tuting the increased amounts determined for purposes of such sub-
paragraph (C)(i) under this subsection), or specified in subsection
(a)(3) as in effect prior to 1979, and (ii) a revision of the range of
maximum family benefits which correspond to such primary insur-
ance amounts (with such maximum benefits being effective not-
withstanding section 203(a) except for paragraph (3)(B) thereof (or
paragraph (2) thereof as in effect prior to 1979)). Notwithstanding
the preceding sentence, such revision of maximum family benefits
shall be subject to paragraph (6) of section 203(a) (as added by sec-
tion 101(a)(3) of the Social Security Disability Amendments of
1980).

(3) As used in this subsection, the term "general benefit increase
under this title" means an increase (other than an increase under
this subsection) in all primary insurance amounts on which month-
ly insurance benefits under this title are based.

(4) This subsection as in effect in December 1978, as modified by
the application of the amendments made by sections 111(b)(2) and
112 of the Social Security Act Amendments of 1983, shall continue
to apply to subsection (a) and (d), as then in effect, for purposes of
computing the primary insurance amount of an individual to
whom subsection (a), as in effect after December 1978, does not
apply (including an individual to whom subsection (a) does not
apply in any year by reason of paragraph (4)(B) of that subsection
(but the application of this subsection in such cases shall be modi-
fied by the application of subdivision (I) in the last sentence of
paragraph (4) of that subsection)), "except that for this purpose, in
applying paragraphs (2)(A)(ii), (2)(D)(iv), and (2)(D)(v) of this subsec-
tion as in effect in December 1978, the phrase "increased to the
next higher multiple of $0.10" shall be deemed to read "decreased
to the next lower multiple of $0.10". For purposes of computing pri-
mary insurance amounts and maximum family benefits (other than
primary insurance amounts and maximum family benefits for indi-
viduals to whom such paragraph (4)(B) applies), the Secretary shall
publish in the Federal Register revisions of the table of benefits
contained in subsection (a), as in effect in December 1978, as re-
quired by paragraph (2)(D) of this subsection as then in effect.

(5)(A) If—
(i) with respect to any calendar year the "applicable increase

percentage" was determined under caluse (ii) of paragraph (1)(C)
rather than under clause (i) of such paragraph, and the in-
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crease becoming effective under paragraph (2) in such year was
accordingly determined on the basis of the wage increase per-
centage rather than the CPI increase percentage (or there was
no such increase becoming effective under paragraph (2) in that
year because the wage increase percentage was less than 3 per-
cent), and

(ii) for any subsequent calendar year in which an increase
under paragraph (2) becomes effective the OASDI fund ratio is
greater than 32.0 percent,

the each of the amounts described in subdivisions (I), (II), and (III)
of paragraph (2)(A)(ii), as increased under paragraph (2) effective
with the month of December in such subsequent calendar year, shall
be further increased (effective with such month) by an additional
percentage, which shall be determined under subparagraph (B) and
shall apply as provided in subparagraph (C).

(B) The applicable additional percentage by which the amounts
described in subdivisions (I), (II), and (III) of paragraph (2XA)(ii) are
to be further increased under subparagraph (A) in the subsequent
calendar year involved shall be the difference between—-

(i) the compounded percentage benefit increases that would
have been paid if all increases under paragraph (2) had been
made on the basis of the CPI increase percentage, and

(ii) the compounded percentage benefit increases that were ac-
tually paid under paragraph (2) and this paragraph,

with such increases being measured—
(iii) in the case of amounts described in subdivision (I) of

paragraph (2)(A)(ii), over the period beginning with the calen-
dar year in which the individual first became entitled to
monthly benefits described in such subdivision and ending with
such subsequent calendar year, and

(iv) in the case of amounts described in subdivisions (II) and
(III) of paragraph (2)(A)(ii), over the period beginning with the
calendar year in which the individual whose primary insurance
amount is increased under such subdivision (II) initially
became eligible for an old-age or disability insurance benefit, or
died before becoming so eligible, and ending with such subse-
quent calendar year;

except that if the Secretary determines in any case that the applica-
tion (in accordance with subparagraph (C)) of the additional per-
centage as computed under the preceding provisions of this subpara-
graph would cause the OASDI fund ratio to fall below 32.0 percent
in the calendar year immediately following such subsequent year, he
shall reduce such applicable additional percentage to the extent nec-
essary to ensure that the OASDI fund ratio will remain at or above
32.0 percent through the end of such following year.

(C) Any applicable additional percentage increase in an amount
described in subdivision (I), (II), or (III) of paragraph (2XA)(ii),
made under this paragraph in any calendar year, shall thereafter be
treated for all the purposes of this Act as a part of the increase
made in such amount under paragraph (2) for that year.

OTHER DEFINITIONS

SEC. 216. For the purposes of this title—
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Spouse; Surviving Spouse

(a)(1) The term "spouse" means a wife as defined in subsection (b)
or a husband as defined in subsection (f).

(2) The term "surviving spouse" means a widow as defined in sub-
section (c) or a widower as defined in subsection (g).

* * * * * * *

(DIVORCED WIVES; DIVORCE] DIVORCED 5POU5ES; 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 10 291 years immediately before the date the divorce
became effective.

(2) the term "surviving divorced wife" means a woman divorced
from an individual who has died, but only if she had been married
to the individual for a period of 10 291 years immediately before
the date the divorce became effective.

(3) The term "surviving divorced mother" means a woman di-
vorced from an individual who has died, but only if (A) she is the
mother of his son or daughter, (B) she legally adopted his son or
daughter while she was married to him and while such son or
daughter was under the age of 18, (C) he legally adopted her son or
daughter while she was married to 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 term "divorced husband 'means a man divorced from an
individual, but only if he had been married to such individual for a
period of 10 years immediately before the date the divcrce became
effective.

(5) The term "surviving divorced husband" means a man divorced
from an individual who has died, but only if he had been married
to the individual for a period of 10 years immediately before the di-
vorce became effective.

((4)] (6) The terms "divorce" and "divorced" refer to a divorce a
vinculo matrimonii.

* * * * * * *

HUSBAND

(f) The term "husband" means the husband of an individual, but
only if (1) he is the father of her son or daughter, (2) he was mar-
ried to her for a period of not less than one year immediately pre-
ceding the day on which his application is filed, or (3) in the month
prior to the month of his marriage to her (A) he was entitled to, or
on application therefor and attainment of age 62 in such prior
month would have been entitled to, benefits under subsections (c) (0
or (h) of section 202, (B) he had attained age eighteen and was enti-
tled 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 upon application there-
for 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 par-
ent's insurance annuity under section 2 of the Railroad Retirement
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Act of 1974, as amended. For purposes of clause (2), a husband shall
be deemed to have been married to an individual for a period of
one year throughout the month in which occurs the first anniversa-
ry of his marriage to her.

Widower

(g) The term "widower" (except when used in the first sentence
of section 202(i)) means the surviving husband of an individual, but
only if (1) he is the father of her son of daughter, (2) he legally
adopted her son or daughter while he was married to her and
while such son or daughter was under the age of eighteen (3) she
legally adopted his son or daughter while he was married to her
and while such son or daughter was under the age of eighteen, (4)
he was married to her at the time both of them legally adopted a
child under the age of eighteen, (5) he was married to her for a
period of not less than nine months immediately prior to the day
on which she died, or (6) in the month before the month of his mar-
riage to her (A) he was entitled to, or on application therefor and
attainment of age 62 in such prior month would have been entitled
to, benefits under subsection (c), (f) or (h) of section 202, (B) he had
attained age eighteen and was entitled to, or on application there-
for would have been entitled to, benefits under subsection (d) of
such section (subject, however, to section 202(s)), or (C) he was enti-
tled 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
section 2 of the Railroad Retirement Act of 1974, as amended.

DETERMINATION OF FAMILY STATUS

(h)(1)(A) * * *

* * * * * * *

(3) An applicant who is the son or daughter of a fully or current-
ly insured individual, but who is not (and is not deemed to be) the
child of such insured individual under paragraph (2), shall never-
theless be deemed to be the child of such insured individual if:

(A) in the case of an insured individual entitled to old-age in-
surance 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 or her son or daughter,
(II) has been decreed by a court to be the mother or

father of the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his or
her son or daughter,

and such acknowledgement, court decree, or court order
was made not less than one year before such insured mdi-
vidual became entitled to old-age insurance benefits or at-
tained age 65, whichever is earlier; or
(ii) such insured individual is shown by evidence satisfac-

tory to the Secretary to be the mother or father of the ap-
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plicant and was living with or contributing to the support
of the applicant at the time (such insured individual
became entitled to benefits or attained age 65, whichever
first occurred;] such applicant's application for benefits
was filed;

(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 or she was enti-
tled to old-age insurance benefits—

(i) such insured individual—
(I) has acknowledged in writing that the applicant is

his or her son or daughter,
(II) has been decreed by a court to be the mother or

father of the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his or
her son or daughter,

and such acknowledgement, court decree, or court order
was made before such insured individual's most recent
period of disability began; or

(ii) such insured individual is shown by evidence satisfac-
tory to the Secretary to be the mother or father of the ap-
plicant and was living with or contributing to the support
of that applicant at the time (such period of disability
began] such applicant's application for benefits was filed;

(C) in the case of a deceased individual—
(i) such insured individual—

(I) had acknowledged in writing that the applicant is
his or her son or daughter,

(II) had been decreed by a court to be the mother or
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
or her son or daughter,

and such acknowledgement, court decree, or court order
was made before the death of such insured individual, or
(ii) such insured individual is shown by evidence satisfac-
tory to the Secretary to have been the mother or father of
the applicant, and such insured individual was living with
or contributing to the support of the applicant at the time
such insured individual died.

For purposes of [subparagraph (A)(i)] subparagraphs (A)(i) and
(B)(i), an acknowledgement, court decree, or court order shall be
deemed to have occurred on the first day of the month in which it
actually occurred.

* * * * * * *

DIsABILITY; PERIOD OF DrSABILITY

(i)(1)* * *

* * * a —
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(3) The requirements referred to in clauses (i) and (ii) of para-
graph (2)(C) are satisfied by an individual with respect to any quar-
ter only if—

(A) he would have been a fully insured individual (as defined
in section 214) had he attained age 62 and filed application for
benefits under section 202(a) on the first day of such quarter;
and

(B)(i) he had not less that 20 quarters of coverage during the
40-quarter period which ends with such quarter, or

(ii) if such quarter ends before he attains (or would attain)
age 31, 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 quarter were quarters of coverage (;], or

(iii) in the case of an individual (not otherwise insured under
clause (i)) who, by reason of clause (ii), had a prior period of
disability that began during a period before the quarter in
which he or she attained age 81, not less than one-half of the
quarters beginning after such individual attained age 21 and
ending with such quarter are 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
quarter are quarters of coverage;

except that the provisions of subparagraph (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 quar-
ters in any period is an odd number, such number shall be reduced
by one, and a quarter shall not be counted as part of any period if
any part of such quarter was included in a prior period of disability
unless such quarter was a quarter of coverage.

$ $ $ $ $ $ $

BENEFITS IN CASE OF VETERAN5

SEC. 217. (a)(1) $ $ $

$ $ $ $ $ $ $

(0(1) In any case where a World War II veteran (as defined in
subsection (dX2)) or a veteran (as defined in subsection (e)(4)) has
died or shall hereafter die, and (his widow] his or her surviving
spouse or child is entitled under subchapter III of chapter 83 of
title 5, United States Code, to an annuity in the computation of
which his or her 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 annuity) to make such subsec-
tion inapplicable in the case of any monthly benefit under section
202 which is based on his or her wages and self-employment
income; except that no such (widow] surviving spouse 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
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waives his or her right to receive 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] surviving spouse 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] surviving spouse waives his or her right
to receive such annuity such waiver shall constitute a waiver on
his or 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 or her 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 veteran's service
shall be valid only if the (widow] surviving spouse and all chil-
dren, or, if there is no (widow] surviving spouse, all the children,
waive their rights to receive annuities under subchapter III of
chapter 83 of title 5, United States Code, based on such veteran's
military or civilian service.

((g)(1) In September of 1965, 1970, and 1975, and in October 1980
and in every fifth October thereafter up to and including October
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 determi-
nation, and

((B) with the beginning of the first fiscal year commencing
after the determination in the case of all other such determi-
nations.

and ending with the close of September 30, 2015, would accumu-
late, with interest compounded annually, to an amount equal to
the amount needed to place each of the Trust Funds and the Feder-
al Hospital Insurance Trust Fund in the same position at the close
of September 30, 2015, as he estimates they would otherwise be in
at the close of that date if section 210 of this Act as in effect prior
to the Social Security Act Amendments of 1950, and this section,
had not been enacted. The rate of interest to be used in determin-
ing such amount shall be the rate determined under section 201(d)
for public-debt obligations which were or could have been issued
for purchase by the Trust Funds in the June preceding the Septem-
ber in which the determinations in 1965, 1970, and 1975 are made
and in the September preceding the October in which all other de-
terminations are 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 30, 1966, an amount
equal to the amount determined under paragraph (1) Septem-
ber 1965, and

((B) for each fiscal year in the period beginning with July 1,
1966, and ending with the close of September 30, 2015, an
amount equal to the annual installment for such fiscal year
under the most recent determination under paragraph (1)
which precedes such fiscal year.
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((3) For the fiscal year ending September 30, 2016, there is au-
thorized to be appropriated to the Trust Funds and the Federal
Hospital Insurance Trust Fund such sums as the Secretary deter-
mines would place the Trust Funds and the Federal Hospital Insur-
ance Trust Fund in the same position in which they would have
been at the close of September 30, 2015, if section 210 of this Act as
in effect prior to the Social Security Act Amendments of 1950, and
this section, had not been enacted.

((4) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund annually, as bene-
fits under this title and part A of title XVIII are paid after Septem-
ber 30, 2015, such sums as the Secretary determines to be neces-
sary to meet the additional costs, resulting from subsections (a), (b),
and (e), of such benefits (including lump-sum death payments).]

APPROPRIATION TO TRUST FUNDS

(g)(1) Within thirty days after the date of the enactment of the
Social Security Amendments of 1983, the Secretary shall determine
the amount equal to the excess of—

(A) the actuaral present value as of such date of enactment of
the past and future benefit payments from the Federal Old-Age
and Survivors Insurance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurance Trust
Fund under this title and title XVIII, together with associated
administrative costs, resulting from the operation of this section
(other than this subsection) and section 210 of this Act as in
effect before the enactment of the Social Security Act A mend-
ments of 1950, over

(B) any amounts previously transferred from the general fund
of the Treasury to such Trust Funds pursuant to the provisions
of this subsection as in effect immediately before the date of the
enactment of the Social Security Act Amendments of 1983.

Such actuarial present value shall be based on the relevant actuar-
ial assumptions set forth in the report of the Board of Trustees of
each such Trust Fund for 1983 under sections 201(c) and 1817(b).
Within thirty days after the date of the enactment of the Social Se-
curity Act Amendments of 1983, the Secretary of the Treasury shall
transfer the amount determined under this paragraph with respect
to each such Trust Fund to such Trust Fund from amounts in the
general fund of the Treasury not otherwise appropriated.

(2) The Secretary shall revise the amount determined under para-
graph (1) with respect to each such Trust Fund in 1985 and each
fifth year thereafter, as determined appropriate by the Secretary
from data which becomes available to him after the date of the de-
termination under paragraph (1) on the basis of the amount of bene-
fits and administrative expenses actually paid from such Trust
Fund under this title or title XVIII and the relevant actuarial as-
sumptions set forth in the report of the Board of Trustees of such
Trust Fund for such year under section 201(c) or 1817(b). Within 30
days after any such revision, the Secretary of the Treasury, to the
extent provided in advance in appropriation Acts, shall transfer to
such Trust Fund, from amounts in the general fund of the Treasury
not otherwise appropriated, or from such Trust Fund to the general



257

fund of the Treasury, such amounts as the Secretary of the Treasury
determines necessary to compensate for such revision.

* * * * * * *

VOLUNTARY AGREEMENTS FOR COVERAGE OF STATE AND LOCAL
EMPLOYEES

PURPOSE OF AGREEMENT

SEC. 218. (a)(1) * * *

* * * * * * *

TERMINATION OF AGREEMENT

((g)(1) Upon giving at least two years' advance notice in writing
to the Secretary of Health, Education, and Welfare, a State may
terminate, effective at the end of a calendar year specified in the
notice, its agreement with the Secretary either—

((A) in its entirety, but only if the agreement has been in
effect from its effective date for not less than five years prior
to the receipt of such notice; or

((B) with respect to any coverage group designated by the
State, but only if the agreement has been in effect with respect
to 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
pursuant to this section, finds that the State has failed or is no
longer legally able to comply substantially with any provision of
such agreement 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.

((3) If any agreement entered into under this section is termi-
nated in its entirety, the Secretary and the State may not again
enter into an agreement pursuant to this section. If any such
agreement is terminated 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.]

DURATION OF AGREEMENT

(g) No agreement under this section may be terminated, either in
its entirety or with respect to any coverage group, on or after the
date of the enactment of the Social Security Act Amendments of
198i'.

* * * * * * *
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FAILURE TO MAKE PAYMENTS

(j)(1) In case any State does not make, at the time or times due,
the payments provided for under an agreement pursuant to this
section, there shall be added, as part of the amounts due, interest
at (the rate of 6 per centum per annum]' the applicable rate deter-
mined in accordance with paragraph (2) from the date due until
paid, and the Secretary 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 pay-
ment 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 de-
ducted under this subsection are hereby appropriated to the Trust
Funds in the ratio in which amounts are deposited in such Funds
pursuant to subsection (h)(1).

(2) For purposes of paragraph (1), the rate of interest applicable to
late payments outstanding during the six-month period beginning
on January 1, 1984, shall be 9.0 percent per annum. The rate of in-
terest applicable to late payments outstanding during the six-month
period beginning on July 1, 1984, and subsequent six-month periods
beginning on January 1 or July 1 thereafter, shall be determined by
the Secretary of the Treasury not later than 15 days after the end of
the base period described in the following sentence and shall be an
annual rate equal to the average (rounded to the nearest full per-
cent, or the next higher percent if it is a multiple of 0.5 percent but

not of 1.0 percent) of the annual rates of interest applicable to the
special obligations issued to the Trust Funds (in accordance with
section 201(d)) in each month of such base period. The "base period"
for the rate effective on January 1 of a year is the six-month period
ending on the immediately preceding September 30, and the base
period for the rate effective on July 1 of a year is the six-month
period ending on the immediately preceding March 31.

* * * * * * *

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 serv-
ices performed for any of the following, the employees performing
services for each of which shall constitute a separate coverage
group: Weber Junior College, Carbon Junior College, Dixie Junior
College, Central Utah Vocational School, Salt Lake Area Vocation-
al School, Center for the Adult Blind, Union High School (Roose-

velt, Utah), Utah High School Activities Association, State Indus-
trial 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 re-
spect to services performed 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
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31, 1950. Coverage provided for in this subsection shall not be affect-
ed by a subsequent change in the name of a group.

* * * * * * *

REHABILITATION SERVICES

REFERRAL FOR REHABILITATION SERVICES

Sec. 222. (42 U.S.C. 422] (a) It is hereby declared to be the
policy of the Congress that disabled individuals applying for a de-
termination of disability, and disabled individuals who are entitled
to child's insurance benefits, widow's insurance benefits, or widow-
er's insurance benefits, shall be promptly referred to the State
agency or agencies administering or supervising the administration
of the State plan approved under the Vocational Rehabilitation Act
for necessary vocational rehabilitation services, to the end that the
maximum number of such individuals may be rehabilitated into
productive activity.

DEDUCTIONS ON ACCOUNT OF REFUSAL TO ACCEPT REHABILITATION
SERVICES

(b)(1) Deductions, in such amounts and at such time or times as
the Secretary shall determine, shall be made from any payment or
payments under this title to which an individual is entitled, until
the total of such deductions equals such individual's benefit or
benefits under sections 202 and 223 for any month in which such
individual, if a child who has attained the age of eighteen and is
entitled to child's insurance benefits, a widow, widower (or surviv-
ing divorced wife], surviving divorced wife, or surviving divorced
husband who has not attained age 60, or an individual entitled to
disability insurance benefits, refuses without good cause to accept
rehabilitation services available to him under a State plan ap-
proved under the Vocational Rehabilitation Act. Any individual
who is a member or adherent of any recognized church or religious
sect which teaches its members or adherents to rely solely, in the
treatment and cure of any physical or mental impairment, upon
prayer or spiritual means through the application and use of the
tenets or teachings of such church or sect, and who, solely because
of his adherence to the teachings or tenets of such church, or sect,
refuses to accept rehabilitation services available to him under a
State plan approved under the Vocational Rehabilitation Act,
shall, for the purposes of the first sentence of this subsection, be
deemed to have done so with good cause.

(2) Deductions shall be made from any child's insurance benefit
to which a child who has attained the age of eighteen is entitled or
from any mother's or father's insurance benefit to which a person
is entitled, until the total of such deductions equals such child's in-
surance benefit or benefits or such mother's or father's insurance
benefit or benefits under section 202 for any month in which such
child or person entitled to mother's or father's insurance benefits is
married to an individual who is entitled to disability insurance
benefits and in which such individual refuses to accept rehabilita-
tion services and a deduction, on account of such refusal, is im-
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posed under paragraph (1). If both this paragraph and paragraph
(3) are applicable to a child's insurance benefit for any month, only
an amount equal to such benefit shall be deducted.

(3) Deductions shall be made 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, divorced husband, or child is
entitled, until the total of such deductions equal such wife's, hus-
band's, or child's insurance benefit or benefits under section 202 for
any month in which the individual, on the basis of whose wages
and self-employment income such benefit was payable, refuses to
accept rehabilitation services and deductions, on account of such
refusal, are imposed under paragraph (1).

(4) The provisions of paragraph (1) shall not apply to any child
entitled to benefits under section 202(d), if he has attained the age
of 18 but has not attained the age of 22, for any month during
which he is a full-time student (as defined and determined under
section 202(d)).

* * "* * * * *

DISABILITY INSURANCE BENEFIT PAYMENTS

DI5ABILITY INSURANCE BENEFITS;

SEC. 223. (a)(1) * * *

* * * * * * *

DEFINITIONS OF INSURED STATUS AND WAITING PERIOD

(c) For purposes of this section—
(1) An individual shall be insured for disability insurance

benefits in any month if—
(A) he would have been a fully insured individual (as de-

fined in section 214) had he attained age 62 and filed appli-
cation 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
attains (or would attain) age 31, not less than one-half (and
not less than 6) of the quarters during the period ending
with the quarter in which such month occurred and begin-
ning after he attained the age of 21 were quarters of cover-
age, 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 quarter were quarters of cover-
age(;], or

'iji) in the case of an individual (not otherwise insured
under clause (i)) who, by reason of section 216('i)(3)(B)(ii),
had a prior period of disability that began during a period
before the quarter in which he or she attained age 31, not
less than one-half of the quarters beginning after such indi-
vidual attained age 21 and ending with the quarter in
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which such month occurs are 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 quarter are quarters of coverage;

except that the provisions of subpararaph (B) of this paragraph
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 quar-
ters in any period is an odd number, such number shall be reduced
by one, and a quarter shall not be counted as part of any period if
any part of such quarter was included in a period of disability
unless such quarter was a quarter of coverage.

(2) The term "waiting period" means, in the case of any applica-
tion for disability insurance benefits, the earliest period of five con-
secutive calendar months—

(A) throughout which the individual with respect to whom
such application is filed has been under a disability, and

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

Notwithstanding the preceding provisions of this paragraph, no
waiting period may begin for any individual before January 1,
1957.

DEFINITION OF DISABILITY

(d)(1) The term "disability" means—
(A) inability to engage in any substantial gainful activity by

reason of any medically determinable physical or mental im-
pairment which can be expected to result in death or which
has lasted or can be expected to last for a continuous period of
not less than 12 months; or

(B) in the case of an individual who has attained the age of
55 and is blind (within the meaning of "blindness" as defined
in section 216(i)(1)), inability by reason of such blindness to
engage in substantial gainful activity requiring skills or abili-
ties comparable to those of any gainful activity in which he
has previously engaged with some regularity and over a sub-
stantial period of time.

(2) For purposes of paragraph (1)(A)—
(A) an individual (except a widow, surviving divorced wife,

(or widower] for purposes of section 202(e) or (0) shall be de-
termined 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
age, education, and work experience, engage in any other kind
of substantial gainful work which exists in the national econo-
my, 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.
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For purposes of the preceding sentence (with respect to any in-
dividual), "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 coun-
try.

(B) A widow, surviving divorced wife, (or widower] shall
not be determined to be under a disability (for purposes of sec-
tion 202 (e) or (f)) unless his or her physical or mental impair-
ment or impairments are of a level or severity which under
regulations prescribed by the Secretary is deemed to be suffi-
cient to preclude an individual from engaging in any gainful
activity.

* * * * * * *

SUSPENSION OF BENEFIT5 BA5ED ON DI5ABILITY

SEC. 225. (a) If the Secretary, on the basis of information ob-
tained by or submitted to him, believes that an individual entitled
to benefits under section 223, or that a child who has attained the
age of eighteen and is entitled to benefits under section 202(d), or
that a widow or surviving divorced wife who has not attained age
60 and is entitled to benefits under section 202(e), or that a widow-
er or surviving divorced husband who has not attained age 60 and
is entitled to benefits under section 202(f), may have ceased to be
under a disability, the Secretary may suspend the payment of bene-
fits under such section 202(d), 202(e), 202(f), or 223 until it is deter-
mined (as provided in section 221) whether or not such itidividual's
disability has ceased or until the Secretary believes that such dis-
ability has not ceased. In the case of any individual whose disabil-
ity 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 subsection and shall request a
prompt determination of whether such individual's disability has
ceased. For purposes of this subsection, the term "disability" has
the meaning assigned to such term in section 223(d). Whenever the
benefits of an individual entitled to a disability insurance benefit
are suspended for any month, the benefits of any individual enti-
tled thereto under subsection (b), (c), or (d) of section 202, on the
basis of the wages and self-employment income of such individual,
shall be suspended for such month. The first sentence of this sub-
section shall not apply to any child entitled to benefits under sec-
tion 202(d), if he has attained the age of 18 but has not attained the
age of 22, for any month during which he is a full-time student (as
defined and determined under section 202(d)).

(b) Notwithstanding any other provision of this title, payment to
an individual of benefits based on disability (as described in the
first sentence of subsection (a)) shall not be terminated or suspend-
ed because the physical or mental impairment, on which the indi-
vidual's entitlement to such benefits is based, has or may have
ceased, if—

(1) such individual is paticipating in an approved vocational
rehabilitation program under a State plan approved under title
I of the Rehabilitation Act of 1973, and
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(2) the Commissioner of Social Security determines that the
completion of such program, or its continuation for a specified
period of time, will increase the likelihood that such individual
may (following his participation in such program) be perma-
nently removed from the disability benefit rolls.

ENTITLEMENT TO HOSPITAL INSURANCE BENEFITS

SEC. 226. (a) * * *

* * * * * * *

(e)(1) For purposes of determining entitlement to hospital insur-
ance benefits under subsection (b) in the case of widows and widow-
ers described in paragraph (2)(A)(iii) thereof—

(A) the term "age 60" in sections 202(e)(1)(B)(ii), 202(e)(5),
202(f)(1)(B)(ii), and 202((f)(6)] (f)(5) shall be deemed to read
"age 65"; and

(B) the phrase "before she attained age 60" in the matter fol-
lowing subparagraph (F) of section 202(e)(1) and the phrase
"before he attained age 60" in the matter following subpara-
graph (F) of section 202(0(1) shall each be deemed to read
"based on a disability".

(2) For purposes of determining entitlement to hospital insurance
benefits under subsection (b) in the case of an individual under age
65 who is entitled to benefits under section 202, and who was enti-
tled to widow's insurance benefits or widower's insurance benefits
based on disability for the month before the first month in which
such individual was so entitled to old-age insurance benefits (but
ceased to be entitled to such widow's or widower's insurance bene-
fits upon becoming entitled to such old-age insurance benefits),
such individual shall be deemed to have continued to be entitled to
such widow's insurance benefits or widower's insurance benefits for
and after such first month.

((3) For purposes of determining entitlement to hospital insur-
ance 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 would have been entitled to
such widow's benefits if she had filed a timely application there-
for.]

(3) For purposes of determining entitlement to hospital insurance
benefits under subsection (b), any disabled widow aged 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), and any disabled widower
aged 50 or older who is entitled to father's insurance benefits (and
who would have been entitled to widower's insurance benefits by
reason of disability if he had filed for such widower's benefits),
shall upon application for such hospital insurance benefits be
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deemed to have filed for such widow's or widower's insurance bene-

fits.
* * * * * * *

TRANSITIONAL INSURED STATUS

SEC. 227. (a) In the case of any individual who attains the age of
72 before 1969 but who does not meet the requirements of section
214(a), the 6 quarters of coverage referred to in paragraph (1) of
section 214(a) shall, instead, be 3 quarters of coverage for purposes
of determining entitlement of such individual to benefits under sec-
tion 202(a), and of (his wife] the spouse to benefits under section
202(b), but, in the case of such (wife,] spouse, only if he or she at-
tains the age of 72 before 1969 and only with respect to (wife's]
spouse's insurance benefits under section 202(b) or section 202(c) for
and after the month in which he or 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] the old-age in-
surance benefit shall, notwithstanding the provisions of section
202(a), be the larger of $64.40 or the amount most recently estab-
lished in lieu thereof under section 215(i) and the amount of the
(wife's] spouse's insurance benefit of (his wife] the spouse shall,
notwithstanding the provisions of section 202(b) or section 202(c), be
the larger of $32.20 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] surviving
spouse attains age 72 before 1969, the 6 quarters of coverge referred
to in paragraph (3) of section 214(a) and in paragraph (1) thereof
shall, for purposes of determining (her] the entitlement to
(widow] surviving spouse insurance benefits under section 202(e)

or section 202(f), instead be—
(1) 3 quarters of coverage if such (widow] surviving spouse

attains the age of 72 in or before 1966,
(2) 4 quarters of coverage if such (widow] surviving spouse

attains the age of 72 in 1967, or
(3) 5 quarters of coverage if such (widow] surviving spouse

attains the age of 72 in 1968.
The amount of (her widow's] the surviving spouse's insurance
benefit for each month shall, notwithstanding the provisions of sec-
tion 202(e) or section 202(f) (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 ap-
plication 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] surviving spouse attains the age of
72 before 1969, such deceased individual shall be deemed to meet
the requirements of subsection (b) of this section for purposes of de-
termining entitlement of such (widow] surviving spouse to
(widow's] surviving spouse's insurance benefits under section
202(e) or section 202(f).
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BENEFITS AT AGE 72 FOR CERTAIN UNINSURED INDIVIDUALS

ELIGIBILITY

SEC. 228. (a) Every individual who—
(1) has attained the age of 72,
(2)(A) attained suchage before 1968, or (B) has not less than

3 quarters of coverage, whenever acquired, for each calendar
year elapsing after 1966 and before the year in which he or she
attained such age,

(3) is a resident of the United States (as defined in subsection
(e)), and is (A) a citizen of the United States or (B) an alien
lawfully admitted for permanent residence who has resided in
the United States (as defined in section 210(i)) continuously
during the 5 years immediately preceding the month in which
he or she files application under this section, and

(4) has filed application for benefits under this section,
shall (subject to the limitations in this section) be entitled to a
benefit under this section for each month beginning with the first
month after September 1966 in which he or she becomes so entitled
to such benefits and ending with the month preceding the month
in which he or she dies. No application under this section which is
filed by an individual more than 3 months before the first month
in which he or she meets the requirements of paragraphs (1), (2),
and (3) shall be accepted as an application for purposes of this sec-
tion.

BENEFIT AMOUNT

(b)((1) Except as provided in paragraph (2), the] 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 recent-
ly established in lieu thereof under section 2 15(i).

((2) If both husband and wife are entitled (or upon application
would be entitled) to benefits under this section for any month, the
amount of the husband's benefit for such month shall be the larger
of $64.40 or the amount most recently established in lieu thereof
under section 2 15(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 periodic benefit under a governmental pension system for
which he or she is eligible for such month.

(2) In the case of a husband and wife only one of whom is enti-
tled 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 sys-
tems for which the spouse who is not entitled to benefits under this
section is eligible for such month, over ((B) the larger of $32.20 or
the amount most recently established in lieu thereof under section
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215(i)] (B) the benefit amount as determined without regard to this
subsection.

((3) In the case of a husband and wife both of whom are entitled
to benefits under this section for any month—

((A) the benefit amount of the wife, after any reduction
under paragraph (1), shall be further reduced (but not below
zero) by the excess (if any) of (i) the total amount of any period-
ic benefits under governmental pension systems for which the
husband is eligible for such month, over (ii) the larger of $64.40
or the amount most recently established in lieu thereof under
section 2 15(i), and

((B) the benefit amount of the husband, after any reduction
under paragraph (1), shall be further reduced (but not below
zero) by the excess (if any) of (i) the total amount of any period-
ic 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 sec-
tion 215(i).]

(3) In the case of a husband or wife both of whom are entitled to
benefits under this section for any month, the benefit amount of
each spouse, after any reduction under paragraph (1), shall be fur-
ther 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 other spouse is eligible for such month, over
(B) the benefit amount of such other spouse as determined after any
reduction under paragraph (1).

(4) For purposes of this subsection, in determining whether an in-
dividual 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 or her spouse having retired, such individual and his
spouse shall be deemed to have retired before the month for
which the determination of eligibility is being made.

* $ $ $ $ $ $

BENEFIT5 IN CASE OF MEMBEE5 OF THE UNIFOEMED 5EEVICE5

SEC. 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(i)(3), such individual, if
he was paid wages for service as a member of a uniformed service
(as defined in section 210(m) which was included in the term "em-
ployment" as defined in section 210(a) as a result of the provisions
of section 210(1), shall be deemed to have been paid—
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(1) in each calendar quarter occurring after 1956 and before
1978 in which he was paid such wages, additional wages of
$300, and

(2) in each calendar year occurring after 1977 in which he
was paid such wages, additional wages of $100 for each $300 of
such wages, up to a maximum of $1,200 of additional wages for
any calendar year.

((b) There are authorized to be appropriated to the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurance Trust
Fund annually, as benefits under this title and part A of title
XVIII are paid after Qecember 1967, such sums as the Secretary
determines to be necessary to meet (1) the additional costs, result-
ing from subsection (a), of such benefits (including lump-sum death
payments), (2) the additional administrative expenses resulting
therefrom, and (3) 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.]

(b) There are authorized to be appropriated to each of the Trust
Funds, consisting of the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, and the
Federal Hospital Insurance Trust Fund, for transfer on July 1 of
each calendar year to such Trust Fund from amounts in the general
fund in the Treasury not otherwise appropriated, an amount equal
to the total of the additional amounts which would be appropriated
to such Trust Fund for the fiscal year ending September 30 of such
calendar year under section 201 or 1817 of this Act if the amounts
of the additional wages deemed to have been paid for such calendar
year by reason of subsection (a) constituted remuneration for employ-
ment (as defined in section 3121(b) of the Internal Revenue Code of
1954) for purposes of the taxes imposed by sections 3101 and 3111 of
the Internal Revenue Code of 1954. Amounts authorized to be appro-
priated under this subsection for transfer on July 1 of each calendar
year shall be determined on the basis of estimates of the Secretary
of the wages deemed to be paid for such calendar year under subsec-
tion (a); and proper adjustments shall be made in amounts author-
ized to be appropriated for subsequent transfer to the extent prior
estimates were in excess of or were less than such wages so deemed
to be paid.

ADJU5TMENT OF THE CONTRIBUTION AND BENEFIT BA5E

SEC. 230. (a) Whenever the Secretary pursuant to section 215(i)
increases benefits effective with the (June] December following a
cost-of-living computation quarter, he shall also determine and pub-
lish in the Federal Register on or before November 1 of the calen-
dar year in which such quarter occurs the contribution and benefit
base determined under subsection (b) or (c) which shall be effective
with respect to remuneration paid after the calendar year in which
such quarter occurs and taxable years beginning after such year.

* * * * * * *
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INTERNATIONAL AGREEMENTS

PURPOSE OF AGREEMENT

SEC. 233. (a) * * *

* * * * * * *

REPORTS TO CONGRESS; EFFECTIVE DATE OF AGREEMENTS

(e)(1) Any agreement to establish a totalization arrangement en-
tered into pursuant to this section shall be transmitted by the
President to the Congress together with a report on the estimated
number of individuals who will be affected by the agreement and
the effect of the agreement on the estimated income and expendi-
tures of the programs established by this Act.

(2) Such an agreement shall become effective on any date, pro-
vided in the agreement, which occurs after the expiration of the
period (following the date on which the agreement is transmitted
in accordance with paragraph (1)) (during which each House of the
Congress has been in session on each of 90 days]; during which at
least one House of the Congress has been in session on each of 60
days except that such agreement shall not become effective if,
during such period; either House of Congress adopts a resolution of
disapproval of the agreement.

* * * * * * *

TITLE Ill—GRANTS TO STATES FOR UN-
EMPLOYMENT COMPENSATION ADMIN-
ISTRATION

* * * * * * *

SEC. 303. (a) The Secretary of Labor shall make no certification
for payment to any State unless he finds that the law of such
State, approved by the Secretary of Labor under the Federal Un-
employment Tax Act, includes provision for—

(1) 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
Secretary of Labor shall exercise no authority with respect to
the selection, tenure of office, and compensation of any individ-
ual 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 Secre-
tary of Labor may approve; and

(3) Opportunity for a fair hearing, before an impartial tribu-
nal, for all individuals whose claims for unemployment com-
pensation are denied; and

(4) The payment of all money received in the unemployment
fund of such State (except for refunds of sums erroneously paid
into such fund and except for refunds paid in accordance with
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the provisions of section 1606(b) of the Federal UnemploymentTax Act, immediately upon such receipt, to the Secretary of
the Treasury to the credit of the unemployment trust fund es-tablished by section 904; and

(5) Expenditure of all money withdrawn from an unemploy-
ment fund of such State, in the payment of unemployment
compensation, 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 1606(b) of the
Federal Unemployment Tax Act: Provided, That an amount
equal to the amount of employee payments into the unemploy-
ment fund of a State may be used in the payment of cash bene-
fits to individuals with respect to their disability, exclusive of
expenses of administration: Provided further, That the
amounts specified by section 903(c)(2) may, subject to the condi-
tions prescribed in such section, be used for expenses incurred
by the State for administration of its unemployment compensa-
tion law and public employment offices; [and] Provided fur-
ther, That nothing in this paragraph shall be construed to pro-
hibit deducting an amount from unemployment compensation
otherwise payable to an individual and using the amount so de-ducted to pay for health insurance if the individual elected to
have such deduction made and such deduction was made under
a program approved by the Secretary of Labor; and

* * * * * * *

TITLE IV—GRANTS TO STATES FOR AID
AND SERVICES TO NEEDY FAMILIES
WITH CHILDREN AND FOR CHILD-WEL-
FARE SERVICES.

PART A—AID TO FAMILIES WITH DEPENDENT CHILDREN
* * * * * * *

STATE PLANS FOR AID AND SERVICES TO NEEDY FAMILIES WITH
CHILDREN

SEC. 402. (a) A State plan for aid and services to needy families
with children must (1) * * *

* * * * * * *
(36) provide, at the option of the State, that in making the deter-mination for any month under paragraph (7) the State agency[shall not include as income any assistance received to assist in

meeting the costs of home energy, including both heating and cool-
ing, which (as determined under regulations of the Secretary by
such State agency as the chief executive officer of the State maydesignate) (A) is based on need for such assistance, and (B)] shallnot include as income any support or maintenance assistance fur-nished to or on behalf of the family which (as determined under
regulations of the Secretary by such State agency as the chief execu-tive officer of the State may designate) is based on need for such
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support and maintenance, including assistance received to assist in
meeting the costs of home energy (including both heating and cool-
ing), and which if (i) assistance furnished in kind by a private non-
profit agency, or (ii) assistance furnished by a supplier of home
heating oil or gas, by an entity whose revenues are primarily de-
rived on a rate-of-return basis regulated by a State or Federal gov-
ernmental entity, or by a municipal utility providing home energy.

PART D—CHILD SUPPORT AND ESTABLISHMENT OF PATERNITY

* * * * * * *

CONSENT BY THE UNITED STATES TO GARNISHMENT AND SIMILAR PRO-

CEEDINGS FOR ENFORCEMENT OF CHILD SUPPORT AND ALIMONY OBLI-

GATIONS

SEC. 459. (a) Notwithstanding any other provision of law (includ-
ing section 207), effective January 1, 1975, moneys (the entitlement
to which is based upon remuneration for employment) due from, or
payable by, the United States or the District of Columbia (includ-
ing any agency, subdivision, or instrumentality thereof) to any indi-
vidual, including members of the armed services, shall be subject,
in like manner and to the same extent as if the United States or
the District of Columbia were a private person, to legal process
brought for the enforcement, against such individual of his legal
obligations to provide child support or make alimony payments.

* * * * * *

TITLE VIl—ADMINISTRATION
* * * * * * *

RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY INADEQUATE
BALANCES IN THE SOCIAL SECURITY TRUST FUNDS

SEC. 709. If the Board of Trustees of the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, or the Fed-
eral Supplementary Medical Insurance Trust Fund determines at
any time that the balance of such Trust Fund may become inad-
equate to assure the timely payment of benefits from such Trust
Fund, the Board shall promptly submit to each House of the Con-
gress a report setting forth its recommendations for statutory adjust-
ments affecting the receipts and disbursements to and from such
Trust Fund necessary to remedy such inadequacy, with due regard
to the economic conditions which created such inadequacy and the
amount of time necessary to alleviate such inadequacy in a prudent
manner.

BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

SEC. 710. The disbursements of the Federal Old-Age and Survivors
Insurance Trust Fund, the Federal Disability Insurance Trust
Fund, the Federal Hospital Insurance Trust Fund, and the Federal
Supplementary Medical Insurance Trust Fund shall be treated as a
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separate major functional category in the budget of the United
States Government as submitted by the President and in the con-
gressional budget, and the receipts of such Trust Funds, including
the taxes imposed under sections 1401, 3101, and 3111 of the Inter-
nal Revenue Code of 154, shall be set forth separately in such
budgets.

BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

SEC. 710. (a) The receipts and disbursements of the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurance Trust
Fund and the taxes imposed under sections 1401, 3101, and 3111 of
the Internal Revenue Code of 154 shall not be included in the
totals of the budget of the United States Government as submitted
by the President or of the congressional budget and shall be exempt
from any general budget limitation imposed by statute on expendi-
tures and net lending (budget outlays) of the United States Govern-
ment.

(b) The disbursements of the Federal Supplementary Medical In-
surance Trust Fund shall be treated as a separate major functionalcategory in the budget of the United States Government as submit-ted by the President and in the congressional budget, and the re-ceipts of such Trust Fund shall be set forth separately in such budg-
ets.

* * * * * * *

TITLE XI—GENERAL PROVISIONS AND
PROFESSIONAL STANDARDS REVIEW

* * * * * *

PART B—PEER REVIEW OF THE UTILIZATION AND
QUALITY OF HEALTH CARE SERVICES

* * * * * * *

CONTRACTS WITH UTILIZATION AND QUALITY CONTROL PEER REVIEW
ORGANIZATIONS

SEC. 1153. (a)(1) * * *

* * * * * * *
(b)(1) The Secretary shall enter into a contract with a utilization

and quality control peer review organization for each area estab-
lished under subsection (a) if a qualified organization is available in
such area and such organization and the Secretary have negotiated
a proposed contract which the Secretary determines will be carriedout by such organization in a manner consistent with the efficient
and effective administration of this part. If more than one such
qualified organization meets the requirements of the preceding sen-tence, priority shall be given to any such organization which is de-
scribed in section 1152(])(A).
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(2)(A) During the first twelve months in which the Secretary is
entering into contracts under this section, the Secretary shall not
enter into a contract under this part with any entity which is, or is
affiliated with (through management, ownership, or common con-
trol), an entity which directly or indirectly makes payments to any
practitioner or provider whose health care services are reviewed by
such entity or would be reviewed by such entity if it entered into a
contract with the Secretary under this part.

(B) If, after the expiration of the twelve-month period referred to
in subparagraph (A), the Secretary determines that there is no
other entity available for an area with which the Secretary can
enter into a contract under this part, the Secretary may then enter
into a contract under this part with an entity described in subpara-
graph (A) for such area if such entity otherwise meets the require-
ments of this part.

(C) The twelve-month period referred to in subparagraph (A) shall
be deemed to begin not later than October 1983.

* * * * * * *

TITLE XVI_SUPPLEMENTAL SECURITY
INCOME FOR THE AGED, BLIND, AND
DISABLED

* * * * * *

PART A—DETERMINATION OF BENEFITS

ELIGIBILITY FOR AND AMOUNT OF BENEFITS

Definition of Eligible Individual

SEC. 1611. (a)(1) * * *

* * * * * * *

Limitation on Eligibility of CertainIndividuals

(e)(1)(A) Except as provided in (subparagraph (B) and (C)] sub-
paragraphs (B), (C), and (D), no person shall be an eligible individu-
al or eligible spouse for purposes of this title with respect to any
month if throughout such month he in an inmate of a public insti-
tution.

(B) In any case where an eligible individual or his eligible spouse
(if any) is, throughout any month, in a hospital, extended care fa-

cility, 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
individual for such month shall be payable—

(i) at a rate not in excess of $300 per year (reduced by the
amount of any income not excluded pursuant to section
1612(b)) in the case of an individual who does not have an eligi-
ble spouse;
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(ii) in the case of an individual who has an eligible spouse, if
only one of them is in such a hospital, home or facility
throughout such month, at a rate not in excess of the sum of—

(I) the rate of $300 per year (reduced by the amount of
any income, not excluded pursuant to section 1612(b), of
the one who is in such hospital, home, or facility), and

(II) the applicable rate specified in subsection (b)(1) (re-
duced by the amount of any income, not excluded pursu-
ant to section 1612(b), of the other); and

(iii) at a rate not in excess of $600 per year (reduced by the
amount of any income not excluded pursuant to section
1612(b)) in the case of an individual, who has an eligible spouse,
if both of them are in such a hospital, home, or facility
throughout such month.

(C) As used in subparagraph (A), the term "public institution"
does not include a publicly operated community residence which
serves no more than 16 residents.

(D) A person may be an eligible individual or eligible spouse for
purposes of this title with respect to any month throughout which
he is a resident of a public emergency shelter for the homeless (as
defined in regulations which shall be prescribed by the Secretary);
except that no person shall be an eligible individual or eligible
spouse by reason of this subparagraph for more than three months
in any 12-month period.

INCOME

MEANING OF INCOME

Sec. 1612. * * * (a)

EXCLUSIONS FROM INCOME

(b) In determining the income of an individual (and his eligible
spouse) there shall be excluded—

(1) subject to limitations (as to amount or otherwise) pre-
scribed by the Secretary, if such individual is a child who is, as
determined by the Secretary, a student regularly attending a
school, college, or university, or a course of vocational or tech-
nical training designed to prepare him for gainful employment,
the earned income of such individual;

(13) (any assistance received to assist in meeting the costs of
home energy, including both heating and cooling, which (as de-
termined under regulations of the Secretary by such State
agency as the chief executive officer of the State may desig-
nate) (A) is based on need for such assistance, and (B)] any
support or maintenance assistance furnished to or on behalf of
such individual (and spouse if any) which (as determined under
regulations of the Secretary by such State agency as the chief
executive officer of the State may designate) is based on need
for such .support or maintenance, including assistance received
to assist in meeting the costs of home energy (including both
heating and cooling), and which is (i) assistance furnished in
kind by a private nonprofit agency, or (ii) assistance furnished
by a supplier of home heating oil or gas, by an entity providing
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home energy whose revenues are primarily derived on a rate-
of-return basis regulated by a State or Federal governmental
entity, or by a municipal utility providing home energy.

COST-OF-LIVING ADJU5TMENT5 IN BENEFITS

SEC. 1617. (a) Whenever benefit amounts under title II are in-
creased by any percentage effective with any month as a result of a
determination made under section 215(i)—

(1) each of the dollar amounts in effect for such month under
subsections (a)(1)(A), (a)(2)(A), (bXl), and (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 amount (if any) by
which—

(A) the amount which would have been in effect for such
month under such subsection but for the rounding of such
amount pursuant to paragraph (2), exceeds

(B) the amount in effect for such month under such sub-
section; and

(2) the amount obtained under paragraph (1) with respect to
each subsection shall be further increased by the same percent-
age by which benefit amounts under title II are increased for
such month (and rounded, when not a multiple of $12 to the
next lower multiple of $12), effective with respect to benefits
for months after such month.

(b) The new dollar amounts to be in effect under section 1611 of
this title and under section 211 of Public Law 93—66 by reason of
subsection (a) of this section shall be published in the Federal Reg-
ister together with, and at the same time as, the material required
by section 215(i)(2)(D) to be published therein by reason of the de-
termination involved.

(c) Effective July 1, 1983—
(1) each of the dollar amounts in effect under subsections

(aXl)(A) and (bXl) of section 1611 (and the dollar amount in
effect under subsection (a)(1XA) of Public Law 93-66, as previ-
ously so increased, shall be increased by $10,) as previously in-
creased under this section, shall be increased by $20; and

(2) each of the dollar amounts in effect under subsections
(a)(2)(A) and (bX2) of section 1611, as previously increased under
this section, shall be increased by $30.

OPERATION OF STATE SUPPLEMENTATION PROGRAMS

SEC. 1618. (a) In order for any State which makes supplementary
payments of the type described in section 1616(a) (including pay-
ments pursuant to an agreement entered into under section 212(a)
of Public Law 93—66), on or after June 30, 1977, to be eligible for
payments pursuant to title XIX with respect to expenditures for
any calendar quarter which begins—

(1) after June 30, 1977, or, if later,
(2) after the calendar quarter in which it first makes such

supplementary payments,
such State must have in effect and agreement with the Secretary
whereby the State will—
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(3) continue to make such supplementary payments, and
(4) maintain such supplementary payments at levels which

are not lower than the levels of such payments in effect in De-
cember 1976, or, if no such payments were made in that
month, the levels for the first subsequent month in which such
payments were made.

(b) The Secretary shall not find that a State has failed to meet
the requirements imposed by paragraph (4) of subsection (a) with
respect to the levels of its suplementary payments for a particular
month or months if the State s expenditures for such payments in
the twelve-month period (within which such month or months fall)
beginning on the effective date of any increase in the level of sup-
plemental security income benefits pursuant to section 1617 are
not less than its expenditures for such payments in the preceding
twelve-month period.

(c) Any State which satisfies the requirements of this section
solely by reason of subsection (b) for a particular month or months
in any 12-month periOd (described in such subsection) ending on or
after June 30, 1982, may elect, with respect to any month in any
subsequent 12-month period (so described), to apply subsection (a)(4)
as though the reference to December 1976 in such subsection were
a reference to the month of December which occurred in the 12-
month period immediately preceding such subsequent period.

(c) The Secretary shall not find that a State has failed to meet
the requirements imposed by paragraph (4) of subsection (a) with
respect to the levels of its supplementary payments for any portion
of the period July 1, 1980 through June 30, 1981, if the State's ex-
penditures for such payments in that twelve-month period were not
less than its expenditures for payments for the period July 1, 1976
through June 30, 1977 (or, if the State made no supplementary pay-
ments in the period July 1, 1976 through June 30, 1977, the ex-
penditures for the first twelve-month period extending from July 1
through June 30 in which the State made such payments).

(d)(1) For any particular month after March 198S, a State which
is not treated as meeting the requirements imposed by paragraph (4)
of subsection (a) by reason of subsection (b) shall be treated as meet-
ing such requirements if and only if—

(A) the combined level of its supplementary payments (to re-
cipients of the type involved) and the amounts payable (to or on
behalf of such recipients) under section 1C11(b) of this Act and
section 211(a)(1)(A) of Public Law 9S—C6. for that particular
month,

is not less than—
(B) the combined level of its supplementary payments (to re-

cipients of the type involved) and the amounts payable (to or
on behalf of such recipients) under section 1611(b) of this Act
and section 211(a)(1)(A) of Public Law 93—66, for March 1983,
increased by the amount of all cost-of-living adjustments under
section 1617 (and any other benefit increases under this title)
which have occurred after March 1983 and before that particu-
lar month.

(2) In determining the amount of any increase in the combined
level involved under paragraph (1XB) of this subsection, any portion
of such amount which would otherwise be attributable to the in-
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crease under section 1617(c) shall be deemed instead to be equal to
the amount of the cost-of-living adjustment which would have oc-
curred in July 1983 (without regard to the 3-percent limitation con-
tained in section 215(i)(1)(B)) if section 111 of the Social Security Act
Amendments of 1983 had not been enacted.

TITLE XVIII—HEALTH INSURANCE FOR
THE AGED AND DISABLED

* * * * * * *

PART A—HOSPITAL INSURANCE BENEFITS FOR THE AGED AND
DISABLED

* * * * * * *

CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR SERVICES

REQUIREMENT OF REQUESTS AND CERTIFICATIONS

SEC. 1814. (a) * * *

* * * * * * *

PAYMENT FOR SERVICES OF A PHYSICIAN RENDERED IN A TEACHING
HOSPITAL

(g) For purposes of services for which the reasonable cost thereof
is determined under section 1861(b)(1)(D) (or would be if section
1886 did not apply) payment under this part shall be made to such
fund as may be designated by the organized medical staff of the
hospital in which such services were furnished or, if such services
were furnished in such hospital by the faculty of a medical school,
to such fund as may be designated by such faculty, but only if—

(1) such hospital has an agreement with the Secretary under
section 1866, and

(2) the Secretary has received written assurances that (A)
such payment will be used by such fund solely for the improve-
ment of care of hospital patients or for educational or charita-
ble purposes and (B) the individuals who were furnished such
services or any other persons will not be charged for such serv-
ices (or if charged, provision will be made for return of any
moneys incorrectly collected).

PAYMENT FOR CERTAIN HOSPITAL SERVICES PROVIDED IN VETERANS'
ADMINISTRATION HOSPITALS

(h)(1) Payments shall also be made to any hospital operated by
the Veterans' Administration for inpatient hospital services fur-
nished in a calendar year by the hospital, or under arrangements
(as defined in section 1881(w)) with it, to an individual entitled to
hospital benefits under section 226 even though the hospital is a
Federal provider of services if (A) the individual was not entitled to
have the services furnished to him free of charge by the hospital,
(B) the individual was admitted to the hospital in the reasonable
belief on the part of the admitting authorities that the individual
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was a person who was entitled to have the services furnished to
him free of charge, (C) the authorities of the hospital, in admitting
the individual, and the individual, acted in good faith, and (D) the
services were furnished during a period ending with the close of
the day on which the authorities operating the hospital first
became aware of the fact that the individual was not cntitled to
have the services furnished to him by the hospital free of charge,
or (if later) ending with the first day on which it was medically fea-
sible to remove the individual from the hospital by discharging him
therefrom or transferring him to a hospital which has in effect an
agreement under this title.

(2) Payment for services described in paragraph (1) shall be in an
amount equal to the charge imposed by the Veterans' Administra-
tion for such services, or (if less) [the reasonable costs for such
services] the amount that would be payable for such services under
subsection (b) and section 1886' (as estimated by the Secretary). Any
such payment shall be made to the entity to which payment for the
services involved would have been payable, if payment for such
services had been made by the individual receiving the services in-
volved (or by an other private person acting on behalf of such indi-
vidual).

ELIMINATION OF LEssER-OF-COsT-OR-CHARGEs PROVI5ION

[(d)] (j.)(1) The lesser-of-cost-or-charges provisions (described in
paragraph (2)) will not apply in the case of services provided by a
class of provider of services if the Secretary determines and certi-
fies to Congress that the failure of such provisions to apply to the
services provided by that class of providers will not result in any
increase in the amount of payments made for those services under
this title. Such change will take effect with respect to services fur-
nished, or cost reporting periods of providers, on or after such date
as the Secretary shall provide in the certification. Such change for
a class of provider shall be discontinued if the Secretary deter-
mines and notifies Congress that such change has resulted in an
increase in the amount of payments made under this title for serv-
ices provided by that class of provider.

(2) The lesser-of-cost-or-charges provisions referred to in para-
graph (1) are as follows:

(A) Clause (B) of paragraph (1) and paragraph (2) of section
1814(b).

(B) So much of subparagraph (A) of section 1833(a)(2) as pro-
vides for payment other than of the reasonable cost of such
services, as determined under section 1861(v).

(C) Subclause (II) of clause (i) and clause (ii) of section
1 833(a)(2)(B).

FEDERAL HO5PITAL IN5URANCE TRU5T FUND

SEC. 1817. (a) There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the "Federal
Hospital Insurance Trust Fund" (hereinafter in this section re-
ferred to as the "Trust Fund"). The Trust Fund shall consist of
such gifts and bequests as may be made as provided in section
201(iXl), and such amounts as may be deposited in, or appropriated
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to, such fund as provided in this part. There are hereby appropri-
ated to the Trust Fund for the fiscal year ending June 30, 1966,
and for each fiscal year thereafter, out of any moneys in the Treas-
ury not otherwise appropriated, amounts equivalent to 100 per
centum of—

(1) the taxes imposed by sections 3101(b) and 3111(b) of the
Internal Revenue Code of 1954 with respect to wages reported
to the Secretary of the Treasury or his delegate pursuant to
subtitle F of such Code after December 31, 1965, as determined
by the Secretary of the Treasury by applying the applicable
rates of tax under such sections to such wages, which wages
shall be certified by the Secretary of Health, Education, and
Welfare on the basis of records of wages established and main-
tained by the Secretary of Health, Education, and Welfare in
accordance with such reports; and

(2) the taxes imposed by section 1401(b) of the Internal Reve-
nue 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 such Code, as determined by the
Secretary of the Treasury by applying the applicable rate of
tax under such section to such self-employment income, which
self-employment income shall be certified by the Secretary of
Health, Education, and Welfare on the basis of records of self-
employment established and maintained by the Secretary of
Health, Education, and Welfare in accordance with such re-
turns.

The amounts appropriated by the preceding sentence shall be
transferred (from time to time] monthly on the first day of each
calendar month 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 preced-
ing sentence, (paid to or deposited into the Treasury]; to be paid
to or deposited into the Treasury during such month and proper ad-
justments shall be made in amounts subsequently transferred to the
extent prior estimates were in excess of or were less than the taxes
specified in such sentence. All amounts transferred to the Trust
Fund under the preceding sentence shall be invested by the Manag-
ing Trustee in the same manner and to the same extent as the other
assets of the Trust Fund; and the Trust Fund shall pay interest to
the general fund on the amount so transferred on the first day of
any month at a rate (calculated on a daily basis, and applied
against the difference between the amount so transferred on such
first day and the amount which would have been transferred to the
Trust Fund up to that day under the procedures in effect on Janu-
ary 1, 1983) equal to the rate earned by the investments of the Trust
Fund in the same month under subsection (c).

* * * * * * *

(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 (here-
inafter in this section referred to as the "Board of Trustees") com-
posed 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
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Board of Trustees (hereinafter in this section referred to as the
"Managing Trustee"). The Administrator of the Health Care Fi-
nancing Administration shall serve as the Secretary of the Board
of Trustees. The Board of Trustees shall meet not less frequently
than once each calendar year. It shall be the duty of the Board of
Trustees to—

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

April of each year on the operation and status of the Trust
Fund during the preceding fiscal year and on its expected oper-
ation and status during the current fiscal year and the next 2
fiscal years;

(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

(4) Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, includ-
ing necessary changes in the provisions of law which govern
the way in which the Trust Fund is to be managed.

Such report shall also include an actuarial opinion by the Chief Ac-
tuarial Officer of the Health Care Financing Administration certify-
ing that the techniques and methodologies used are generally ac-
cepted within the actuarial profession and that the assumptions
and cost-estimates used are reasonable. 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 disburse-
ments to be made from, the Trust Fund during the current fiscal
year and each of the next 2 fiscal years, and a statement of the
actuarial status of the Trust Fund. Such report shall be printed as
a House document of the session of the Congress to which the
report is made.

(c) It shall be the duty of the Managing Trustee to invest such
portion 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 obliga-
tions guaranteed as to both principal and interest by the United
States. For such purpose such obligations may be acquired (1) on
original issue at the issue price, or (2) by purchase of outstanding
obligations at the market price.] Such investments may be made
only in interest-bearing public-debt obligations of the United States
which are issued exclusively for purchase by the Trust Funds under
title 31 of the United States Code. The purposes for which obliga-
tions of the United States may be issued under the Second Liberty
Bond Act, as amended, are hereby extended to authorize the issu-
ance at par of public-debt obligations for purchase by the Trust
fund. [Such obligations issued for purchase by the Trust Fund
shall have maturities fixed with due regard for the needs of the
Trust Fund and shall bear interest at a rate equal to the average
market yield (computed by the Managing Trustee on the basis of
market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obli-
gations 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
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from the end of such calendar month; except that where such aver-
age 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.] Such obliga-
tions shall be redeemable at par plus accrued interest at any time,
and shall bear interest in any month (including the month of issue)
at a rate equivalent to either (1) the average market yield (deter-
mined by the Managing Trustee on the basis of market quotations
as of the end of each business day of the preceding month) on all
marketable interest-bearing obligations of the United States then
forming a part of the public debt (other than "flower bonds '2 which
are not due or callable until after the expiration of 4 years from the
end of such preceding month, or (2) the average market yield (so de-
termined) on all such obligations which are due or callable 4 years
or less from the end of such preceding month, whichever average
market yield (with respect to the month involved) is larger; except
that where such equivalent interest rate is not a multiple of one-
eighth of 1 percent, the rate of interest on the obligations involved
shall be the multiple of one-eighth of 1 percent nearest such equiva-
lent rate. (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 determines that the
purchase of such other obligations is in the public interest.] For
purposes of the preceding sentence, the term "flower bond" means a
United States Treasury bond which was issued before March 4,
1971, and which may, at the option of the duly constituted repre-
sentative of the estate of a deceased individual, be redeemed in ad-
vance of maturity and at par (face) value plus accrued interest to
the date of payment if (i) it was owned by such deceased individual
at the time of his death, (ii) it is part of the estate of such deceased
individual, and (iii) such representative authorizes the Secretary of
the Treasury to apply the entire proceeds of the redemption of such
bond to the payment of Federal estate taxes.

((d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.]

(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Fund shall be credited to and
form a part of the Trust Fund.

(0(1) The Managing Trustee is directed to pay from time to time
from the Trust Fund into the Treasury the amount estimated by
him as taxes imposed under section 3101(b) which are subject to
refund under section 6413(c) of the Internal Revenue Code of 1954
with respect to wages paid after December 31, 1965. Such taxes
shall be determined on the basis of the records of wages established
and maintained by the Secretary of Health, Education, and Wel-
fare in accordance with the wages reported to the Secretary of the
Treasury or his delegate pursuant to subtitle F of the Internal Rev-
enue Code of 1954, and the Secretary of Health, Education, and
Welfare shall furnish the Managing Trustee such information as
may be required by the Managing Trustee for such purpose. The
payments by the Managing Trustee shall be covered into the Treas-
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ury 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
Treasury. If it subsequently appears that the estimates under such
paragraph in any particular period were too high or too low, appro-
priate adjustments shall be made by the Managing Trustee in
future payments.

(g) There shall be transferred periodically (but not less often
than once each fiscal year) to the Trust Fund from the Federal Old-
Age and Survivors Insurance Trust Fund and from the Federal Dis-
ability Insurance Trust Fund amounts equivalent to the amounts
not previously so transferred whcih the Secretary of Health, Edu-
cation, and Welfare shall have certified as overpayments (other
than amounts so certified to the Railroad Retirement Board) pursu-
ant to section 1870(b) of this Act. There shall be transferred peri-
odically (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 overpay-
ments 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, Educa-
tion, and Welfare certifies are necessary to make the payments
provided for by this part, and the payments with respect to admin-
istrative expenses in accordance with section 201g)(1).

(i) There are authorized to be made available for expenditure out
of the Trust Fund such amounts as are required to pay travel ex-
penses, either on an actual cost or commuted basis, to parties, their
representatives, and all reasonably necessary witnesses for travel
within the united States (as defined in section 2 10(i)) to attend re-
consideration interviews and proceedings before administrative law
judges with respect to any determination under this title. The
amount available under the proceeding sentence for payment for
air travel by any person shall not exceed the coach fare for air
travel between the points involved unless the use of first-class ac-
commodations is required (as determined under regulations of the
Secretary) because of such person's health condition or the unavai-
lability of alternative accommodations; and the amount available
for payment for other travel by any person shall not exceed the
cost of travel (between the points involved) by the most economical
and expeditous means of transportation appropriate to such per-
son's health condition, as specified in such regulations.

(j)(1) If at any time prior to January (1983] 1, 1988 the Manag-
ing Trustee determines that borrowing authorized under this sub-
section is appropriate in order to best meet the need for financing
the benefit payments from the Federal Hospital Insurance Trust
Fund, the Managing Trustee may borrow such amounts as he de-
termines to be appropriate from either the Federal Old-Age and
Survivors Insurance Trust Fund or the Federal Disability Insur-
ance Trust Fund for transfer to and deposit in the Federal Hospital
Insurance Trust Fund.



282

(2) In any case where a loan has been made to the Federal Hospi-
tal Insurance Trust Fund under paragraph (1), there shall be trans-
ferred from time to time, from such Trust Fund to the lending
Trust Fund, interest with respect to the unrepaid balance of such
loan at a rate equal to the rate which the lending Trust Fund
would earn on the amount involved if the loan were an investment
under subsection (c).

(3) If in any month after a loan has been made to the Federal
Hospital Insurance Trust Fund under paragraph (1), the Managing
Trustee determines that the assets of such Trust Fund are suffi-
cient to permit repayment of all or part of any loans made to such
Fund under paragraph (1), he shall make such repayments as he
determines to be appropriate; but the full amount of all such loans
(whether made before or after January 1, 1983) shall be repaid at
the earliest feasible date and in any event no later than December
31, 1989.

* * * * * * *

HOSPITAL INSURANCE BENEFITS FOR UNINSURED INDIVIDUALS NOT
OTHERWISE ELIGIBLE

SEC. 1818. (a) * * *

* * * * * * *

(d)(1) The monthly premium of each individual for each month in
his coverage period before July 1974 shall be $33.

(2) The Secretary shall, [during the last calendar quarter of each
year, beginning in 1973,] during the next to last calendar quarter
of each year determine and promulgate the dollar amount (whether
or not such dollar amount was applicable for premiums for any
prior month) which shall be applicable for premiums for months
occurring in [the 12-month period commencing July 1 of the next
year] the following calendar year. Such amount shall be equal to
$33, multiplied by the ratio of (A) the inpatient hospital deductible
[for such next year] for that following calendar year, as promul-
gated under section 1813(b)(2), to (B) such deductible promulgated
for 1973. Any amount determined under the preceding sentence
which is not a multiple of $1 shall be rounded to the nearest multi-
ple of $1, or if midway between multiples of $1 to the next higher
multiple of $1.

* * * * * * *

PART B—SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AGED AND DISABLED

* * * * * * *

PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS OF SERVICES

SEC. 1835. (a) * * *

* * * * * * *

(e) For purposes of services (1) which are inpatient hospital serv-
ices by reason of paragraph (7) of section 1861(b) or for which enti-
tlement exists by reason of clause (II) of section 1832(a)(2)(B)(i), and
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(2) for which the reasonable cost thereof is determined under sec-
tion 1861(v)(1XD) (or would be if section 1886 did not apply) pay-
ment under this part shall be made to such fund as may be desig-
nated by the organized medical staff of the hospital in which such
services were furnished or, if such services were furnished in such
hospital by the faculty of a medical school, to such fund as may be
designated by such faculty, but only if—

(1) such hospital has an agreement with the Secretary under
section 1866, and

(2) the Secretary has received written assurances that 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 person will not be charged for such serv-
ices (or if charged provision will be made for return for any
moneys incorrectly collected).

* * * * * * *

PART B—SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AGED AND DISABLED

* * * * * * *

AMOUNTS OF PREMIUMS

SEC. 1839. (a) * * *

* * * * * * *

(c)(1) The Secretary shall, during (December of 1972 and of each
year thereafter] September of each year, determine the monthly
actuarial rate for enrollees age 65 and over which shall be applica-
ble (for the 12-month period commencing July 1 in the succeeding
year] for months in the following calendar year. Such actuarial
rate shall be the amount the Secretary estimates to be necessary so
that the aggregate amount for such (12-month period] calendar
year with respect to those enrollees age 65 and over will equal one-
half of the total of the benefits and administrative costs which he
estimates will be payable from the Federal Supplementary Medical
Insurance Trust Fund for services performed and related adminis-
trative costs incurred in such (12-month period] calendar year. In
calculating the monthly actuarial rate, the Secretary shall include
an appropriate amount for a contingency margin.

(2) The monthly premium of each individual enrolled under this
part for each month after June 1973 shall, except as provided in
subsections (d) and (g), be the amount determined under paragraph
(3).

(3) The Secretary shall, during (December of 1972 and of each
year thereafter] September of each year, determine and promul-
gate the monthly premium applicable for the individuals enrolledunder this part (for the 12-month period commencing July 1 in
the succeeding year.] The monthly premium shall (except as other-
wise provided in subsection (g)) 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;] calendar year, or
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(B) the monthly premium rate most recently promulgated by
the Secretary under this paragraph, increased by a percentage
determined as follows: The Secretary shall ascertain the pri-
mary insurance amount computed under section 215(a)(1),
based upon average indexed monthly earnings of $900, that ap-
plied to individuals who became eligible for and entitled to old-
age insurance benefits on (May 1 of the year] November 1 of
the year before the year of the promulgation. He shall increase
the monthly premium rate by the same percentage by which
that primary insurance amount is increased when, by reason
of the law in effect at the time the promulgation is made, it is
so computed to apply to those individuals on the following
(May] November 1.

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 bases em-
ployed by him in arriving at the amount of an adequate actuarial
rate for enrollees age 65 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] September of each year, determine the
monthly actuarial rate for disabled enrollees under age 65 which
shall be applicable (for the 12-month period commencing July 1 in
the succeeding year] for months in the following calendar year.
Such actuarial rate shall be the amount the Secretary estimates to
be necessary so that the aggregate amount for such (12-month
period] calendar year with respect to disabled enrollees under age
65 will equal one-half of the total of the benefits and administra-
tive costs which he estimates will be incurred in the Federal Sup-
plementary Medical Insurance Trust Fund for such (12-month
period] calendar year with respect to such enrollees. In calculating
the monthly actuarial rate under this paragraph, the Secretary
shall include an appropriate amount for a contingency margin.

* * * * * * *

(g)(1) Notwithstanding the provisions of subsection (c), the month-
ly premium for each individual enrolled under this part for each
month after (June] December 1983 and prior to (July 1985] Jan-
uary 1986 shall be an amount equal to 50 percent of the monthly
actuarial rate for enrollees age 65 and over, as determined under
subsection (c)(1) and applicable to such month.

(2) Any increases in premium amounts taking effect prior to
(July 1985] January 1986 by reason of paragraph (1) shall be
taken into account for purposes of determining increases thereafter
under subsection (c)(3).

* * * * * * *

PART B—SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AGED AND DISABLED

— — * * *
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FEDERAL SUPPLEMENTARy MEDICAL INSURANCE TRUST FUND

SEC. 1841 (a) There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the "Federal
Supplementary Medical Insurance Trust Fund" (hereinafter in this
section referred to as the "Trust Fund"). The Trust Fund shall con-
sist of such gifts and bequests as may be made as provided in sec-
tion 201(i)(1), and such amounts as may be deposited in, or appro-
priated 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 (here-
inafter in this section referred to as the "Board of Trustees") com-
posed of the Secretary of the Treasury, the Secretary of Labor, and
the Secretary of Health, Education, and Welfare, all ex offico. The
Secretary of the Treasury shall be in the Managing Trustee of the
Board of Trustees (hereinafter in this section referred to as the
"Managing Trustee"). The Administrator of the Health Care Fi-
nancing Administration shall serve as the Secretary of the Board
of Trustees. The Board of Trustees shall meet not less frequently
than once each calendar year. It shall be the duty of the Board of
Trustees to—

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

April of each year on the operation and status of the Trust
Fund during the preceding fiscal year and on its expected oper-
ation and status during the current fiscal year and the next 2
fiscal years.

(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

(4) Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, includ-
ing necessary changes in the provisions of law which govern
the way in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected
income to, and disbursements to be made from, the Trust Fund
during the current fiscal year and each of the next 2 fiscal years,
and a statement of the actuarial status of the Trust Fund. Such
report shall be printed as a House document of the session of the
Congress to which the report is made.

(c) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required tomeet current, withdrawals. [Such investments may be made only
in interest-bearing obligations of the United States or in obliga-
tions guaranteed as to both principal and interest by the United
States. For such purpose such obligations may be acquired (1) on
original issue at the issue price, or (2) by purchase of outstanding
obligations at the market price.] Such investments may be made
only in interest-bearing public-debt obligations of the United States
which are issued exclusively for purchase by the Trust Funds under
title 31 of the United States Code. The purposes for which obliga-
tions of the United States may be issued under the Second Liberty
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Bond Act, as amended, are hereby extended to authorize the issu-
ance at par of public-debt obligations for purchase by the Trust
Fund. (Such obligations issued for purchase by the Trust Fund
shall have maturities fixed with due regard for the needs of the
Trust Fund and shall bear interest at a rate equal to the average
market yield (computed by the Managing Trustee on the basis of
market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obli-
gations 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 aver-
age 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.] Such obliga-
tions shall be redeemable at par plus accrued interest at any time,
and shall bear interest in any month (including the month of issue)
at a rate equivalent to either (1) the average market yield (deter-
mined by the Managing Trustee on the basis of market quotations
as of the end of each business day of the preceding month) on all
marketable interest-bearing obligations of the United States then
forming a part of the public debt (other than "flower bonds '9 which
are not due or callable until after the expiration of 4 years from the
end of such preceding month, or (2) the average market yield (so de-
termined) on all such obligations which are due or callable 4 years
or less from the end of such preceding month, whichever, average
market yield (with respect to the month involved) is larger; except
that where such equivalent interest rate is not a multiple of one-
eighth of 1 percent, the rate of interest on the obligations involved
shall be the multiple of one-eighth of 1 percent nearest such equiva-
lent rate. (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 determines that the
purchase of such other obligations is in the public interest.] For
purposes of the preceding sentence, the term "flower bond" means a
United States Treasury bond which was issued before March 4,
1971, and which may, at the option of the duly constituted repre-
sentative of the estate of a -deceased individual, be redeemed in ad-
vance of maturity and at par (face) value plus accrued interest to
the date of payment if (i) it was owned by such deceased individual
at the time of his death, (ii) it is part of the estate of such deceased
individual, and (iii) such representative authorizes the Secretary of
the Treasury to apply the entire proceeds of the redemption of such
bond to the payment of Federal estate taxes.

((d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.]

* * * * * * *
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PART C—MISCELLANEOUS PROVISIONS

DEFINITIONS OF SERVICES, INSTITUTIONS, ETC.

SEC. 1861. For purposes of this title—

Spell of Illness

(a) * * *

* * * * * * *

Reasonable Cost
(v)(1)(A) * * *

* * * * * * *

(G)(i) In any case in which a hospital provides inpatient services
to an individual that would constitute post-hospital extended care
services if provided by a skilled nursing facility and a quality con-
trol and peer review organization (Or, in the absence of such a
qualified organization, the Secretary or such agent as the Secretary
may designate determines that inpatient hospital services for the
individual are not medically necessary but post-hospital extended
care services for the individual are medically necessary and such
extended care services are not otherwise available to the individual
(as determined in accordance with criteria established by the Secre-
tary) at the time of such determination, payment for such services
provided to the individual shall continue to be made under this
title at the payment rate described in clause (ii) during the period
in which—

(I) such post-hospital extended care services for the individu-
al are medically necessary and not otherwise available to the
individual (as so determined),

(II) inpatient hospital services for the individual are not
medically necessary, and

(III) the individual is entitled to have payment made for
post-hospital extended care services under this title.

except that if the Secretary determines that the hospital had
(during the immediately preceding calendar year) an average daily
occupancy rate of 80 percent or more" and inserting in lieu thereof
"there is not an excess of hospital beds in such hospital and (sub-
ject to clause (iv)) there is not an excess of hospital beds in the area
of such hospital, such payment shall be made (during such period)
(on the basis of the reasonable cost of] the amount otherwise pay-
able under part A with respect to inpatient hospital services.

* * * * * * *

(2)(A) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and in-
patient psychiatric hospital services) or post-hospital extended care
services is in accommodations more expensive than semi-private ac-
commodations, the amount taken into account for purposes of pay-
ment under this title with respect to such services may not exceed
(an amount equal to the reasonable cost of] the amount that
would be taken into account with respect to such services if fur-
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nished in such semi-private accommodations unless the more ex-
pensive accommodations were required for medical reasons.

(B) Where a provider of services which has an agreement in
effect under this title furnishes to an individual items or services
which are in excess of or more expensive than the items or services
with respect to which payment may be 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 equiva-
lent of the reasonable cost of] the items or services with respect to
which such payment may be made.

(3) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and in-
patient psychiatric hospital services) or post hospital extended care
services is in accommodations other than, but not more expensive
than, semi-private accommodations and the use of such other ac-
commodations rather than semi-private accommodations was nei-
ther at the request of the patient nor for a reason which the Secre-
tary determines is consistent with the purposes of this title, the
amount of the payment with respect to such bed and board under
part A shall be (the reasonable cost of such bed and board furnished
in semi-private accommodations (determined pursuant to paragraph
(1))] the amount otherwise payable under this title for such bed and
board furnished in semi-private accommodations minus the differ-
ence 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.

EXCLUSIONS FROM COVERAGE

SEC. 1862. (a) Notwithstanding any other provisions of this title,
no payment may be made under part A or part B for any expenses
incurred for items or services—

(1)(A) * * *

* * * * * * *

(12) where such expenses are for services in connection with
the care, treatment, filling, removal, or replacement of teeth or
structures directly supporting teeth, except that payment may
be made under part A in the case of inpatient hospital services
in connection with the provision of such dental services if the
individual, because of his underlying medical condition and
clinical status or because of the severity of the dental proce-
dure, requires hospitalization in connection with the provision
of such services; (or]

(13) where such expenses are for—
(A) the treatment of flat foot conditions and the pre-

scription of supportive devices therefor,
(B) the treatment of subluxations of the foot, or
(C) routine foot care (including the cutting or removal of

corns or calluses, the trimming of nails, and other routine
hygienic care)(.]; or

(14) which are other than physicians' services and which are
furnished to an individual who is an inpatient of a hospttal by
an entity other than the hospital, unless the services are fur-
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nished under arrangements (as defined in section l86l(wXl))
with the entity made by the hospital.

* * * * * * *

AGREEMENTS WITH PROVIDERS OF SERVICES

SEC. 1866. (a)(1) Any provider of services (except a fund designat-
ed for purposes of section 1814(g) and section 1835(e)) shall be quali-
fied to participate under this title and shall be eligible for pay-
ments under this title if it files with the Secretary an agreement—(A)***

* * * * * * *

(D) to promptly notify the Secretary of its employment of an
individual who, at any time during the year preceding such
employment, was employed in a managerial, accounting, audit-
ing, or similar capacity (as determined by the Secretary by reg-
ulation) by an agency or organization which serves as a fiscal
intermediary or carrier (for purposes of part A or part B, or
both, of this title) with respect to the provider, [and]

(E) to release data with respect to patients of such provider
upon request to an organization having a contract with the
Secretary under part B of title XI as may be necessary (i) to
allow such organization to carry out its functions under such
contract, or (ii) to allow such organization to carry out similar
review functions under any contract the organization may
have with a private or public agency paying for health care in
the same area with respect to patients who authorize release of
such data of such purposes[.],

(F) in the case of hospitals which provide inpatient hospital
services for which payment may be made under subsection (d) or
(d) of section 1886, to maintain an agreement with a utilization
and quality control peer review organization (which has a con-
tract with the Secretary under part B of title XI) under which
the organization will perform functions under that part with
respect to the review of admissions, discharges, and quality of
care respecting inpatient hospital services for which payment
may be made under part A of this title,

(G) in the case of hospitals which provide inpatient hospital
services for which payment may be made under subsection (b) or
(d) of section 1886, not to charge any individual or any other
person for inpatient hospital services for which such individual
would be entitled to have payment made under part A but for a
denial or reduction of payments under section 1886(f), and

(H) in the case of hospitals which provide inpatient hospital
services for which payment may be made under section 1886(d),
to have all items and services (other than physicians' services)
(i) that are furnished to an individual who is an inpatient of
the hospital, and (ii) for which the individual is entitled to
have payment made under this title, furnished by the hospital
or otherwise under arrangements (as defined in section
1861(w))(1) made by the hospital.
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(2)(A) * ' *

(B)(i) Where a provider of services has furnished, at the request
of such individual, items or services which are in excess of or more
expensive than the items or services with respect to which pay-
ment may be made under this title, such provider of services may
also charge such individual or other person for such more expen-
sive items or services to the extent that the amount customarily
charged by it for the items or services furnished at such request
exceeds the amount customarily charged by it for the items or serv-
ices with respect to which payment may be made under this title.

(ii) Where a provider of services customarily furnishes an individ-
ual 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 re-
quested by such individual, such provider may (except with respect
to emergency services and except with respect to inpatient hospital
costs with respect to which amounts are payable under section
1886(d)) 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 serv-
ices experienced by such provider in the second fiscal period imme-
diately preceding the fiscal period in which such charges are im-
posed exceed the cost of such items or services determined to be
necessary in the efficient delivery of needed health services, but
only if—

(I) the Secretary has provided notice to the public of any
charges being imposed on individuals entitled to beneifts under
this title on account of costs in excess of the costs determined
to be necessary in the efficient delivery of needed health serv-
ices under this title by particular providers of services in the
area in which such items or services are furnished, and

* * * * * * *

PAYMENT5 TO HEALTH MAINTENANCE ORGANIZATIONS AND
COMPETITIVE MEDICAL PLAN5

SEC. 1876. (a)(1)(A) * * *

* * * * * * *

(gXl) * * *

* * * * * * *

(4) A nsk-sharing contract under this subsection may, at the
option of an eligible organization, provide that the Secretary—

(A) will reimburse hospitals either for the reasonable cost (as
determined under section 1861(v)) or for payment amounts deter-
mined in accordance with section 1886, as applicable, of npa-
tient hospital services furnished to individuals enrolled with
such organization pursuant to subsection (d), and

(B) will deduct the amount of such reimbursement for pay-
ment which would otherwise be made to such organization.
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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
hearing with respect to such cost, report by a provider Reimburse-
ment Review Board (hereinafter referred to as the "Board") which
shall be established by the Secretary in accordance with subsection
(h) and (except as provided in subsection (g)(2)) any hospital which
receives payments in amounts computed under section 1886(d) and
which has submitted such reports within such time as the Secretary
may require in order to make payment under such section may
obtain a hearing with respect to such payment by the Board, if—

(1) such provider—
(A)(i) is dissatisfied with a final determination of the or-

ganization serving as its fiscal intermediary pursuant to
section 1816 as to the amount of total program reimburse-
ment due the provider for the items and services furnished
to individuals for which payment may be made under this
title for the period covered by such report, or
(ii) is dissatisfied with a final determination of the Secretary

as to the amount of the payment under section 1886(d),
(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
(3) such provider files a request for a hearing within 180

days after notice of the intermediary's final determination
under paragraph ((1)(A)](1XA)(i), or with respect to appeaLs
under paragraph (1XA)(ii), 180 days after notice of the Secre-
tary 's final determination, or with respect to appeals pursuant
to paragraph (1) (B) or (C), within 180 days after notice of such
determination would have been received if such determination
had been made on a timely basis.

* * * * * * *

(g) (1) The finding of a fiscal intermediary that no payment may
be made under this title for any expensed 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 pursuant to an action brough under subsection (0.

(2) The determinations and other decisions described in section
1886(dX7) shall not be reviewed by the Board or by any court pursu-
ant to an action brought under subsection (/9 or otherwise.

(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 serv-
ices. All of the members of the Board shall be persons knowledge-
able in the field of (cost reimbursement] payment of providers of
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services, and at least one of them shall be a certified public ac-
countant. Members of the Board shall be entitled to receive com-
pensation at rates fixed by the Secretary, but not exceeding the
rate specified (at the time the service involved is rendered by such
members) for grade GS—18 in section 5332 of title 5, United States
Code. The term of office shall be three years, except that the Secre-
tary shall appoint the initial members of the Board for shorter
terms to the extent necessary to permit staggered terms of office.

MEDICARE COVERAGE FOR END STAGE RENAL DI5EA5E PATIENT5

SEc. 1881. (a) The benefits provided by parts A and B of this title
shall include benefits for individuals who have been determined to
have end-stage renal disease as provided in section 226A, and bene-
fits for kidney donors as provided in subsection (d) of this section.
Notwithstanding any other provision of this title, the type, dura-
tion, and scope of the benefit provided by parts A and B with re-
spect to individuals who have been determined to have end-stage
renal disease and who are entitled to such benefits without regard
to section 226A shall in no case be less than the type, duration, and
scope of the benefits so provided for individuals entitled to such
benefits solely by reason of that section.

(bXl) Payments under this title with respect to services, in addi-
tion to services for which payment would otherwise by made under
this title, furnished to individuals who have been determined to
have end-stage renal disease shall include (A) payments on behalf
of such individuals to providers of services and renal dialysis facili-
ties which meet such requirements as the Secretary shall by regu-
lation prescribe for institutional dialysis services and supplies (in-
cluding self-dialysis services in a self-care dialysis unit maintained
by the provider or facility), transplantation services, self-care home
dialysis support services which are furnished by the provider or fa-
cility, and routine professional services performed by a physician
during a maintenance dialysis episode if payments for his other
professional services furnished to an individual who has end-stage
renal disease are made on the basis specified in paragraph (3)(A) of
this subsection, and (B) payments to or on behalf of such individ-
uals for home dialysis supplies and equipment. The requirements
prescribed by the Secretary under subparagraph (A) shall include
requirements for a minimum utilization rate for covered proce-
dures and for self-dialysis training programs.

(2)(A) With respect to payments for dialysis services furnished by
providers of services and renal dialysis facilities to individuals de-
termined to have end-stage renal disease for which payments may
be made under part B of this title, such payments (unless otherwise
provided in this section) shall be equal to 80 percent of the
amounts determined in accordance with subparagraph (B); and
with respect to payments for services for which payments may be
made under part A of this title, the amounts of such payments
(which amounts shall not exceed, in respect to costs in procuring
organs attributable to payments made to an organ procurement
agency or histocompatibility laboratory, the costs incurred by that
agency or laboratory) shall be determined in accordance with sec-
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tion 1861(v) or section 1886 (if applicable). Payments shall be made
to a renal dialysis facility only if it agrees to accept such payments
as payment in full for covered services, except for payment by the
individual of 20 percent of the estimated amounts for such services
calculated on the basis established by the Secretary under subpara-
graph (B) and the deductible amount imposed by section 1833(b).

* * * * * * *

PAYMENT TO HOSPITALS FOR INPATIENT HOSPITAL SERVICES

SEC. 1886. (a)(1)(A)(i) The Secretary, in determining the amount
of the payments that may be made under this title with respect to
operating costs of inpatient hospital services (as defined in para-
graph (4)) shall not recognize as reasonable (in the efficient deliv-
ery of health services) costs for the provision of such services by a
hospital for a cost reporting period to the extent such costs exceed
the applicable percentage (as determined under clause (ii)) of the
average of such costs for all hospitals in the same grouping as such
hospital for comparable time periods.

(ii) For purposes of clause (i), the applicable percentage for hospi-
tal cost reporting periods beginning—

(I) on or after October 1, 1982, and before October 1, 1983, is
120 percent;

(II) on or after October 1, 1983, and before October 1, 1984, is
115 percent; and

(III) on or after October 1, 1984, is 110 percent.
(B)(i) For purposes of subparagraph (A) the Secretary shall estab-

lish case mix indexes for all short-term hospitals, and shall set
limits for each hospital based upon the general mix of types of
medical cases with respect to which such hospital provides services
for which payment may be made under this title.

(ii) The Secretary shall set such limits for a cost reporting period
of a hospital—

(I) by updating available data for a previous period to the im-
mediate preceding cost reporting period by the estimated aver-
age rate of change of hospital costs industry-wide, and

(II) by projecting for the cost reporting period by the applica-
ble percentage increase (as defined in subsection (b)(3)(B)).

(C) The limitation established under subparagraph (A) for any
hospital shall in no event be lower than the allowable operating
costs of inpatient hospital services (as defined in paragraph (4)) rec-
ognized under this title for such hospital for such hospital's last
cost reporting period prior to the hospital's first cost reporting
period for which this section is in effect.

(D) Subparagraph (A) shall not apply to cost reporting periods be-
ginning on or after October 1, L985.

(2) The Secretary shall provide for such exemptions from, and ex-
ceptions and adjustments to, the limitation established under para-
graph (1)(A) as he deems appropriate, including those which he
deems necessary to take into account—

(A) the special needs of sole community hospitals, of new
hospitals, of risk based health maintenance organizations, and
of hospitals which provide atypical services or essential com-
munity services, and to take into account extraordinary cir-



294

cumstances beyond the hospital's control, medical and para-
medical education costs, significantly fluctuating population in
the service area of the hospital, and unusual labor costs,

(B) the special needs of psychiatric hospitals and of public or
other hospitals that serve a significantly disproportionate
number of patients who have low income or are entitled to
benefits under part A of this title, and

(C) a decrease in the inpatient hospital services that a hospi-
tal provides and that are customarily provided directly by simi-
lar hospitals which results in a significant distortion in the op-
erating costs of inpatient hospital services.

(3) The limitation established under paragraph (1)(A) shall not
apply with respect to any hospital which—

(A) is located outside of a standard metropolitan statistical
area, and

(B)(i) has less than 50 beds, and
(ii) was in operation and had less than 50 beds on the date of

the enactment of this section.
(4) For purposes of this section, the term "operating costs of inpa-

tient hospital services" includes all routine operating costs, ancil-
lary service operating costs, and special care unit operating costs
with respect to inpatient hospital services as such costs are deter-
mined on an average per admission or per discharge basis (as deter-
mined by the Secretary). Such term does not include capital-related
costs and costs of approved educational activities, as defined by the
Secretary.

(b)(1) (Notwithstanding section 1814(b), but subject to the provi-
sions of sections] Notwithstanding section 1814(b) but subject to the
provisions of section 1813, if the operating costs of inpatient hospi-
tal services (as defined in subsection (a)(4)) of a hospital (other than
a subsection (d) hospita4 as defined in subsection (d(1XB)) for a cost
reporting period subject to this paragraph—

(A) are less than or equal to the target amount (as defined in
paragraph (3)) for that hospital for that period, the amount of
the payment with respect to such operating costs payable
under part A on a per discharge or per admission basis (as the
case may be) shall be equal to the amount of such operating
costs, plus—

(i) 50 percent of the amount by which the target amount
exceeds the amount of the operating costs, or

(ii) 5 percent of the target amount,
whichever is less; or

(B) are greater the target amount, the amount of the pay-
ment with respect to such operating costs payable under part
A on a per discharge or per admission basis (as the case may
be) shall be equal to (i) the target amount, plus (ii) in the case
of cost reporting periods beginning on or after October 1, 1982,
and before October 1, 1984, 25 percent of the amount by which
the amount of the operating costs exceeds the target amount;

except that in no case may the amount payable under this title
(other than on the basis of a DRG prospective payment rate deter-
mined under subsection (d)) with respect to operating costs of inpa-
tient hospital services exceed the maximum amount payable with
respect to such costs pursuant to subsection (a).
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((2) Paragraph (1) shall not apply to cost reporting periods of
hospitals beginning on or after October 1, 1985.]

(3)(A) For purposes of this subsection, the term "target amount"
means, with respect to a hospital for a particular 12-month cost re-
porting period—

(i) in the case of the first such reporting period for which
this subsection is in effect, the allowable operating costs of in-
patient hospital services (as defined in subsection (a)(4)) recog-
nized under this title for such hospital for the preceding 12-
month cost reporting period, and

(ii) in the case a later reporting period, the target amount for
the preceding 12-month cost reporting period,

increased by the applicable percentage increase under subpara-
graph (B) for that particular cost reporting period.

(B) For purposes of subparagraph (A) and subsection (d) and
except as provided in subsection (e), the applicable percentage in-
crease for any 12-month cost reporting period or fiscal year shall be
equal to 1 percentage point plus the percentage, estimated by the
Secretary before the beginning of the period or year, by which the
cost of the mix of goods and services (including personnel costs but
excluding non-operating costs) comprising routine, ancillary, and
special care unit inpatient hospital services, based on an index of
appropriately weighted indicators of changes in wages and prices
which are representative of the mix of goods and services included
in such inpatient hospital services, for such cost reporting period
(exceeds] or fiscal year will exceed the cost of such mix of goods
and services for the preceding 12-month cost reporting period or
fiscal year.

* * * * * * *

(c)(1) The Secretary may provide, in his discretion, that payment
with respect to services provided by a hospital in a State may be
made in accordance with a hospital reimbursement control system
in a State, rather than in accordance with the other provisions of
this title, if the chief executive officer of the State requests such
treatment and if—

(A) the Secretary determines that the system, if approved
under this subsection, will apply (i) to substantially all non-
Federal acute care hospitals (as defined by the Secretary) in
the State and (ii) to the review of at least 75 percent of all rev-
enues or expenses in the State for inpatient hospital services
and of revenues or expenses for inpatient hospital services pro-
vided under the State's plan approved under title XIX;

(B) the Secretary has been provided satisfactory assurances
as to the equitable treatment under the system of all entities
(including Federal and State programs) that pay hospitals for
inpatient hospital services, of hospital employees, and of hospi-
tal patients; (and]

(C) the Secretary has been provided satisfactory assurances
that under the system, over 36-month periods (the first such
period beginning with the first month in which this subsection
applies to that system in the State), the amount of payments
made under this title under such system will not exceed the
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amount of payments which would otherwise have been made
under this title not using such system(.]; and

(D) the Secretary determines that the system will not preclude
an eligible organization (as defined in section 1876(b)) from ne-
gotiating directly with hospitaLs with respect to the organiza-
tion 's rate of payment for inpatient hospital services.

The Secretary cannot deny the application of a State under this sub-
section on the ground that the State's hospital reimbursement con-
trol system is based on a payment methodology other than on the
basis of a diagnosis-related group or on the ground that the amount
of payments made under this title under such system must be less
than the amount of payments which would otherwise have been
made under this title not using such system. If the Secretary pro-
vides that the assurances described in subparagraph (C) are based
on maintaining payment amounts at no more than a specified per-
centage increase above the payment amounts in a base period, the
State has the option of applying such test (for inpatient hospital
services under part A) on an aggregate payment basis or on the basis
of the amount of payment per inpatient discharge or admission. If
the Secretary provides that the assurances described in subpara-
graph (C) are based on maintaining aggregate payment amounts
below a national average percentage increase in total payments
under part A for inpatient hospital services, the Secretary cannot
deny the application of a State under this subsection on the ground
that the State's rate of increase in such payments for such services
must be less than such national average rate of increase.

(2) In determining under paragraph (1)(C) the amount of payment
which would otherwise have been made under this title for a State,
the Secretary may provide for appropriate adjustment of such
amount to take into account previous reductions effected in the
amount of payments made under this title in the State due to the
operation of the hospital reimbursement control system in the
State if the system has resulted in an aggregate rate of increase in
operating costs of inpatient hospital services (as defined in subsec-
tion (a)(4)) under this title for hospitals in the State which is less
than the aggregate rate of increase in such costs under this title
for hospitals in the United States.

(3) The Secretary shall discontinue payments under a system de-
scribed in paragraph (1) if the Secretary—

(A) determines that the system no longer meets the (re
quirement of paragraph (1)(A)] requirements of subparagraph
(A) and (D) of paragraph (1) and, if applicable, the requirements
of paragraph (5), or

(B) has reason to believe that the assurances described in
subparagraph (B) or (C) of paragraph (1) (or, if applicable, in
paragraph (5)) are not being (or will not be) met.

(4) The Secretary shall approve the request of a State under para-
graph (1) with respect to a hospital reimbursement control system

(A) the requirements of subparagraphs (A), (B), (C), and (D) of
paragraph (1) have been met with respect to the system, and

(B) with respect to that system a waiver of certain require-
ments of title XVIII of the Social Security Act has been ap-
proved on or before (and which is in effect as of) the date of the
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enactment of the Social Security Act Amendments of L983, pur-
suant to section 402(a) of the Social Security Amendments of
L967 or section 222(a) of the Social Security Amendments of
L972.

(5) The Secretary shall approve the request of a State under para-
graph (1) with respect to a hospital reimbursement control system
if—

(A) the requirements of subparagraphs (A), (B), (C), and (D) of
paragraph (1) have been met with respect to the system;

(B) the Secretary determines that the system—
(i) is operated directly by the State or by an entity desig-

nated pursuant to State law,
(ii) provides for payment of hospitals covered under the

system under a methodology (which sets forth exceptions
and adjustments, as well as any method for changes in the
methodology) by which rates or amounts to be paid for hos-
pital services during a specified period are established
under the system prior to the defined rate period, and

(iii) hospitals covered under the system will make such
reports (in lieu of cost and other reports, identified by the
Secretary, otherwise required under this title) as the Secre-
tary may require in order to properly monitor assurances
provided under this subsection;

(C) the State has provided the Secretary with satisfactory as-
surances that operation of the system will not result in any
change in hospital admission practices which result in—

(i) a significant reduction in the proportion of patients
(receiving hospital services covered under the system) who
have no third-party coverage and who are unable to pay for
hospital services,

(ii) a significant reduction in the proportion of individ-
uals admitted to hospitals for inpatient hospital services
for which payment is (or is likely to be) less than the antici-
pated charges for or costs of such services.

(iii) the refusal to admit patients who would be expected
to require unusually costly or prolonged treatment for rea-
sons other than those related to the appropriateness of the
care available at the hospital, or

(iv) the refusal to provide emergency services to any
person who is in need of emergeny services if the hospital
provides such services;

(D) any change by the State in the system which has the
effect of materially reducing payments to hospitals can only
take effect upon 60 days notice to the Secretary and to the hos-
pitals the payment to which is likely to be materially affected by
the change; and

(E) the State has provided the Secretary with satisfactory as-
surances that in the development of the system the State has
consulted with local governmental officials concerning the
impact of the system on public hospitals.
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The Secretary shall respond to requests of States under this para-
graph within 60 days of the date the request is submitted to the Sec-
retary.

* * * * * * *

(d)(1)(A) Notwithstanding section 1814(b) but subject to the provi-
sions of section 1813, the amount of the payment with respect to the
operating costs of inpatient hospital services (as defined in subsec-
tion (a)(4)) of a subsection (d) hospital (as defined in subparagraph
(B)) for inpatient hospital discharges in a cost reporting period or in
a fiscal year—

(i) beginning on or after October 1, 1983, and before October 1,
1986, is equal to the sum of—

(I) the target percentage (as defined in subparagraph (C))
of the lesser of the hospital s target amount for the cost re-
porting period (as defined in subsection (b)(3XA)), or the
limitation established under subsection (a) (determined
without regard to paragraph (2) thereof) for the period, and

(II) the DRG percentage (as defined in subparagraph (C))
of the adjusted DRG prospective payment rate determined
under paragraph (2) or (3) for such discharges; or

(ii) beginning on or after October 1, 1986, is equal to the ad-
justed DRG prospective payment rate determined under para-
graph (3) for such discharges.

(B) As used in this section, the term "subsection (d) hospital"
means a hospital located in one of the fifty States or the District of
Columbia other than—

(i) a psychiatric hospital (as defined in section 1861(f)),
(ii) a rehabilitation hospital (as defined by the Secretary),
(iii) a hospital whose inpatients are predominantly individ-

uals under 18 years of age, or
(iv) a hospital which has an average inpatient length of stay

(as determined by the Secretary) of greater than 25 days;
and, upon request of a hospital and in accordance with regulations
of the Secretary, does not include a psychiatric or rehabilitation
unit of the hospital which is a distinct part of the hospital (as de-
fined by the Secretary).

(C) For purposes of this subsection, for cost reporting periods be-
ginning, or discharges occurring—

(i) on or after October 1, 1983, and before October 1, 1984, the
"target percentage" is 75 percent and the "DRG percentage" is
25 percent;

(ii) on or after October 1, 1984, and before October 1, 1985, the
"target percentage" is 50 percent and the "DRG percentage" is
50 percent; and

(iii) on or after October 1, 1985, and before October 1, 1986,
the "target percentage" is 25 percent and the "DRG percentage"
is 75 percent.

(2) The Secretary shall determine an adjusted DRG prospective
payment rate, for each inpatient hospital discharge in fiscal year
1984 involving inpatient hospital services of a subsection (d) hospi-
tal (located in an urban or rural area within a census division) for
which payment may be made under part A of this title, as follows:
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(A) DETERMINING ALLOWABLE INDIVIDUAL HOSPITAL COSTS FOR
BASE PERIOD.—The Secretary shall determine the allowable op-
erating costs of inpatient hospital services for the hospital for
the most recent cost reporting period for which data are availa-
ble.

(B) UPDATING FOR FISCAL YEAR 1984.—The Secretary shall
update each amount determined under subparagraph (A) for
fiscal year 1984 by—.

(i) updating for fiscal year 198 by the estimated average
rate of change of hospital costs industry-wide between the
cost reporting period used under such subparagraph and
fiscal year 198, and

(ii) projecting for fiscal year 1984 by the applicable per-
centage increase (as defined in subsection (b)()(B)) for fiscal
year 1984.

(C) STANDARDIZING AMOUNTS.—The Secretary shall standard-
ize the amount updated under subparagraph (B) for each hospi-
tal by—

(i) excluding an estimate of indirect medical education
costs,

(ii) adjusting for variations among hospitals by area in
the average hospital wage level, and

(iii) adjusting for variations in case mix among hospitals.
(D) COMPUTING URBAN AND RURAL AVERAGES IN EACH CENSUS

DIVISION.—The Secretary shall compute an average of the
standardized amounts determined under subparagraph (C) for
each census division—

(i) for all subsection (d) hospitals located in an urban
area in that division, and

(ii) for all subsection (d) hospitals located in a rural area
in that division.

For purposes of this subsection, the term "census division"
means one of the nine divisions, comprising the fifty States and
the District of Columbia, established by the Bureau of the
Census for statistical and reporting purposes; the term "urban
area" means an area within a Standard Metropolitan Statisti-
cal Area (as defined by the Office of Management and Budget)
or within such similar area as the Secretary has recognized
under subsection (a) by regulation in effect as of January 1,
198; and the term "rural area" means any area outside such
an Area or similar area.

(E) REDUCING FOR VALUE OF OUTLIER PAYMENT5.—The Secre-
tary shall reduce each of the average standardized amounts de-
termined under subparagraph (D) by a proportion equal to the
proportion (estimated by the Secretary) of the amount of pay-
ments under this subsection based on DRG prospective payment
rates which are additional payments described in paragraph
(5)(A) (relating to outlier payments).

(F) MAINTAINING BUDGET NEUTRALITY.—The Secretary shall
adjust each of such average standardized amounts as may be
required under subsection (e)(1)(B) for that fiscal year.

(G) COMPUTING DRG-SPECIFIC RATES FOR URBAN AND RURAL
HOSPITALS IN EACH CENSUS DIVISION.—For each discharge clas-



300

sified witin a diagnosis-related group, the Secretary shall estab-
lish a DRG prospective payment rate which is equal—

(i) for hospitals located in an urban area in a census di-
vision, to the product of—

(I) the average standardized amount (computed under
subparagraph (D), reduced under subparagraph (TE),
and adjusted under subparagraph (F)) for hospitals lo-
cated in an urban area in that division, and

(II) the weighting factor (determined under para-
graph (4) (B)) for that diagnosis-related group; and

(ii) for hospitals located in a rural area in a census divi-
sion, to the product of—

(I) the average standardized amount (computed
under subparagraph (D), reduced under subparagraph
(E), and adjusted under subparagraph (F)) for hospitals
located in a rural area in that division, and

(II) the weighting factor (determined under para-
graph (4) (B)) for that diagnosis-related group.

(H) ADJUSTING FOR DIFFERENT AREA WAGE LEVELS.—The
Secretary shall adjust the proportion, (as estimated by the Sec-
retary from time to time) of hospitals' costs which are attributa-
ble to wages and wage-related costs, of the DRG prospective pay-
ment rates computed under subparagraph (G) for area differ-
enced in hospital wage levels by a factor (established by the Sec-
retary) reflecting the relative hospital wage level in the geo-
graphic area of the hospital compared to the national average
hospital wage level.

(S) The Secretary shall determine an adjusted DRG prospective
payment rate, for each inpatient hospital discharge in a fiscal year
after fiscal year 1984 involving inpatient hospital services of a sub-
section (d) hospital for which payment may be made under part A of
this title, as follows:

(A) UPDATING PREVIOUS STANDARDIZED AMOUNTS.—The Secre-
tary shall compute an average standardize amount—

(i) for fiscal years 1985, 1986, and 1987, for hospitals lo-
cated in an urban area within each census division and for
hospitals located in a rural area within each census divi-
sion, and

(ii) for subsequent fiscal years, for hospitals located in an
urban area and for hospitals located in a rural area,

equal to the respective average standardized amount (or, for
fiscal year 1988, the weighted average of the respective average
standardized amounts) computed for the previous fiscal year
under paragraph (2)(D) or under this subparagraph, increased
by the applicable percentage increase under subsection (bXSXB)
for that particular fiscal year.

(B) REDUCING FOR VALUE OF OUTLIER PAYMENTS.—The Secre-
tary shall reduce each of the average standardized amounts de-
termined under subparagraph (A) by a proportion equal to the
proportion (estimated by the Secretary) of the amount of pay-
inents under this subsection based on DRG prospective payment
amounts which are additinal payments described in paragraph
(5XA) (relating to outlier payments).
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(C) MAINTAINING BUDGET NEUTRALITY.—The Secretary shall
adjust each of such average standardized amounts as may be
required under subsection (e)(1XB) for that fiscal year.

(D) COMPUTING DRG-SPECIFIC RATES FOR URBAN AND RURAL
HOSPITALS.—For each discharge classified within a diagnosis-
related group, the Secretary shall establish a DRG prospective
payment rate for the fiscal year which is equal—

(i) for hospitals located in an urban area (and, if applica-
ble, in a census division), to the product of—

(I) the average standardized amount (computed
under subparagraph (A), reduced under subparagraph
(B), and adjusted under subparagraph (C)) for the
fiscal year for hospitals located in an urban area (and,
if applicable, in that division), and

(II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group; and

(ii) for hospitals located in a rural area (and, if applica-
ble, in a census division), to the product of—

(I) the average standardized amount (computed
under subparagraph (A), reduced under subparagraph
(B), and adjusted under subparagraph (C)) for the
fiscal year for hospitals located in a rural area (and, if
applicable in that division), and

(II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group.

(E) ADJUSTING FOR DIFFERENT AREA WAGE LEVEL5.—The Sec-
retary shall adjust the proportion, (as estimated by the Secre-
tary from time to time) of hospitals' costs which are attributa-
ble to wages and wage-related costs, of the DRG prospective pay-
ment rates computed under subparagraph (D) for area differ-
ences in hospital wage levels by a factor (established by the Sec-
retary) reflecting the relative hospital wage level in the geo-
graphic area of the hospital compared to the national average
hospital wage level.

(4XA) The Secretary shall establish (and may from time to time
make changes in) a classification of inpatient hospital discharges by
diagnosis-related groups and a methodology for classifying specific
hospital discharges within these groups.

(B) For each such diagnosis-related group the Secretary shall
assign (and may from time to time recompute) an appropriate
weighting factor which reflects the relative hospital resources used
with respect to discharges classified within that groups compared to
discharges classified within other groups.

(5)(A)(i) The Secretary shall provide for an additional payment
amount (as determined by the Secretary) for a subsection (d) hospi-tal for any discharge in a diagnosis-related group the length of stay
of which exceeds by 30 or more days the mean length of stay of dis-
charges within that group.

(ii) The Secretary shall provide for an additional payment
amount (as determined by the Secretary) for a subsection (d) hospi-tal for any discharge in a diagnosis-related group—

(I) the length of stay of which exceeds by a period (which may
vary by diagnosis-related group) of less than 30 days the meanlength of stay for discharges within that group or



302

(II) which reflects extraordinarily or unusually expensive
costs relative to discharges classified within that group,

so that the total of the additional payments made under this sub-
paragraph for discharges in a fiscal year is not less than 4 percent
of the total payments made based on DRG prospective payment rates
for discharges in that year.

(B) The Secretary shall provide for an additional payment
amount for subsection (d) hospitals with indirect costs of medical
education, in an amount computed in the same manner as the ad-
justment for such costs under regulations (in effect as of January 1,
1983) under subsection (aX2), except that in the computation under
this subparagraph the Secretary shall use an educational adjust-
ment factor equal to twice the factor provided under such regula-
tions.

(C)(i) The Secretary shall provide for such exceptions and adjust-
ments to the payment amounts established under this subsection as
the Secretary deems appropriate to take into account the special
needs of public or other hospitals that serve a significantly dispro-
portionate number of patients who have low income or are entitled
to benefits under part A of this title.

(ii) The Secretary may provide (on a general, class, or individual
basis) for exceptions and adjustments to the payment amounts estab-
lished under this subsection to take into account the special needs
of sole community hospitals. For purposes of this section the term
"sole community hospital" means a hospital that, by reason of fac-
tors such as isolated location or absense of other hospitals (as deter-
mined by the Secretary), is the sole source of inpatient hospital serv-
ices reasonably available to individuals in a geographical area who
are entitled to benefits under part A.

(iii) The Secretary shall provide by regulation for such other ex-
ceptions and adjustments to such payment amounts as the Secretary
deems appropriate (including exceptions and adjustments that may
be appropriate with respect to public and teaching hospitals and
with respect to hospitals involved extensively in treatment for and
research on cancer).

(iv) The Secretary may provide for such adjustments to the pay-
ment amounts as the Secretary deems appropriate to take into ac-
count the unique circumstances of hospitals located in Alaska and
Hawaii.

(D)(i) The Secretary shall estimate for each fiscal year the amount
of reimbursement made for services described in section 1862(aXl4)
with respect to which payment was made under part B in the base
reporting periods referred to in paragraph (2XA) and with respect to
which payment is no longer being made in the fiscal year.

(ii) The Secretary shall provide for an additional payment for sub-
section (d) hospitals in each fiscal year so as appropriately to reflect
the net amount described in clause (i) for that fiscal year.

(E) This paragraph shall apply only to subsection (d) hospitals
that receive payments in amounts computed under this subsection.

(6) The Secretary shall provide for publication in the Federal Reg-
ister, on or before the September 1 before each fiscal year (beginning
with fiscal year 1984), of a description of the methodology and data
used in computing the adjusted DRG prospective payment rates
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under this subsection, including any adjustments required under
subsection (e)(1)(B).

(7) There shall be no administrative or judicial review under sec-
tion 1878 or otherwise of—

(A) the determination of the requirement, or the proportional
amount, of any adjustment effected pursuant to subsection
(e)(1), and

(B) the establishment of diagnosis-related groups, of the meth-
odology for the classification of discharges within such groups,
and of the appropriate weighting factors thereof under para-
graph (4).

(e)(1)(A) For cost reporting periods of hospitals beginning in fiscal
year 1984 or fiscal year L985, the Secretary shall provide for such
proportional adjustment in the applicable percentage increase (oth-
erwise applicable to the periods under subsection (b)(3)(B)) as may be
necessary to assure that—

(i) the aggregate payment amounts otherwise provided under
subsection (d)(1)(A)(i)(I) for that fiscal year for operating costs of
inpatient hospital services of hospitals,

are not greater or less than—
(ii) the target percentage (as defined in subsection (d)(1)(C)) of

the payment amounts which would have been payable for such
services for those same hospitals for that fiscal year under this
section under the law as in effect before the date of the enact-
ment of the Social Security Act Amendments of L983;

except that the adjustment made under this subparagraph shall
apply only to subsection (d) hospitals and shall not apply for pur-
poses of making computations under subsection (d)('2)(B)(ii) or sub-
section (d)(3)(A).

(B) For discharges occurring in fiscal year L984 or fiscal year
L985, the Secretary shall provide under subsections (d)('2)(F) and
(d)(3)(C) for such equal proportional adjustment in each of the aver-
age standardized amounts otherwise computed for that fiscal year
as may be necessary to assure that—

(i) the aggregate payment amounts otherwise provided under
subsection (d)(1)(A)(i)(II) for that fiscal year for operating costs
of inpatient hospital services of hospitals,

are not greater or less than—
(ii) the DRG percentage (as defined in subsection (d)(1)(C)) of

the payment amounts which would have been payable for such
services for those same hospitals for that fiscal year under this
section under the law as in effect before the date of the enact-
ment of the Social Security Act Amendments of L983.

(2) The Secretary shall provide for appointment of a panel of inde-
pendent experts (hereinafter in this subsection referred to as the
"panel") to review the applicable percentage increase factor de-
scribed in subsection (bX3)(B) and make recommendations to the
Secretary on the appropriate percentage increase which should be ef-
fected for hospital inpatient discharges under subsections (b) and (d)
for fiscal years beginning with fiscal year 11)86'. In making its rec-
ommendations, the panel shall take into account changes in the
hospital market-basket described in subsection (bX3)(B), hospital
productivity, technological and scientific advances, the quality of
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health care provided in hospitals, and long-term cost.effectiveness in
the provision of inpatient hospital services.

(3) The pane4 not later than the May 1 before the beginning of
each fiscal year (beginning with fiscal year 1986), shall report its
recommendations to the Secretary on an appropriate increase factor
which should be used (instead of the applicable percentage increase
described in subsection (bX3)(B)) for inpatient hospital services for
discharges in that fiscal year.

(4) Taking into consideration the recommendations of the pane4
the Secretary shall determine for each fiscal year (beginning with
fiscal year 1986) the percentage increase which will apply for pur-
poses of this section as the applicable percentage increase (otherwise
described in subsection (b)(3)(B)) for discharges in that fiscal year.

(5) The Secretary shall cause to have published in the Federal
Register, not later than—

(A) the June 1 before each fiscal year (beginning with fiscal
year 1986), the Secretary 's proposed determination under para-
graph (4) for that fiscal year, and

(B) the September 1 before such fiscal year, the Secretary's
final determination under such paragraph for that year.

The Secretary shall include in the publication referred to in subpar-
agraph (A) for a fiscal year the report of the panel's recommenda-
tions submitted under paragraph (3) for that fiscal year.

(6) The Secretary shall maintain, for a period ending not earlier
than September 30, 1988, a system for the reporting ofcosts of hospi-
tals receiving payments computed under subsection (d).

(fXl) The Secretary shall establish a system for monitoring admis-
sions and discharges of hospitals receiving payment in amounts de-
termined under subsection (b)or subsection (d) of this section. Such
system shall use fiscal intermediaries, utilization and quality con-
trol peer review organizations with contracts under part B of title
XI, and others to review hospital admission and discharge practices
and the quality of inpatient hospital services provided for which
payment may be made under part A of this title.

(2) If the Secretary determines that a hospital, in order to circum-
vent the payment method established under subsection (b)or (d) of
this section, has taken an action that results in the admission of
individuals entitled to benefits under part A unnecessarily, unneces-
sary multiple admissions of the same such individuals, or other in-
appropriate medical or other practices with respect to such individ-
uals, the Secretary may—

(A) deny payment (in whole or in part) under part A with re-
spect to inpatient hospital services provided with respect to such
an unnecessary admission (or subsequent admission of the same
individual), or

(B) require the hospital to take other corrective action neces-
sary to prevent or correct the inappropriate practice.

(3) The provisions of paragraphs (2), (3), and (4) of section 1862(d)
shall apply to determinations under paragraph (2) of this subsection
in the same manner as they apply to determinations made under
section 1862(d)(1).

(g)(1) No payment may be made under this title for capital-related
costs of capital expenditures (as defined in section 1122(g)) for inpa
tient hospital services in a State, which expenditures occurred after
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the end of the S-year period beginning on the date of the enactment
of this subsection, unless the State has an agreement with the Secre-
tary under section 1122(b) and, under the agreement, the State has
recommended approval of the capital expenditures.

(2) The Secretary shall provide that the amount which is allow-
able, with respect to costs of inpatient hospital services for which
payment may be made under this title, for a return on equity capital
for subsection (d) hospital (as defined in subsection (d)(1XB)) shall,
for cost reporting periods beginning on or after October 1, 1983, and
before October 1, 1986, be equal to the target percentage (as defined
in subsection (dX1XC)) of the amounts otherwise allowable under
regulations in effect on March 1, 1983. For cost reporting periods be-
ginning on or after October 1, 1986, the Secretary shall not provide
for any such return on equity capital for such hospitals.

* * * * * * *

PAYMENT OF PROVIDER-BASED PHYSICIANS AND PAYMENT UNDER
CERTAIN PERCENTAGE ARRANGEMENTS

SEC. 1887. (a)(1) The Secretary Shall by regulation determine cri-
teria for diStinguiShing those serviceS (including inpatient and out-
patient ServiceS) rendered in hospitalS or skilled nursing facilities—

(A) which constitute professional medical services, which are
personally rendered for an individual patient by a physician
and which contribute to the diagnosis or treatment of an indi-
vidual patient, and which may be reimbursed as physicians'
services under part B, and

(B) which constitute professional services which are rendered
for the general benefit to patients in a hospital or skilled nurs-
ing facility and which may be reimbursed only on a reasonable
cost basis or on the bases described in section 1886.

* * * * * * *

INTERNAL REVENUE CODE OF 1954
* * * * * * *

Subtitle A—Income Taxes
* * * * * * *

CHAPTER 1—NORMAL TAXES AND SURTAXES
* * * * * * *

Subchapter A—Determination of Tax Liability
* * * * * * *
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PART IV—CREDITS AGAINST TAX

* * * * * * *

Subpart A—Credits Allowable

Sec. 31. Tax withheld on wages, interest, dividends, and patronage dividends.

Sec. 32. Tax withheld at source on nonresident aliens and foreign corporations and
on tax-free covenant bonds.

Sec. 33. Taxes of foreign countries and possessions of the United States; possession
tax credit.

(Sec. 37. Credit for the elderly.]
SEC. 37. Credit for the elderly and the permanently and totally disabled.

* * * * * * *

(SEC. 37. CREDIT FOR THE ELDERLY.
((a) GENERAL RuLE.—In the case of an individual who has at-

tained age 65 before the close of the taxable year, there shall be
allowed as a credit against the tax imposed by this chapter for the
taxable year an amount equal to 15 percent of such individual's
section 37 account for such taxable year.

((b) SEcTIoN 37 AMOUNT.—FOr purposes of subsection (a)—
((1) IN GENERAL.—An individual's section 37 amount for the

taxable year is the applicable initial amount determined under
paragraph (2), reduced as provided in paragraph (3) and in sub-
section (c).

((2) INITIAL AMOUNT.—The initial amount is—
((A) $2,500 in the case of a single individual,
((B) $2,500 in the case of a joint return where only one

spouse is eligible for the credit under subsection (a),
((C) $3,750 in the case of a joint return where both

spouses are eligible for the credit under subsection (a), or
((D) $1,875 in the case of a married individual filing a

separate return.
((3) REDUCTION.—The reduction under this paragraph is an

amount equal to the sum of the amounts received by the indi-
vidual (or, in the case of a joint return, by either spouse) as a
pension or annuity—

((A) under title II of the Social Security Act,
((B) under the Railroad Retirement Act of 1935 or 1937,

or
((C) otherwise excluded from gross income.

No reduction shall be made under this paragraph for any amount
excluded from gross income under section 72 (relating to annuities),
101 (relating to life insurance proceeds), 104 (relating to compensa-
tion for injuries or sickness), 105 (relating to amounts received
under accident and health plans), 120 (relating to amounts received
under qualified group legal services plans), 402 (relating to taxabil-
ity of beneficiary of employees' trust), 403 (relating to taxation of
employee annuities), or 405 (relating to qualified bond purchase
plans).

((c) LIMITATIONs.—
((1) ADJUsTED GROSS INCOME UMITATION.-If the adjusted

gross income of the taxpayer exceeds—
((A) $7,500 in the case of a single individual,
((B) $10,000 in the case of a joint return, or
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((C) $5,000 in the case of a married individual filing a
separate return,

the section 37 amount shall be reduced by one-half of the excess of
the adjusted gross income over $7,500, $10,000, or $5,000, as the
case may be.

((2) LIMITATION BASED ON AMOUNT OF TAX.—The amount of
the credit allowed by this section for the taxable year shall not
exceed the amount of the tax imposed by this chapter for such
taxable year.

((d) DEFINITIONS AND SPECIAL RULES.—FOr purposes of this sec-
tion—

((1) MARRIED COUPLE MUST FILE JOINT RETURN.—Except in
the case of a husband and wife who live apart at all times
during the taxable year, if the taxpayer is married at the close
of the taxable year, the credit provided by this section shall be
allowed only if the taxpayer and his spouse file a joint return
for the taxable year.

((2) MARITAL 5TATUS.—Marital status shall be determined
under section 143.

((3) JOINT RETURN.—The term "joint return" means the
joint return of a husband and wife made under section 6013.

((e) ELECTION OF PRIOR LAW WITH RESPECT TO PUBLIC RETIRE-
MENT SYSTEM INCOME.—

((1) IN GENERAL.—In the case of a taxpayer who has not at-
tained age 65 before the close of the taxable year (other than a
married individual whose spouse has attained age 65 before
the close of the taxable year), his credit (if any) under this sec-
tion shall be determined under this subsection.

((2) ONE SPOUSE AGE 65 OR OVER.—In the case of a married
individual who has not attained age 65 before the close of the
taxable year (and whose gross income includes income de-
scribed in paragraph (4)(B)) but whose spouse has attained such
age this paragraph shall apply for the taxable year only if both
spouses elect, at such time and in such manner as the Secre-
tary shall by regulations prescribe, to have this paragraph
apply. If this paragraph applies for the taxable year, the credit
(if any) of each spouse under this section shall be determined
under this subsection.

((3) COMPUTATION OF CREDIT.—In the case of an individual
whose credit under this section for the taxable year is deter-
mined under this subsection, there shall be allowed as a credit
against the tax imposed by this chapter for the taxable year an
amount equal to 15 percent of the amount received by such in-
dividual as retirement income (as defined in paragraph (4) and
as limited by paragraph (5)).

((4) RETIREMENT INC0ME.—For purposes of this subsection,
the term "retirement income" means—

((A) in the case of an individual who has attained age
65 before the close of the taxable year, income from—

((i) pensions and annuities (including, in the case of
an individual who is, or has been an employee within
the meaning of section 401(c)(1), distributions by a
trust described in section 401(a) which is exempt from
tax under section 501(a)),
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((ii) interest,
((iii) rents,
((iv) dividends,
((v) bonds described in section 405(b)(1) which are

received under a qualified bond purchase plan de-
scribed in section 405(a) or in a distribution from a
trust described in section 40 1(a) which is exempt from
tax under section 501(a), or retirement bonds described
in section 409, and

((vi) an individual retirement account described in
section 408(a) or an individual retirement annuity de-
scribed in section 408(b); or

((B) in the case of an individual who has not attained
age 65 before the close of the taxable year and who per-
formed the services giving rise to the pension or annuity
(or is the spouse of the individual who performed the serv-
ices), income from pensions and annuities under a public
retirement system (as defined in paragraph (9XA)),

to the extent included in gross income without reference to
this subsection, but only to the extent such income does not
represent compensation for personal services rendered during
the taxable year.

((5) LIMITATIoN ON RETIREMENT INc0ME.—For purposes of
this subsection, the amount of retirement income shall not
exceed $2,500 less—

((A) the reduction provided by subsection (bX3), and
((B) in the case of any individual who has not attained

age 72 before the close of the taxable year—
((i) if such individual has not attained age 62 before

the close of the taxable year, any amount of earned
income (as defined in paragraph (9)(B)) in excess of
$900 received by such individual in the taxable year,
or

((ii) if such individual has attained age 62 before
the close of the taxable year, the sum of one-half the
amount of earned income received by such individual
in the taxable year in excess of $1,200 but not in
excess. of $1,700, and the amount of earned income so
received in excess of $1,700.

((6) LIMITATION IN CA5E OF MARRIED INDIvIDUALS.—In the
case of a joint return, paragraph (5) shall be applied by substi-
tuting "$3,750" for $2,500". The $3,750 provided by the preced-
ing sentence shall be divided between the spouses in such
amounts as may be agreed on by them, except that not more
than $2,500 may be assigned to either spouse.

((7) LIMITATION IN THE CA5E OF 5EPARATE RETuRN5.—In the
case of a married individual filing a separate return, para-
graph (5) shall be applied by substituting '$1,875" for "$2,500".

((8) COMMUNITY PROPERTY LAWs NOT AppUcABLE.—In the
case of a joint return, this subsection shall be applied without
regard to community property laws.

((9) DEFINITI0N5.—For purposes of this subsection—
((A) PUBLIC RETIREMENT 5Y5TEM DEFINED.—The term

"public retirement system" means a pension, annuity, re-
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tirement, or similar fund or system established by the
4Jnited States, a State, a possession of the United States,
any political subdivision of any of the foregoing, or the
District of Columbia.

[(B) EARNED INCOME.—The term "earned income" has
the meaning assigned to such term by section 911(d)(2),
except that such term does not include any amount re-
ceived as a pension or annuity.]

SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY AND TOTAL-
LY DISABLED.

(a) GENERAL RULE.—In the case of a qualified individual, there
shall be allowed as a credit against the tax imposed by this chapter
for the taxable year an amount equal to 15 percent of such individ-
ual's section 7 amount for such taxable year.

(b) QUALIFIED INDIVIDUAL.—For purposes of this section, the term
"qualified individual" means any individual—-

(1) who has attained age 65 before the close of the taxable
year, or

(2) who retired on disability before the close of the taxable
year and who, when he retired, was permanently and totally
disabled.

(c) SECTION 7 AMOUNT. —For purposes of subsection (a)—
(1) IN GENERAL.—An individual's section '7 amount for the

taxable year shall be the applicable initial amount determined
under paragraph (2), reduced as provided in paragraph () and
in subsection (d).

(2) INITIAL AMOUNT.—
(A) IN GENERAL.—Except as provided in subparagraph

(B), the initial amount shall be—
(i) $5,000 in the case of a single individua4 or a joint

return where only one spouse is a qualified individual,
(ii) $7,500 in the case of a joint return where both

spouses are qualified individuaLs, or
(iii) $3, 750 in the case of a married individual filing

a separate return.
(B) LIMITATION IN CASE OF INDIVIDUALS WHO HAVE NOT

ATTAINED AGE 65.—
(i)IN GENERAL.—In the case of a qualified individual

who has not attained age 65 before the close of the tax-
able year, except as provided in clause (ii), the intial
amount shall not exceed the disability income for the
taxable year.

(ii) SPECIAL RULES IN CASE OF JOINT RETURN.—In the
case of a joint return where both spouses are qualified
individuals and at least 1 spouse has not attained age
65 before the close of the taxable year—

(I) if both spouses have not attained age 65
before the close of the taxable year, the initial
amount shall not exceed the sum of such spouses'
disability income, or

(II) if one spouse has attained age 65 before the
close of the taxable year, the initial amount shall
not exceed the sum of $5,000 plus the disabilty
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income for the taxable year of the spouse who has
not attained age 65 before the close of the taxable
year.

(iii) DISABILITY INc0ME.—For purposes of this sub-
paragraph, the term "disability income" means the ag-
gregate amount includible in the gross income of the
individual for the taxable year under section 72 or
105(a) to the extent such amount constitutes wages (or
payments in lieu of wages) for the perüd during which
the rndividual is absent from work on account of per-
manent and totally disability.

(3) REDUCTION.—
(A) IN GENERAL.—The reduction under this paragraph is

an amount equal to the sum of the amounts received by the
individual (or, in the case of a joint return, by either
spouse) as a pension or annuity or as a disability benefit—

(i) under title II of the Social Security Act,
(ii) under the Railroad Retirement Act of 1974, or
(iii) otherwise excluded from gross income.

(B) No REDUCTION FOR CERTAIN EXCLUSIONS.N0 reduc-
tion shall be made under clause (iii) of subparagraph (A)
for any amount excluded from gross income under section
72 (relating to annuities), 101 (relating to life insurance
proceeds), 104 (relating to compensation for injuries or sick-
ness), 105 (relating to amounts received under accident and
health plans), 120 (relating to amounts received under
qualified group legal services plans), 402 (relating to tax-
ability of beneficiary of employees' trust), 403 (relating to
taxation of employee annuities), or 405 (relating to quali-
fied bond purchase plans).

(C) TREATMENT OF CERTAIN WORKMEN 'S COMPENSATION
BENEFITS.—FOr purposes of subparagraph (A), any amount
treated as a social secuirty benefit under section 86(d)(3)
shall be treated as a disability benefit received under title
II of the Social Security Act.

(d) LIMITATIONS. —
(1) ADJUSTED GROSS INCOME LIMITATION.4f the adjusted

gross income of the taxpayer exceeds—
(A) $7,500 in the case of a single individual,
(B) $10,000 in the case of a joint return, or
(C) $5,000 in the case of a married individual filing a

separate return,
the section 37 amount shall be reduced by one-half of the excess of
the adjusted gross income over $7,500, $10,000, or $5, 000, as the case
may be.

(2) LIMITATION BASED ONAMOUNT QF TAX. —The amount of the
credit allowed by this section for the taxable year shall not
exceed the amount of the tax imposed by this chapter for such
taxable year.

(e) DEFINITIONS AND SPECIAL RULES.—FOr purposes of this sec-
tion—

(1) MARRIED COUPLE MUST FILE JOINT RETURN.—ExcePt in the

case of a husband and wife who live apart at all times during
the taxable year, if the taxpayer is married at the close of the
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taxable year, the credit provided by this section shall be al-
lowed only if the taxpayer and his spouse file a joint return for
the taxable year.

(2) MARITAL STATUS.—Marital status shall be determined
under section 14S.

(S) PERMANENT AND TOTAL DISABILITY DEFINED.—An individ-
ual is permanently and totally disabled 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 than 12
months. An individual shall not be considered to be permanent-
ly and totally disabled unless he furnishes proof of the exist-
ence thereof in such form and manner, and at such times, as
the Secretary may require.

(f) NONRESIDENT ALIEN INILIGIBLE FOR CREDIT.—NO credit shall
be allowed under this section to any nonresident alien.

* * * * * * *

SEC. 41. CONTRIBUTIONS TO CANDIDATES FOR PUBLIC OFFICE.
(a) GENERAL RuLE.—In the case of an individual, there shall be

allowed, subject to the limitations of subsection (b), as a credit
against the tax imposed by this chapter for the taxable year, an
amount equal to one-half of all political contributions and all news-
letter fund contributions, payment of which is made by the taxpay-
er within the taxable year.

(b) LIMITATIONS.—
(1) MAXIMUM CREDIT.—The credit allowed by subsection (a)

for a taxable year shall not exceed $50 ($100 in the case of a
joint return under section 6013).

(2) APPLICATION WITH OTHER CREDITS.—The credit allowed by
subsection (a) shall not exceed the amount of the tax imposed
by this chapter for the taxable year reduced by the sum of the
credits allowable under section 33 (relating to foreign tax
credit), section 37 (relating to credit for the elderly and the per-
manently and totally disabled), and section 38 (relating to in-
vestment in certain depreciable property).

(3) VERIFICATION.—The credit allowed by subsection (a) shall
be allowed, with respect to any political contribution or news-
letter fund contribution, only if such contribution is verified in
such manner as the Secretary shall prescribe by regulations.

* * * - * * * *

SEC. 44A. EXPENSES FOR HOUSEHOLD AND DEPENDENT CARE SERVICES
NECESSARY FOR GAINFUL EMPLOYMENT.

(a) ALLOWANCE OF CREDIT—
(1) IN GENERAL.—In the case of an individual who maintains

a household which includes as a member one or more qualify-
ing individuals (as defined in subsection (c)(1)), there shall be
allowed as a credit against the tax imposed by this chapter for
the taxable year an amount equal to the applicable percentage
of the employment-related expenses (as defined in subsection
(c)(2)) paid by such individual during the taxable year.
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(2) APPLICABLE PERCENTAGE DEFINED.—FOr purposes of para-
graph (1), the term "applicable percentage" means 30 percent
reduced (but not below 20 percent) by 1 percentage point for
each $2,000 (or fraction thereof) by which the taxpayer's ad-
justed gross income for the taxable year exceeds $10,000.

(b) APPLICATION WITH OTHER CREDIT5.—The credit allowed by
subsection (a) shall not exceed the amount of the tax imposed by
this chapter for the taxable year reduced by the sum of the credits
allowable under—

(1) section 33 (relating to foreign tax credit),
(2) section 37 (relating to credit for the elderly and the per-

manently and totally disabled),
(3) section 38 (relating to investment in certain depreciable

property),
(4) section 40 (relating to expenses of work incentive pro-

grams),
(5) section 41 (relating to contributions to candidates for

public office),
(6) section 42 (relating to general tax credit), and
(7) section 44 (relating to purchase of new principal resi-

dence).
$ * $ $ $ $ $

Subpart B—Rules for Computing Credit for Investment in Certain
Depreciable Property

$ $ $ $ $ * $

SEC. 46. AMOUNT OF CREDIT.
(a) GENERAL RULE.—

(1) FIRsT-IN-FIRSTOUT RULE.— $ $

* $ * * $ $ $

(4) LIABILITY FOR TAX.—FOr purposes of paragraph (3), the lia-
bility for tax for the taxable year shall be the tax imposed by
this chapter for such year, reduced by the sum of the credits
allowable under—

(A) section 33 (relating to foreign tax credit), and
(B) section 37 (relating to credit for the elderly and the

permanently and totally disabled).
For purposes of this paragraph, any tax imposed for the tax-
able year by section 56 (relating to corporate minimum tax),
section 72(m)(5)(B) (relating to 10 percent tax on premature
distributions to owner-employees), section 72(q)(1) (relating to 5-
percent tax on premature distributions under annuity con-
tracts), section 402(e) (relating to tax on lump sum distribu-
tions), section 408(0 (relating to additional tax on income from
certain retirement accounts), section 531 (relating to accumu-
lated earnings tax), section 541 (relating to personal holding
company tax), or section 1374 (relating to tax on certain capital
gains of S corporations), and any additional tax imposed for
the taxable year by section 1351(d)(1) (relating to recoveries of
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foreign expropriation losses), shall not be considered tax im-
posed by this chapter for such year.

* * * * * * *

Subpart D—Rules for Computing Credit for Employment of
Certain New Employees

* * * * * * *

SEC. 53. LIMITATION BASED ON AMOUNT OF TAX.
(a) GENERAL RuLE.—Notwithstanding section 51, the amount of

the credit allowed by section 44B for the taxable year shall not
exceed 90 percent of the excess of the tax imposed by this chapter
for the taxable year over the sum of the credits allowable under—

(1) section 33 (relating to foreign tax credit),
(2) section 37 (relating to credit for the elderly and the per-

manently and totally di,sabled),
* * * * * * *

Subchapter B—Computation of Taxable Income
* * * * * * *

PART Il—ITEMS SPECIFICALLY INCLUDED IN GROSS
INCOME

Sec. 71. Alimony and separate maintenance payments.
Sec. 72. Annuities; certain proceeds of endowment and life insurance contracts.
Sec. 73. Services of child.
Sec. 74. Prizes and awards.
Sec. 75. Dealers in tax-exempt securities.
Sec. 77. Commodity credit loans.
Sec. 78. Dividends received from certain foreign corporations by domestic corpora-

tions choosing foreign tax credit.
Sec. 79. Group-term life insurance purchased for employees.
Sec. 80. Restoration of value of certain securitie8.
Sec. 81. Certain increases in suspense accounts.
Sec. 82. Reimbursement for expenses of moving.
Sec. 83. Property transferred in connection with performance of services.
Sec. 84. Transfer of appreciated property to political organization.
Sec. 85. Unemployment compensation.
(Sec. 86. Alcohol fuel credit.]
Sec. 86. Social security and tier 1 railroad retirement benefits.
Sec. 87. Alcohol fuel credit.

* * * * * * *

SEC. 85. UNEMPLOYMENT COMPENSATION.
(a) IN GENERAL.—If the sum for the taxable year of the adjusted

gross income of the taxpayer (determined without regard to (this
section, section 105(d)] this section, section 86, and section 221) and
the unemployment compensation exceeds the base amount, gross
income for the taxable year includes unemployment compensation
in an amount equal to the lesser of—

(1) one-half of the amount of the excess of such sum over the
base amount, or

(2) the amount of the unemployment compensation.
* * * * * * *
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SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIREMENT BENEFITS.
(a) IN GENERAL.—GrOSS income for the taxable year of any taxpay-

er described in subsection (b) includes social security benefits in an
amount equal to the lesser of—

(1) one-half of the social security benefits received during the
taxable year, or

(2) one-half of the excess described in subsection (b).
(b) TAXPAYERS TO WHOM SUBSECTION (a) APPLIES.—A taxpayer is

descri bed in this subsection if—
(1) the sum of—

(A) the adjusted gross income of the taxpayer for the tax-
able year (determined without regard to this section and
sections 221, 911, and 91, plus

(B) one-half of the social security benefits received during
the taxable year, exceeds

(2) the base amount.
(c) BASE AMOUNT.—FOr purposes of this section, the term "base

amount" means—
(1) except as otherwise provided in this subsection, $24,500,
(2) $1,500, in the case of a joint return, and
() zero, in the case of a taxpayer who—

(A) is married at the close of the taxable year (within the
meaning of section 14EV but does not file a joint return for
such year, and

(B) does not live apart from his spouse at all times
during the taxable year.

(d) SOCIAL SECURITY BENEFIT. —
(1) IN GENERAL. —For purposes of this section, the term "social

security benefit" means any amount received by the taxpayer by
reason of entitlement to—

(A) a monthly benefit under title II of the Social Security
Act, or

(B) a tier 1 railroad retirement benefit.
(2) ADJUSTMENT FOR REPAYMENTS DURING YEAR.—

(A) IN GENERAL.—For purposes of this section, the
amount of social security benefits received during any tax-
able year shall be reduced by any repayment made by the
taxpayer during the taxable year of a social security benefit
previously received by the taxpayer (whether or not such
benefit was received during the taxable year).

(B) DENIAL OF DEDUCTION.—If (but for this subpara-
graph) any portion of the repayments referred to in subpar-
agraph (A) would have been allowable as a deduction for
the taxable year under section 105, such portion shall be al-
lowable as a deduction only to the extent it exceeds the
social security benefits received by the taxpayer during the
taxable year (and not repaid during such taxable year).

(V WORKMEN'S COMPENSATION BENEFITS SUBSTITUTED FOR
SOCIAL SECURITY BENEFITS.—FOr purposes of this section, i/ by
reason of section 224 of the Social Security Act (or by reason of
section ('a)(1) of the Railroad Retirement Act of 1974), any
social security benefit is reduced by reason of the receipt of a
benefit under a workmen's compensation act, the term "social
security benefit" includes that portion of such benefit received
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under the workmen 'A compensation act which equals such re-
duction.

(4) TIER 1 RAILROAD RETIREMENT BENEFIT.—For purposes of
paragraph (1), the term "tier 1 railroad retirement benefit"
means a monthly benefit under section 3(a), 4(a), or 4(j9 of the
Railroad Retirement Act of 1974 (determined by taking into ac-
count sections 204(a)(1), 206(1), and 207(1) of Public Law 93-
445).

(e) LIMITATION ON AMOUNT INCLUDED WHERE TAXPAYER RE-
CEIVES LUMP-SUM PA YMENT. —

(1) LIMITATION. —If—
(A) any portion of a lump-sum payment of social security

benefits received during the taxable year i,s attributable to
prior taxable years, and

(B) the taxpayer makes an election under this subsection
for the taxable year,

then the amount included in gross income under this section for the
taxable year by reason of the receipt of such portion shall not exceed
the sum of the increases in gross income under this chapter for prior
taxable years which would result solely from taking into account
such portion in the taxable years to which it is attributable.

(2) SPECIAL RULES. —
(A) YEAR TO WHICH BENEFIT ATTRIBUTABLE.—For pur-

poses of this subsection, a social security benefit is attn but-
able to a taxable year if the generally applicable payment
date for such benefit occurred during such taxable year.

(B) ELECTION.—An election under this subsection shall be
made at such time and in such manner as the Secretary
shall by regulations prescribe. Such election, once made,
may be revoked only with the consent of the Secretary.

(f) TREATMENT AS PENSION OR ANNUITY FOR CERTAIN PUR-
POSES. —For purposes of—

(1) Section 43(c)(2) (defining earned income),
(2) Section 219(fXl) (defining compensation),
(3) Section 221(b)(2) (defining earned income), and
(4) Section 911(b)(1) (defining foreign earned income),

any social security benefit shall be treated as an amount received as
a pension or annuity.
(SEC. 86.] SEC. 87. ALCOHOL FUEL CREDIT.

Gross income includes an amount equal to the amount of the
credit allowable to the taxpayer under section 44E for the taxable
year (determined without regard to subsection (e) thereof).

PART Ill—ITEMS SPECIFICALLY EXCLUDED FROM GROSS
INCOME

* * * * * * *

SEC. 105. AMOUNTS RECEIVED UNDER ACCIDENT AND HEALTH PLANS.
(a) AMOUNT AVFRIBUTABLE TO EMPLOYER CONTRIBUTION5._* * *

* * * * * * *

((d) CERTAIN DI5ABIUTY PAYMENT.—
((1) IN GENERAL.—In the case of a taxpayer who—
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[(A) has not attained age 65 before the close of the tax-
able year, and

[(B) retired on disability and, when he retired, was per-
manently and totally disabled,

gross income does not include amounts referred to in subsec-
tion (a) if such amounts constitute wages or payments in lieu
of wages for a period during which the employee is absent
from work on account of permanent and total disability.

[(2) LIMITATION.—This subsection shall not apply to the
extent that the amounts referred to in paragraph (1) exceed a
weekly rate of $100.

[(3) PHA5EOUT OVER $15,000.—If the adjusted gross income of
the taxpayer for the taxable year (determined without regard
to this subsection and section 221) exceeds $15,000, the amount
which but for this paragraph would be excluded under this
subsection for the taxable year shall be reduced by an amount
equal to the excess of the adjusted gross income (as so deter-
mined) over $15,000.

[(4) PERMANENT AND TOTAL DIsABILITY DEFINED.—FOr pur-
poses of this subsection, an individual is permanently and to-
tally disabled if he is unable to engage in any substantial gain-
ful activity by reason of any medically determinable physical
or mental impairment which can be expected to result in death
or which has lasted or can be expected to last for a continuous
period of not less than 12 months. An individual shall not be
considered to be permanently and totally disabled unless he
furnishes proof of the existence thereof in such form and
manner, and at such times, as the Secretary may require.

[(5) SPECIAL RULES FOR MARRIED COUPLES.—
[(A) Married couple must file joint return.—Except in

the case of a husband and wife who live apart at all times
during the taxable year, if the taxpayer is married at the
close of the taxable year, the exclusion provided by this
subsection shall be allowed only if the taxpayer and his
spouse file a joint return for the taxable year.

[(B) Application of paragraphs (2) and (3).—In the case
of a joint return—

[(i) paragraph (2) shall be applied separately with
respect to each spouse, but

[(ii) paragraph (3) shall be applied with respect to
their combined adjusted gross income.

[(C) Determination of marital status.—For purposes of
this subsection, marital status shall be determined under
section 143(a).

[(D) Joint return defined.—For purposes of this subsec-
tion, the term "joint return" means the joint return of a
husband and wife made under section 6013.

[(6) Coordination with section 72.—In the case of an individ-
ual described in subparagraphz (A) and (B) of paragraph (1), for
purposes of section 72 the annuity starting date shall not be
deemed to occur before the beginning of the taxable year in
which the taxpayer attains age 65, or before the beginning of
an earlier taxable year for which the taxpayer makes an irrev-
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ocable election not to seek the benefits of this subsection for
such year and all subsequent years.]

* * * * * * 4

SEC. 128. PARTIAL EXCLUSION OF INTEREST.
(a) IN GENERAL.* 4 $

* * * * * * *

(c) DEnNITI0Ns.—For purposes of this section—
(1) Interest defined.* *

* * * * * S *

(3) Limitation on Qualified interest expenses, etc.—
(A) Limitation.—The amount of the qualified interest ex-

pense of any taxpayer for any taxable year shall not
exceed such taxpayer's excess itemized deductions (as de-
fined in section 63(d)).

(B) Coordination with other provisions.—For purposes of
sections 37, 43, 85, 86, (105(d),] 165(cX3), 170(b), and 213,
adjusted gross income shall be determined without regard
to the exclusion provided by this section.

* * * S S * *

PART IX—ITEMS NOT DEDUCTIBLE
* * $ * * S *

SEC. 275. CERTAIN TAXES.

(a) GENERAL Rui.—No deduction shall be allowed for the follow-
ing taxes:

(1) Federal income taxes, including—
(A) the tax imposed by section 3101 (relating to the tax

on employees under the Federal Insurance Contributions
Act);

(B) the taxes imposed by sections 3201 and 3211 (relating
to the taxes on railroad employees and railroad employee
representatives);

(C) the tax withheld at source on wages under 3402; and
(D) the tax withheld at source on interest, dividends, and

patronage dividends under section 3451.
(2) Federal war profits and excess profits taxes.
(3) Estate, inheritance, legacy, succession, and gift taxes.
(4) Income, war profits, and excess profits taxes imposed by

the authority of any foreign country or possession of the
United States, if the taxpayer chooses to take to any extent the
benefits of section 901 (relating to the foreign tax credit).

(5) Taxes on real property, to the extent that section 164(d)
requires such taxes to be treated as imposed on another tax-
payer.

(6) Taxes imposed by chapters 41, 42, 43, and 44.
Paragraph (1) shall not apply to any taxes to the extent such taxes
are allowable as a deduction under section 164(f).
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Subchapter D—Deferred Compensation, Etc.

Part I. Pension, profitsharing, stock bonus plans, etc.
Part II. Certain stock options.

PART I—PENSION, PROFIT-SHARING, STOCK BONUS
PLANS, ETC.

Subpart A—General Rule

Sec. 401. Qualified pension, profit-sharing, and stock bonus plans.
Sec. 402. Taxability of beneficiary of employees' trust.
Sec. 403. Taxation of employee annuities.
Sec. 404. Deduction for contributions of an employer to an employees' trust or annu-

ity plan and compensation under a deferred-payment plan.
Sec. 404A. Deduction for certain foreign deferred compensation plans.
Sec. 405. Qualified bond purchase plans.
(Sec. 406. Certain employees of foreign subsidiaries.]
Sec. 406. Employees of foreign affiliates covered by section 3121 (V agreements.
Sec. 407. Certain employees of domestic subsidiaries engaged in business outside the

United States.
Sec. 408. Individual retirement accounts.
Sec. 409. Retirement bonds.
Sec. 409A. Qualifications for tax credit employee stock ownership plans.

SEC. 403. TAXATION OF EMPLOYEE ANNUITIES.
(A) TAXABILITY OF BENEFICIARY UNDER A QUALIFIED ANNUITY

PLAN.—
* * * * * * *.

(b) TAXABILITY OF BENEFICIARY UNDER ANNUITY PURCHASED BY
SECmON 501(cX3) ORGANIZATION OR PUBLIC SCHOOL.—

(1) GENERAL RULE.—If—

* * * * * * *

(3) INCLUDIBLE COMpEN5ATION.—For purposes of this subsec-
tion, the term "includible compensation" means, in the case of
any employee, the amount of compensation which is received
from the employer described in paragraph (1XA), and which is
includible in gross income (computed without regard to (sec-
tion 105(d) and 911] section 911) for the most recent period
(ending not later than the close of the taxable year) which
under paragraph (4) may be counted as one year of service.
Such term does not include any amount contributed by the em-
ployer for any annuity contract to which this subsection ap-
plies.

* * * * * * *

(SEC. 406. CERTAIN EMPLOYEES OF FOREIGN SUBSIDIARIES.]

SEC. 406. EMPLOYEES OF FOREIGN AFFILIATES COVERED BY SECTION
3121(1) AGREEMENTS

((a) T'rin As EMPLOYEES OF DOMESTIC C0RP0RATION.—For
purposes of applying this part with respect to a pension, profit-
sharing, or stock bonus plan described in section 40 1(a), an annuity
plan described in section 403(a), or a bond purchase plan described
in section 405(a), of a domestic corporation, an individual who is a
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citizen of the United States and who is an employee of a foreign
subsidiary (as defined in section 3121(l)(8)) of such domestic corpo-
ration shall be treated as an employee of such domestic corpora-
tion, if—

((1) such domestic corporation has entered into an agree-
ment under section 3121(1) which applies to the foreign subsidi-
ary of which such individual is an employee;

((2) the plan of such domestic corporation expressly provides
for contributions or benefits for individuals who are citizens of
the United States and who are employees of its foreign subsid-
iaries to which an agreement entered into by such domestic
corporation under section 3121(1) applies; and

((3) contributions under a funded plan of deferred compen-
sation (whether or not a plan described in section 401(a), 403(a),
or 405(a)) are not provided by any other person with respect to
the remuneration paid to such individual by the foreign subsid-
iary.]

(a) TREATMENT AS EMPLOYEES OF AMERICAN EMPLOYER. —For
purposes of applying this part with respect to a pension, profit-shar-
ing, or stock bonus plan described in section 4 01(a), an annuity plan
described in section 4 03(a), or a bond purchase plan described in sec-
tion 4 05(a), of an American employer (as defined in section 3121(h)),
an individual who is a citizen or resident of the United States and
who is an employee of a foreign affiliate (as defined in section
3121(l)(8)) of such American employer shall be treated as an employ-
ee of such American employer, if—

(1) such American employer has entered into an agreement
under section 3121(l) which applies to the foreign affiliate of
which such individual is an employee;

(2) the plan of such American employer expressly provides for
contributions or benefits for individuals who are citizens or
residents of the United States and who are employees of its for-
eign affiliates to which an agreement entered into by such
American employer under section 3121(l) applies; and

(3) contributions under a funded plan of deferred compensa-
tion (whether or not a plan described in section 4 01(a), 4 03(a), or
4 05(a)) are not provided by any other person with respect to the
remuneration paid to such individual by the foreign affiliate.

(b) SPECIAL Ruis FOR APPLICATION OF SECTION 40 1(a).—
(1) NONDISCRIMINATION REQUIREMENTS.—FOr purposes of ap-

plying section 401(a)(4) and section 410(b) (without regard to
paragraph (1XA) thereof) with respect to an individual who is
treated as an employee of (a domestic corporation] an Ameri-
can employer under subsection (a)—

(A) if such individual is an officer, shareholder, or
person whose principal duties consist in supervising the
work of other employees of a foreign (subsidiary] affili-
ate of such (domestic corporation,] American employer,
he shall be treated as having such capacity with respect to
such (domestic corporation] American employer; and

(B) the determination of whether such individual is a
highly compensated employee shall be made by treating
such individual's total compensation (determined with the
application of paragraph (2) of this subsection) as compen-
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sation paid by such (domestic corporation] American em-
ployer and by determining such individual's status with
regard to such (domestic corporation] American employ-
er.

(2) DETERMINATION OF cOMPEN5ATION.—For purposes of ap-
plying paragraph (5) of section 401(a) with respect to an indi-
vidual who is treated as an employee of (a domestic corpora-
tion] an American employer under subsection (a)—

(A) the total compensation of such individual shall be
the remuneration paid to such individual by the foreign
(subsidary] affiliate which would constitute his total
compensation if his services had been performed for such
(domestic corporation] American employer and the basic
or regular rate of compensation of such individual shall be
determined under regulations prescribed by the Secretary;
and

(B) such individual shall be treated as having paid the
amount paid by such (domestic corporation] American
employer which is equivalent to the tax imposed by section
3101.

(c) TERMINATION OF STATUS AS DEEMED EMPLOYEE NOT To BE
TREATED AS SEPARATION FROM SERVICE FOR PURPOSES OF CAPITAL
GAIN PROVISIONS AND LIMITATION OF TAx.—For purposes of apply-
ing subsections (aX2) and (e) of section 402, and section 403(aX2)
with respect to an individual who is treated as an employee of (a
domestic corporation] an American employer under subsection (a),
such individual shall not be considered as separated from the serv-
ice of such (domestic corporation] American employer solely by
reason of the fact that—

(1) the agreement entered into by such (domestic corpora-
tion] American employer under section 3121(1) which covers
the employment of such individual is terminated under the
provisions of such section,

(2) such individual becomes an employee of a foreign (sub-
sidiary] affiliate with respect to which such agreement does
not apply,

(3) such individual ceases to be an employee of the foreign
(subsidiary] affiliate by reason of which he is treated as an
employee of such (domestic corporation] American employer,
if he becomes an employee of (another corporation controlled
by such domestic corporation] another entity in which such
American employer has not less than a 10-percent interest
(within the meaning of section S121X8XB)) or

(4) the provision of the plan described in subsection (aX2) is
terminated.

(d) DEDUCTIBILITY OF CONmIBu'rIONs.—For purposes of applying
sections 404 and 405(c) with respect to contributions made to or
under a pension, profit-sharing, stock bonus, annuity, or bond pur-
chase plan by (a domestic corporation] an American employer, or
by another (corporation] taxpayer which is entitled to deduct its
contributions under section 404(aX3XB), on behalf of an individual
who is treated as an employee of such (domestic corporation]
American employer under subsection (a)—
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(1) except as provided in paragraph (2), no deduction shall be
allowed to such [domestic corporation] American employer or
to [any other corporation] any other taxpayer which is enti-
tled to deduct its contributions under such sections,

(2) there shall be allowed as a deduction to the foreign [sub-
sidiary] affiliate of which such individual is an employee an
amount equal to the amount which (but for paragraph (1))
would be deductible under section 404 (or section 405(c)) by the
[domestic corporation] American employer if he were an em-
ployee of the [domestic corporation] American employer, and

(3) any reference to compensation shall be considered to be a
reference to the total compensation of such individual (deter-
mined with the application of subsection (bX2)).

Any amount deductible by a foreign [subsidiary] affiliate under
this subsection shall be deductible for its taxable year with or
within which the taxable year of such [domestic corporation]
American employer ends.

(e) TREATMENT AS EMPLOYEE UNDER RELATED PRovIsIoNs.—An in-
dividual who is treated as an employee of [a domestic corpora-
tion] an American employer under subsection (a) shall also be
treated as an employee of such [domestic corporation,] American
employer, with respect to the plan described in subsection (aX2), for
purposes of applying the following provisions of this title:

(1) Section 72(d) (relating to employees' annuities).
(2) Section 72(f) (relating to special rules for computing em-

ployees' contributions).
(3) Section 101(b) (relating to employees' death benefits).
(4) Section 2039 (relating to annuities).
(5) Section 2517 (relating to certain annuities under qualified

plans).
SEC. 407. CERTAIN EMPLOYEES OF DOMESTIC SUBSIDIARIES ENGAGED

IN BUSINESS OUTSIDE THE UNITED STATES.
(a) TREATMENT A5 EMPLOYEFS OF DOMFSTIC PARENT CORPORA-

TION.—
(1) IN GENERAL.—For purposes of applying this part with re-

spect to a pension, profit-sharing, or stock bonus plan described
in section 401(a), an annuity plan described in section 403(a), or
a bond purchase plan described in section 405(a), of a domestic
parent corporation, an individual who is a citizen or resident of
the United States and who is an employee of a domestic subsid-
iary (within the meaning of paragraph (2)) of such domestic
parent corporation shall be treated as an employee of such do-
mestic parent corporation, if—

(A) the plan of such domestic parent corporation ex-
pressly provides for contributions or benefits for individ-
uals who are citizens or residents of the United States and
who are employees of its domestic subsidiaries; and

(B) contributions under a funded plan of deferred com-
pensation (whether or not a plan described in section
401(a), 403(a), or 405(a)) are not provided by any other
person with respect to the remuneration paid to such mdi-
vidual by the domestic subsidiary.

(2) DEFINFFIONs.—For purposes of this section—
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(A) DOMESTIC SUBISDIARY.—A corporation shall be treat-
ed as a domestic subsidiary for any taxable year only if—

(i) such corporation is a domestic corporation 80 per-
cent or more of the outstanding votin stock of which
is owned by another domestic corporation;

(ii) 95 percent or more of its gross income for the
three-year period immediately preceding the close of
its taxable year which ends on or before the close of
the taxable year of such other domestic corporation (or
for such part of such period during which the corpora-
tion was in existence) was derived from sources with-
out the United States; and

(iii) 90 percent or more of its gross income for such
period (or such part) was derived from the active con-
duct of a trade or business.

If for the period (or part thereof) referred to in clauses (ii)
and (iii) such corporation has no gross income, the provi-
sions of clauses (ii) and (iii) shall be treated as satisfied if it
is reasonable to anticipate that, with respect to the first
taxable year thereafter for which such corporation has
gross income, the provisions of such clauses will be satis-
fied.

(B) DOMESTIC PARENT CORPORATION—The domestic
parent corporation of any domestic subsidiary is the do-
mestic corporation which owns 80 percent or more of the
outstanding voting stock of such domestic subsidiary.

* * * * * * *

Subpart B—Special Rules
* * * * * * *

SEC. 415. LIMITATIONS ON BENEFITS AND CONTRIBUTION UNDER QUALI-
FIED PLANS.

(a) GENERAL Rui. * * *

* * * * * * *

(c) LIMITATION FOR DEFINED CONTRIBUTION PlANs.—
(1) IN GENERAL.—Contributions and other additions with re-

spect to a participant exceed the limitation of this subsection
if, when expressed as an annual addition (within the meaning
of paragraph (2)) to the participant's account, such annual ad-
dition is greater than the lesser of—

(A) $30,000, or
(B) 25 percent of the participant's compensation.

(2) ANNUAL ADDITION—For purposes of paragraph (1), the
term "annual addition" means the sum for any year of—

(A) employer contributions,
(B) the lesser of—

(i) the amount of the employee contributions in
excess of 6 percent of his compensation, or

(ii) one-half of the employee contributions, and
(C) forfeitures.

For the purposes of this paragraph, employee contributions
under subparagraph (B) are determined without regard to any
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rollover contributions (as defined in sections 402(a)(5), 403(a)(4),
403(b)(8), 405(d)(3), 408(d)(3), and 409(b)(3)(C)) without regard to
employee contributions to a simplified employee pension allow-
able as a deduction under section 219(a), and without regard to
deductible employee contributions within the meaning of sec-
tion 72(o)(5).

(3) PARTICIPANT'S COMPEN5ATION.—For purposes of paragraph
(1)—

(A) IN GENERAL.—The term "participant's compensation"
means the compensation of the participant from the em-
ployer for the year.

(B) SPECIAL RULE FOR sELF-EMPLOYED INIMVIDUALS.—In
the case of an employee within the meaning of section
401(c)(1), subparagraph (A) shall be applied by substituting
"the participant's earned income (within the meaning of
section 401(c)(2) but determined without regard to any ex-
clusion under section 911)" for "compensation of the par-
ticipant from the employer".

(C) SPECIAL RULE5 FOR PERMANENT AND TOTAL DI5ABIL-
ITY.—In the case of a participant—

(i) who is permanently and totally disabled (as de-
fined in section (105(d)(4)] 37(e)(3)),

(ii) who is not an officer, owner, or highly compen-
sated, and

(iii) with respect to whom the employer elects, at
such time and in such manner as the Secretary may
prescribe, to have this subparagraph apply,

the term "participant's compensation" means the compen-
sation the participant would have received for the year if
the participant was paid at the rate of compensation paid
immediately before becoming permanently and totally dis-
abled. This subparagraph shall only apply if contributions
made with respect to such participant are nonforfeitable
when made.

* * * * * * *

Subchapter N—Tax Based on Income From Sources
Within or Without the United States

* * * * * * *

PART I—DETERMINATION OF SOURCES OF INCOME
* * * * * * *

SEC. 861. INCOME FROM SOURCES WITHIN THE UNITED STATES.
(a) GROss INCOME FROM SOURCES WITHIN UNITED STATES.—The

following items of gross income shall be treated as income from
sources within the United States:

(1) INTEREST.__* * *

* * * * * * *
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(8) SOCIAL SECURITY BENEFITS.—Any social security benefit (as
defined in section 86(d)).

* * * * * * *

PART Il—NONRESIDENT ALIENS AND FOREIGN
CORPORATIONS

* * * * * * *

Subpart A—Nonresident Alien Individuals
* * * * * * *

SEC. 871. TAX ON NONRESIDENT ALIEN INDIVIDUALS.
(a) INCOME NOT CONNECTED WITH UNITED STATES BusINEsS—30
PERCENT TA.x.—

(1) INCOME OTHER THAN CAPITAL GAINS._* * *

* * * * * * *

(3) TAXATION OF SOCIAL SECURITY BENEFITS—For purposes of
this section and section 144—

(A) one-half of any social security benefit (as defined in
section 86(d)) shall be included in gross income, and

(B) section 86 shall not apply.
* * * * * * *

PART Ill—INCOME FROM SOURCES WITHOUT THE UNITED
STATES

* * * * * * *

Subpart A—Foreign Tax Credit
* * * * * * *

SEC. 904. LIMITATION ON CREDIT.
(a) LIMITATION.— * * *

* * * * * * *

(g) COORDINATION Wrrn CREDIT FOR THE ELDERLY.—In the case of
an individual, for purposes of subsection (a) the tax against which
the credit is taken is such tax reduced by the amount of the credit
(if any) for the taxable year allowable under section 37 (relating to
credit for the elderly and the permanently and totally di9abled).

* * * * * * *

CHAPTER 2—TAX ON SELF-EMPLOYMENT
INCOME

* * * * * * *

SEC. 1401. RATE OF TAX.
((a) OLD-AGE, SURVIVORS, AND DISABILITY IN5URANCE.—In addi-

tion to other taxes, there shall be imposed for each taxable year, on
the self-employment income of every individual, a tax as follows:
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[(1) in the case of any taxable year beginning before Janu
ary 1, 1978, the tax shall be equal to 7.0 percent of the amount
of the self-employment income for such taxable year;

[(2) in the case of any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, the tax shall be equal
to 7.10 percent of the amount of the self-employment income
for such taxable year;

[(3) in the case of any taxable year beginning after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equal
to 7.05 percent of the amount of the self-employment income
for such taxable year;

[(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1, 1982, the tax shall be equal
to 8.00 percent of the amount of the self-employment income
for such taxable year;

[(5) in the case of any taxable year beginning after Decem-
ber 31, 1981, and before January 1, 1985, the tax shall be equal
to 8.05 percent of the amount of the self-employment income
for such taxable year;

[(6) in the case of any taxable year beginning after Decem-
ber 31, 1984, and before January 1, 1990, the tax shall be equal
to 8.55 percent of the amount of the self-employment income
for such taxable year;

[(7) in the case of any taxable year beginning after Decem-
ber 31, 1989, the tax shall be equal to 9.30 percent of the
amount of the self-employment income for such taxable year;

[(b) HOSPITAL INSURANCE—In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year,
on the self-employment income of every individual, a tax as fol-
lows:

[(1) in the case of any taxable year beginning after Decem-
ber 31, 1973, and before January 1, 1978, the tax shall be equal
to 0.90 percent of the aniount of the self-employment income
for such taxable year;

[(2) in the case of any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, the tax shall be equal
to 1.00 percent of the amount of the self-employment income
for such taxable year;

[(3) in the case of any taxable year beginning after Decem-
ber 31, 1978, and before January 1, 1981, the tax shall be equal
to 1.05 percent of the amount of the self-employment income
for such taxable year

[(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1, 1985, the tax shall be equal
to 1.30 percent of the amount of the self-employment income
for such taxable year;

[(5) in the case of any taxable year beginning after Decem-
ber 31, 1984, and before January 1, 1986, 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 Decem-
ber 31, 1985, the tax shall be equal to 1.45 percent of the
amount of the self-employment income for such taxable year.]
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(a) OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE. —In addi-
tion to other taxes, there shall be imposed for each taxable year, on
the self-employment income of every individual, a tax equal to the
following percent of the amount of the self-employment income for
such taxable year:

In tile case cia taxable year

Beginning after: And before: PeIr8nt:
December 31, 1983 January 1, 1988 11.40
December 31, 1987 January 1, 1990 12.12
December 31, 1989 January 1, 2015 12.40
December 31, 2014 12.88.

(b) HOSPITAL INSURANCE.—In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year,
on the self-employment income of every individual, a tax equal to
the following percent of the amount of the self-employment income
for such taxable year:

In tile case cia taxable year

Beginning after: And before:
December 31, 1983 January 1, 1985 2.60
December 31, 1984 January 1, 1986 2.70
December 31, 1985 2.90.

(c) CREDIT AGAINST TAXES IMPOSED BY THIS SEcTION. —
(1) IN GENERAL.—There shall be allowed as a credit against

the taxes imposed by this section for any taxable year an
amount equal to 1.8 percent (1.9 percent in the case of taxable
years beginning after December 81, 1987) of the self-employment
income of the income of the individual for such taxable year.

(2) ADDITIONAL CREDIT FOR 1984.—In addition to the .credit
allowed by paragraph (1), there shall be allowed as a credit
against the taxes imposed by this section for any taxable year
beginning during 1984 an amount equal to % of 1 percent of
the self-employment income of the individual for such taxable
year.

((c)] (d) RELIEF FROM TAXES IN CASES COVERED BY CERTAIN INTER-
NATIONAL AGREEMENTS.—During any period in which there is in
effect an agreement entered into pursuant to section 233 of the
Social Security Act with any foreign country, the self-employment
income of an individual shall be exempt from the taxes imposed by
this section to the extent that such self-employment income is sub-
ject under such agreement to taxes or contributions for similar
purposes under the social security system of such foreign country.
SEC. 1402 DEFINITIONS.

(a) Nr EARNINGS FROM SELF-EMPLOYMENT.—The term "net
earnings from self-employment" means the gross income derived
by an individual from any trade or business carried on by such in-
dividual, less the deductions allowed by this subtitle which are at-
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tributable to such trade or business, plus his distributive share
(whether or not distributed) of income or loss descrbed in section
702(aX8) 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 preceeding 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 horticultur-
al commodities (including livestock, bees, poultry, and fur-bear-
ing 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 management of the production
of such agricultural or horticultural commodities, and (B) there
is material participation by the owner or tenant (as deter-
mined without regard to any activities of an agent of such
owner or tenant) with respect to any such agricultural or horti-
cultural commodity;

* a a a a a a

(11) - [in the case of an individual described in section
91 1(dX1XB),] the exclusion from gross income provided by sec-
tion 911(aXl) shall not apply, and

a a a a a a a

(b) SELF-EMPLOYMENT INCOME.—The term "self-employment
income" means the net earnings from self-employment derived by
an individual (other than a nonresident alien individual, Except as
provided by an agreement under section 233 of the Social Security
Act) during any taxable year; except that such term shall not in-
clude—

(1) that part of the net earnings from self-employment which
is in excess of (i) an amount equal to the contribution and
benefit base (as determined under section 230 of the Social Se-
curity Act ) which is effective for the calendar year in which
such taxable year begins, minus (ii) the amount of the wages
paid to such individual during such taxable years; or

(2) the net earnings from self-employment, if such net earn-
ing for the taxable year are less than $400.

For purposes of clause (1), the term "wages" (A) includes such re-
muneration paid to an employee for services included under an
agreement 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 sec-
tion 3121 (1) (relating to coverage of citizens of the United States
who are (employees of foreign subsidiaries of domestic corpora-
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tions] employees of foreign affiliates of American employers), as
would be wages under section 3121(a) if such services constituted
employment under section 3121(b), (B) includes compensation
which is subject to the tax imposed by section 3201 or 3211, and (C)
includes, but only with respect to the tax imposed by section
1401(b), remuneration paid for medicare qualified Federal employ-
ment (as defined in section 3121(uX2)) which is subject to the taxes
imposed by sections 3101(b) and 3111(b). An individual who is not a
citizen of the United States but who is a resident of the Common-
wealth of Puerto Rico, the Virgin Islands, Guam, or American
Samoa shall not, for purposes of this chapter be considered to be a
nonresident alien individual.

* * * * * * *

CHAPTER 3—WITHHOLDING OF TAX ON NON-
RESIDENT ALIENS AND FOREIGN CORPORA-
TIONS AND TAX-FREE CONVENANT BONDS

* * * * * * *

SEC. 1441. WITHHOLDING OF TAX ON NONRESIDENT ALIENS.
(a) General Rule_* * *

* * * * * * *

(g) Cross Reference.—For provision treating one-half of social se-
curity benefits as subject to withholding under this section, see sec-
tion 871(aX3).

* * * * * * *

Subtitle C—Employment Taxes and Collection
of Income Tax at Source

* * * * * * *

CHAPTER 21—FEDERAL INSURANCE
CONTRIBUTIONS ACT

* * * * * * *

Subchapter A—Tax on Employees

* * * * * * *

SEC. 3101. RATE OF TAX.
(a) Ou>AGE, SuRvIvo1s, AND DISABILITY IN5uRANcE.—In addition

to other taxes, there is hereby imposed on the income of every mdi-
vidual a tax equal to the following percentages of the wages (as de-
fined in section 312(a)) received by him with respect to employment
(as defined in section 3121(b))—

((1) with respect to wages received during the calendar
years 1974 through 1977, the rate shall be 4.95 percent;
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((2) with respect to wages received during the calendar year
1978, the rate shall be 5.05 percent;

((3) with respect to wages received during the calendar
years 1979 and 1980, the rate shall be 5.08 percent;

((4) with respect to wages received during the calendar year
1981, the rate shall be 5.35 percent;

((5) with respect to wages received during the calendar
years 1982 through 1984, the rate shall be 5.40 percent;

((6) with respect to wages received during the calendar
years 1985 through 1989, the rate shall be 5.70 percent;

((7) with respect to wages received after December 31, 1989,
the rate shall be 6.20 percent.]

In cases of wages received during: The rote shall be:
1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 through 2014 6.2 percent
2015 or thereafter 644 percent.

* * * * * * *

Subchapter B—Tax on Employers
* * * * * * *

SEC. 3111. RATE OF TAX.
(a) 0u-AGE, SuRvIvoIs, AND DISABILITY INSURANCE.—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
3 121(a) and (t)) paid by him with respect to employment (as defined
in section 3121(b))—

((1) with respect to wages paid during the calendar years
1974 through 1977, the rate shall be 4.95 percent;

((2) with respect to wages paid during the calendar year
1978, the rate shall be 5.05 percent;

((3) with respect to wages paid during the calendar years
1979 and 1980, the rate shall be 5.08 percent;

((4) with respect to wages paid during the calendar year
1981, the rate shall be 5.35 percent;

((5) with respect to wages paid during the calendar years
1982 through 1984, the rate shall be 5.40 percent;

((6) with respect to wages paid during the calendar years
1985 through 1989, the rate shall be 5.70 percent; and

((7) with respect to wages paid after December 31, 1989, the
rate shall be 6.20 percent.]

In cases of wages received during: The rgte shall be:
1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 through 2014 6.2 percent
2015 or thereafter 6.44 percent

* * * * * * *

Subchapter C—General Provisions
* * * * * * *
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SEC. 3121. DEFINITIONS.
(a) WAGES.—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) * * *

* * * * * * *

(5) any payment made to, or on behalf of, an employee or his
beneficiary—

(A) from or to a trsut described in section 401(a) which is
exempt from tax under section 501(a) at the time of such
payment unless such payment is made to an employee of
the trust as remuneration for services rendered as such
employee and not as a beneficiary of the trust,

(B) under or to an annuity plan which, at the time of
such payment, is a plan described in section 403(a),

(C) under or to a bond purchase plan which, at the time
of such payment, is a qualified bond purchase plan de-
scribed in section 405(a), or

(D) under a simplified employee pension if, at the time
of the payment, it is reasonable to believe that the employ-
ee will be entitled to a deduction under section (219]
219(bX2) for such payment;

* * * * * * *

((9) any payment (other than vacation or sick pay) made to
an employee after the month in which he attains age 62, if
such employee did not work for the employer in the period for
which such payment is made;]

* * * * * * *

(17) any contribution, payment, or service provided by an
employer which may be excluded from the gross income of an
employee, his spouse, or his dependents, under the provisions
of section 120 (relating to amounts received under qualified
group legal services plans); (or]

(18) any payment made, or benefit furnished, to or for the
benefit of an employee if at the time of such payment or such
furnishing it is reasonable to believe that the employee will be
able is exclude such payment or benefit from income under
section 127 or 129(.] ; or

(19) the value of any meals or lodging furnished by or on
behalf of the employer if at the time of such furnishing it is
reasonable to believe that the employee will be able to exclude
such items from income under section 119.

Nothing in the regulations prescribed for purposes of chapter 24 (re-
lating to income tax withholding) which provides an exclusion from
"wages" as used in such cha,j,ter shall be construed to require a sim-
ilar exclusion from "wages in the regulations prescribed for pur-
poses of this chapter. Except as otherwise provided in regulations
prescribed by the Secretary, any third party which makes a pay-
ment included in wages solely by reasons of the parenthetical
matter contained in subparagraph (B) of paragraph (2) shall be
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treated for purposes of this chapter and chapter 22 as the employer
with respect to such wages.

S * * * * * *

(b) EMPLOYMENT.—FOr purposes of this chapter, the term "em-
ployment" means any service, of whatever nature, performed
(either] (A) by an employee for the person employing him, irre-
spective 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 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 or resi-
dent of the United States as an employee for an American employ-
er (as defined in subsection (h)), or (C) if it is service, regardless of
where or by whom performed, which is desinated as employment or
recognized as equivalent to employment under an agreement entered
into under section 233 of the Social Security Act; except that 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 (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 temporary basis to
perform agricultural labor;

• * * * * * S

((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 correspond-
ing 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;]

(5) service performed in the employ of the United States or
any instrumentality of the United States, if such service—

(A) would be excluded from the term "employment" for
purposes of this title if the provisions of paragraphs (5) and
(6') of this subsection as in effect in January 1983 had re-
mained in effect, and

(B) is performed by an individual who (i) has been con-
tinuously in the employ of the United States or an instru-
mentality thereof since December 31, 1983 (and for this pur-
pose an individual who returns to the performance of such
service after being separated therefrom following a previous
period of such service shall nevertheless be considered upon
such return as having been continuously in the employ of
the United States or an instrumentality thereof regardless
of whether the period of such separation began before or
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after December 31, 1983, if the period of such separation
does not exceed 365 consecutive days), or (ii) is receiving an
annuity from the Civil Service Retirement and Disability
Fund, or benefits (for service as an employee) under another
retirement system established by law of the United States
for employees of the Federal Government or members of the
uniformed services;
except that this paragraph shall not apply with respect to—

(i) service performed as the President or Vice President of
the United States,

(ii) service performed—
(I) in a position placed in the Executive Schedule

under sections 5312 through 5317 of title 5, United
States Code,

(11) as a noncareer appointee in the Senior Executive
Service or a nóncareer member of the Senior Foreign
Service, or

(III) in a position to which the individual is appoint-
ed by the President (or his designee) or the Vice Presi-
dent under section 105(aXl), 106(aXl), or 107(aXl) or
(bXl) of title 3, United States Code, if the maximum
rate of basic pay for such position is at or above the
rate for level V of the Executive Schedule,

(iii) service performed as the Chief Justice of the United
States, an associate justice of the Supreme Court, a judge of
a United States court of appeals, a judge of a United States
district court (including the district court of a territory), a
judge of the United States Claims Court, a judge of the
United States Court of International Trade, a judge of the
United States Tax Court, a United States magistrate, or a
referee in bankruptcy or United States bankruptcy judge,

(iv) service performed as a Member, Delegate, or Resident
Commissioner of or to the Congress, or

(v) any other service in the legislative branch of the Fed-
eral Government if such service is performed by an individ-
ual who, on December 31, 1983, is not subject to subchapter
III of chapter 83 of title 5, United States Code;

(6) service performed in the employ of the United States or
any instrumentality of the United States if such service is per-
formed—

(A) in a penal institution of the United States by an
inmate thereof,

(B) by any individual as an employee included under sec-
tion 5351(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a
medical or dental intern or a medical or dental resident in
training; or

(C) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency;

* * * * * * *



333

(8)[(A)] service performed 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, except that this [subpara-
graph] paragraph 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 subsection (r) is in effect with re-
spect to such order, or with respect to the autonomous subdivi-
sion thereof to which such member belongs;

[(B) service performed in the employ of a religious,
charitable, educational, or other organization described in
section 501(cX3) which is exempt from income tax under
section 50 1(a), but this subparagraph shall not apply to
service performed during the period for which a certifi-
cate, filed pursuant to subsection (k) (or the corresponding
subsection of prior law) or deemed to have been so filed
under paragraph (4) or (5) of such subsection, is in effect if
such service is performed by an employee—

[(i) whose signature appears on the list filed (or
deemed to have been filed) by such organization under
subsection (k) (or the corresponding subsection of prior
law),

• [(ii) who became an employee of such organization
after the calendar quarter in which the certificate
(other than a certificate referred to in clause (iii) was
filed (or deemed to have been filed), or

[(iii) who, after the calendar quarter in which the
certificate was (or deemed to haved been filed) filed
with respect to a group described in section 3121(kXl(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 3121(k)(1)(E) with respect to which no
certificate is (or is deemed to be) in effect;]

* * * * * * *

(i) COMPUTATION OF WAGES IN CERTAIN CASES.—
(1) DOMESTIC SERVICE.—For purposes of this chapter, in the

case of domestic service described in subsection (aX7)(B), any
payment of cash remuneration for such service which is more
or less than a whole-dollar amount shall, under such condi-
tions 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 fractional part of a dollar shall be disregarded
unless it amounts to one-half dollar or more, in which case it
shall be increased to $1. The amount of any payment of cash
remuneration so computed to the nearest dollar shall, in lieu
of the amount actually paid, be deemed to constitute the
amount of cash remuneration for purposes of subsection
(aX7XB).

(2) SERVICE IN THE UNIFORMED 5ERVICES.—FOr purposes of
this chapter, in the case of an individual performing service, as
a member of a uniformed service, to which the provisions of
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subsection (m)(1) are applicable, the term "wages" shall, sub-
ject to the provisions of subsection (a)(1) of this section, include
as such individual's remuneration for such service only his
basic pay as described in section 102(10) of the Servicemen's
and Veterans' Survivor Benefits Act.

(3) PEACE CORP5 VOLUNTEER 5ERVICE.—FOr puroses of this
chapter, 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 3121(p) are appli-
cable, the term "wages" shall, subject to the provisions of sub-
section (a)(1) of this section, include as such individual's remu-
neration for such service only amounts paid pursuant to sec-
tion 5(c) or 6(1) of the Peace Corps Act.

(4) SERVICE PERFORMED BY CERTAIN MEMBER5 OF RELIGIOU5
ORDERS.—For purposes of this chapter, in any case where an in-
dividual is a member of a religious order (as defined in subsec-
tion (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
autonomous subdivision thereof to which such member be-
longs, the term "wages" shall, subject to the provisions of sub-
section (aXi), include as such individual's remuneration for
such service the fair market value of any board, lodging, cloth-
ing, and other perquisites furnished to such member by such
order or subdivision thereof or by any other person or organi-
zation pursuant to an agreement with such order or subdivi-
sion, except that the amount included as such individual's re-
muneration under this paragraph shall not be less than $100 a
month.

(5) SERVICE PERFORMED BY CERTAIN RETIRED JUSTICES AND
JUDGES.—For purposes of this chapter, in the case of an individ-
ual performing service under the provisions of section 2.94 of
title 28, United States Code (relating to assignment of retired
justices and judges to active duty), the term "wages" shall, sub-
ject to the provisions of subsection (aXl) of this section, include
any payment under section 371(b) of such title 28 which is re-
ceived during the period of such service.

* * * * * * *

[(k) EXEMPTION OF RELIGIOUs, CHARITABLE, AND CERTAIN OTHER
ORGANIzr1ONs.—

[(1) WAIVER OF EXEMPTION BY ORGANIZATION.—
[(A) an organization described in section 501(cX3) which

is exempt from income tax under section 501(a) may file a
certificate (in such form and manner, and with such offi-
cial, as may be prescribed by regulations made under this
chapter) certifying that it desires to have the insurance
system established by title II of the Social Security Act ex-
tended to service performed by its employees. Such certifi-
cate may be filed only if it is accompanied by a list con-
taining 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
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month following the calendar quarter in which the certifi-
cate is filed by filing with the prescribed official a supple-
mental 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 regulations made
under this chapter.

((B) The certificate shall be in effect (for purposes of
subsection (bX8)(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 orga-
nization:

((i) the first day of the calendar quarter in which
the certificate if 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,
except that such date may not be earlier than the first
day of the twentieth calendar quarter preceding the
quarter in which such certificate is filed.

((C) In the case of service performed by an employee
whose name appears on a supplemental list filed after the
first month following the calendar quarter in which the
certificate is filed, the certificate shall be in effect (for pur-
poses of subsection (b)(8XB) and for purposes of section
210(aX8)(B) of the Social Security Act) only with respect to
service performed by such individual for the period begin-
ning 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, ef-
fective 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 termina-
tion may be revoked by the organization by giving, prior to
the close of the calendar quarter specified in the notice of
termination, a written notice of such revocation. Notice of
termination or revocation thereof shall be filed in such
form and manner, and with such official, as may be pre-
scribed by regulations made under this chapter.

((E) If an organization described in subparagraph (A)
employs both individuals who are in positions covered by a
pension, annuity, retirement, or similar fund or system es-
tablished by a State or by a political subdivision thereof
and individuals who are not in such positions, the organi-
zation shall divide its employees into two separate groups.
One group shall consist of all employees who are in posi-
tions covered by such a fund or system and (i) are mem-
bers of such fund or system, or (ii) are not members of
such fund or system but are eligible to become members
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thereof; and the other group shall consist of all remaining
employees. An organization which has so divided its em-
ployees mto two groups may file a certificate pursuant to
subparagraph (A) with respect to the employees in either
group, or may file a separate certificate pursuant to such
subparagraph with respect to the employees in each group.

((F) If a certificate filed pursuant to this paragraph is
effective for one or more calendar quarters prior to the
quarter in which the certificate is filed, then—

((i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return or pay tax), the due date for
the return and payment of the tax for such prior cal-
endar quarters resulting from the filing of such certifi-
cate shall be the last day of the calendar month fol-
lowing 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.

((2) TERMINATION OF WAIVER PERIOD BY SECRrARY.—If the
Secretary finds that any organization which filed a certificate
pursuant to this subsection or the corresponding subsection of
prior law has failed to comply substantially with the require-
ments applicable with respect to the taxes imposed by this
chapter or the corresponding provisions of prior law or is no
longer able to comply with the requirements applicable with
respect to the taxes imposed by this chapter, the Secretary
shall give such organization not less than 60 days' advance
notice in writing that the period covered by such certificate
will terminate at the end of the calendar quarter specified in
such notice. Such notice of termination may be revoked by the
Secretary by 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 termination or of
revocation thereof shall be given under this paragraph to an
organization without the prior concurrence of the Secretary of
Health, Education, and Welfare.

((3) No RENEWAL OF WAIVER.—In the event the period cov-
ered by a certificate filed pursuant to this subsection or the
corresponding subsection of prior law is terminated by the or-
ganization, no certificate may again be filed by such organiza-
tion pursuant to this subsection.

((4) CON5TRUCTTVE FILING OF CERTIFICATE WHERE NO REFUND

OR CREDIT OF TAXES HAS BEEN MADE.—
((A) In any case where—

((i) an organization described in section 501(cX3)
which is exempt from income tax under section 501(a)
has not filed a valid waiver certificate under para-
graph (1) of this subsection (or under the correspond-
ing provision of prior law) as of the date of the enact-
ment of this paragraph or, if later, as of the earliest
date on which it satisfies clause (ii) of this subpara-
graph, but
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((ii) the taxes imposed by sections 3101 and 3111
have been paid with respect to the remuneration paid
by such organization to its employees, as though such
a certificate had been filed, during any period (subject
to subparagraph (BXi)) of not less than three consecu-
tive calendar quarters,

such organization shall be deemed (except as provided in sub-
paragraph (B) of this paragraph) for purposes of subsection
(b)(8)(B) and section 210(aX8XB) of the Social Security Act, to
have filed a valid waiver under paragraph (1) of this subsection
(Or under the corresponding provision of prior law) on the first
day of the period described in clause (ii) of this subparagraph
effective (subject to subparagraph (c)) on the first day of the
calendar quarter in which such period began, and to have ac-
companied such certificate with a list containing the signature,
address, and social security number (if any) of each employee
with respect to whom the taxes described in such subpara-
graph were paid (and each such employee shall be deemed for
such purposes to have concurred in the filing of the certificate),
or

((B) Subparagraph (A) shall not apply with respect to
any organization if—

((i) the period referred to in clause (ii) of such sub-
paragraph (in the case of that organization) terminat-
ed before the end of the earliest calendar quarter fall-
ing wholly or partly within the time limitation (as de-
fined in section 205(cX1XB) of the Social Security Act)
immediately preceding the date of the enactment of
this paragraph, or

((ii) a refund or credit of any part of the taxes
which were paid as described in clause (ii) of such sub-
paragraph with respect to remuneration for services
performed on or after the first day of the earliest cal-
endar quarter falling wholly or partly within the time
limitation (as defined in section 205(cX1XB) of the
Social Security Act) immediately preceding the first
day of the calendar quarter other than a refund or
credit which would have been allowed if a valid
waiver certificate filed under paragraph (1) had been
in effect) has been obtained by the organization or its
employees prior to September 9, 1976, or

((iii) the organization, prior to the end of the period
referred to in clause (ii) of such subparagraph (and, in
the case of an organization organized on or before Oc-
tober 9, 1969, prior to October 19, 1976), had applied
for a ruling or determination letter acknowledging it
to be exempt from income tax under section 501(cX3),
and it subsequently received such ruling or determina-
tion letter and did not pay any taxes under sections
3101 and 3111 with respect to any employee with re-
spect to any quarter ending after the twelfth month
following the date of mailing or such ruling or deter-
mination letter and did not pay any such taxes with
respect to any quarter beginning after the later of (I)
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December 31, 1975 or (II) the date on which such
ruling or determination letter was issued.

((C) In the case of any organization which is deemed
under this paragraph to have filed a valid waiver certifi-
cate under paragraph (1), if—

((i) the period with respect to which the taxes im-
posed by sections 3101 and 3111 were paid by such or-
ganization (as described in subparagraph (A)(ii)) termi-
nated prior to October 1, 1976, or

((ii) the taxes imposed by sections 3101 and 3111
were not paid during the period referred to in clause
(i) (whether such period has terminated or not) with
respect to remuneration paid by such organization to
individuals who became its employees after the close
of the calendar quarter in which such period began,

(taxes under sections 3101 and 3111—
((iii) in the case of an organization which meets the

requirements of this subparagraph by reason of clause
(i), with respect to remuneration paid by such organi-
zation after the termination of the period referred to
in clause (i) and prior to July 1, 1977; or

((iv) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(ii), with respect to remuneration paid prior to July 1,
1977, to individua1s who became its employees after
the close of the calendar quarter in which the period
referred to in clause (i) began,

(which remain unpaid on the date of the enactment of
this subparagraph, or which were paid after October 19,
1976, but prior to the date of the enactment of this subpar-
agraph, shall not be due or payable (or, if paid, shall be
refunded); and the certificate which such organization is
deemed under this paragraph to have filed shall not apply
to any service with respect to the remuneration for which
the taxes imposed by sections 3101 and 3111 (which remain
unpaid on the date of the enactment of this subparagraph,
or were paid after October 19, 1976, but prior to the date
of the enactment of this subparagraph) are not due and
payable (or are refunded) by reason of the preceding provi-
sions of this subparagraph. In applying this subparagraph
for purposes of title II of the Socia1 Security Act, the
period during which reports of wages subject to the taxes
imposed by sections 3101 and 3111 were made by any orga-
nization may be conclusively treated as the period (de-
scribed in subparagraph (AXii)) during which the taxes im-
posed by such sections were paid by such organization.

((5) CON5TRUCTIVE FILING OF CERTIFICATE WHERE REFUND OR
CREDIT HA5 BEEN MADE AND NEW CERTIFICATE IS NOT FILED.—In
any case where—

((A) an organization described in section 501(cX3) which
is exempt from income tax under section 501(a) would be
deemed under paragraph (4) of this subsection to have
filed a valid waiver certificate under paragraph (1) if it
were not excluded from such paragraph (4) (pursuant to
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subparagraph (BXii) thereof) because a refund or credit of
all or a part of the taxes described in paragraph (4XA)(ii)
was obtained prior to September 9, 1976; and

((B) such organization has not, prior to April 1, 1978,
filed a valid waiver certificate under paragraph (1) which
is effective for a period beginning on or before the first day
of the first calendar quarter with respect to which such
refund or credit was made (or, if later, with the first day of
the earliest calendar quarter for which such certificate
may be in effect under paragraph (lXBXiii)) and which is
accompanied by the list described in paragraph (1XA),

(such organization shall be deemed, for purposes of subsection
(bX8XB) and section 2l0(aX8)(B) of the Social Security Act, to
have filed a valid waiver certificate under paragraph (1) of this
subsection on April 1, 1978, effective for the period beginning
on the first day of the first calendar quarter with respect to
which the refund or credit referred to in subparagraph (A) of
this paragraph was made (or, if later, with the first day of the
earliest calendar quarter falling wholly or partly within the
time limitation (as defined in section 205(cX1XB) of the Social
Security Act) immediately preceding the date of the enactment
of this paragraph), and to have accompanied such certificate
with a list containing the signature, address, and social secu-
rity number (if any) of each employee described in subpara-
graph (A) of paragraph (4) including any employee with respect
to whom taxes were refunded or credited as described in sub-
paragraph (A) of this paragraph (and each such employee shall
be deemed for such purposes to have concurred in the filing of
the certificate). A certificate which is deemed to have been
filed by an organization on April 1, 1978, shall supersede any
certificate which may have been actually filed by such organi-
zation prior to that day except to the extent prescribed by the
Secretary.

((6) APPLICATION OF CERTAIN PROVISIONS TO CASES OF CON-
5TRUCTIVE FILING.—AIl of the provisions of this subsection
(other than subparagraphs (B), (F), and (H) of paragraph (1)),
including the provisions requiring payment of taxes under sec-
tions 3101 and 3111 with respect to the services involved
(except a provided in paragraph. (4Xc)) shall apply with respect
to any certificate which is deemed to have been filed by an or-
ganization on any day under paragraph (4) or (5), in the same
way they would apply if the certificate had been actually filed
on that day under paragraph (1); except that—

[(A) the provisions relating to the filing of supplemental
lists of concurring employees in the third sentence of para-
graph (1XA), and in paragraph (1XC), shall apply to the
extent prescribed by the Secretary;

C(B) the provisions of paragraph (1XE) shall not apply
unless the taxes described in paragraph (4XAXii) were paid
by the organization as though a separate certificate had
been filed with respect to one or both of the groups to
which such provisions relate; and

1(C) the action of the organization in obtaining the
refund or credit described in paragraph (5XA) shall not be
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considered a termination of such organization's coverage
period for purposes of paragraph (3). Any organization
which is deemed to have filed a waiver certificate under
paragraph (4) or (5) shall be considered for purposes of sec-
tion 3102(b) to have been required to deduct the taxes im-
posed by section 3101 with respect to the services involved.

((7) BOTH EMPLOYEE AND EMPLOYER TAXE5 PAYABLE BY ORGA-
NIZATION FOR RETROACTIVE PERIOD IN CA5E5 OF CONSTRUCTIVE
FILING.—Notwithstanding any other provision of this chapter,
in any case where an organization described in paragraph
(5)(A) has not filed a valid waiver certificate under paragraph
(1) prior to April 1, 1978, and is accordingly deemed under
paragraph (5) to have filed such a certificate on April 1, 1978,
the taxes due under section 3101, with respect to services con-
stituting employment by reason of such certificate for any
period prior to that date (along with the taxes due under sec-
tion 3111 with respect to such services and the amount of any
interest paid in connection with the refund or credit described
in paragraph (5XA)) shall be paid by such organization from its
own funds and without any deduction from the wages of the
individuals who performed such services; and those individuals
shall have no liability for the payment of such taxes.

((8) EXTENDED PERIOD FOR PAYMENT OF TAXES FOR RETROAC-
TIVE COVERAGE.—Notwlthstanding any other provision of this
title, in any case where—

((a) an organization is deemed under paragraph (4) to
have filed a valid waiver certificate under paragraph (1),
but the applicable period described in paragraph (4)(A)(ii)
has terminated and part or all of the taxes imposed by sec-
tions 3101 and 3111 with respect to remuneration paid b
such organization to its employees after the close of suc
period remains payable notwithstanding paragraph (4XC),
or

((B) an organization described in paragraph (5XA) files a
valid waiver certificate under paragraph (1) by March 31,
1978, as described in paragraph (5)(B), or (not having filed
such a certificate by that date) is deemed under paragraph
(5) to have filed such a certificate on April 1, 1978, or

((C) an individual files a request under section 3 of
Public Law 94—563, or under section 312(c) of the Social Se-
curity Amendments of 1977, to have service treated as con-
stituting remuneration for employment (as defined in sec-
tion 3121(b) and in section 210(a) of the Social Security
Act).

(the taxes due under sections 3101 and 3111 with respect to
services constituting employment by reason of such certificate
for any period prior to the first day of the calendar quarter in
which the date of such filing or constructive filing occurs, or
with respect to service constituting employment by reason of
such request, may be paid in installments over an appropriate
period of time, as determined under regulations prescribed by
the Secretary, rather than in a lump sum.]

((1) AGREEMENTS ENTERED INTO BY DOMESTIC CORPORATION WITH

RESPECT TO FOREIGN SUBSIDIARIES.—
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((1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOR-
EIGN 5UB5IDIARIE5.—The Secretary shall, at the request of any
domestic corporation, enter into an agreement (in such form and
manner as may be prescribed by the Secretary) with any such
corporation Which desires to have the insurance system estab-
lished by title II of the Social Security Act extended to service
performed outside the United States in the employ of any one or
more of its foreign subsidiaries (as defined in paragraph (8)) by
all employees who are citizens of the United States, except that
the agreement shall not be applicable to any service performed
by, or remuneration paid to, an employee if such service or
remuneration Would be excluded from the term "employment"
or "wages", as defined in this section, had the service been
performed in the United States.]

(1) AGREEMENTS ENTERED INTO BY AMERICAN EMPLOYERS WITH
RESPECT TO FOREIGN AFFILIATES.—

(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOR-
EIGN AFFILIATE.—The Secretary shall, at the American employ-
er's request, enter into an agreement (in such manner and form
as may be prescribed by the Secretary) with any American em-
ployer (as defined in subsection (h,)) who desires to have the in-
surance system established by title II of the Social Security Act
extended to service performed outside the United States in the
employ of any 1 or more of such employer's foreign affiliates (as
defined in paragraph (8)) byall employees who are citizens or
residents of the United States, except that the agreement shall
not apply to any service performed by, or remuneration paid to,
an employee if such service or remuneration would be excluded
from the term "employement" 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 condi-
tions, with respect to any other foreign (subsidiary] affiliate
of such (domestic corporation] American employer. Such
agreement shall be applicable with respect to citizens or resi-
dents 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] affiliate Speci-
fied in the agreement. Such agreement Shall provide—

(A) that the (domestic corporation] American employer
shall pay to the Secretary, at such time or times as the
Secretary may by regulations prescribe, amounts equiva-
lent to the sum of the taxes which would be imposed by
sections 3101 and 3111 (including amounts equivalent to
the interest, additions to the taxes, additional amounts,
and penalties which would be applicable) with respect to
the remuneration which would be wages if the services
covered by the agreement constituted employment as de-
fined in this section; and

(B) that the (domestic corporation] American employer
will comply with such regulations relating to payments
and reports as the Secretary may prescribe to carry out
the purposes of this subsection.
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(2) EFFECTIVE PERIOD OF AGREEMENT.—An agreement entered
into pursuant to paragraph (1) shall be in effect for the period
beginning with the first day of the calendar quarter in which
such agreement is entered into or the first day of the succeed-
ing calendar quarter, as may be specified in the agreement;
except that in case such agreement is amended to include the
services performed for any other (subsidies] affiliate 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 per-
formed for such other (subsidy] affiliate only after the calen-
dar quarter in which such amendment is executed.

(3) TERMINATION OF PERIOD BY A (DOMESTIC CORPORATION]
AMERICAN EMPLOYER.—The period for which an agreement en-
tered into pursuant to paragraph (1) of this subsection is effec-
tive may be terminated with respect to any one or more of its
foreign (subsidiaries] affiliates by the (domestic corpora-
tion,] American employer, effective at the end of a calendar
quarter, upon giving two years' 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 corpo-
ration] American employer by giving, prior to the close of the
calendar quarter specified in the notice of termination, a writ-
ten notice of such revocation. Notice of termination or revoca-
tion thereof shall be filed in such form and manner as may be
prescribed by regulations. Notwithstanding any other provision
of this subsection, the period for which any such agreement is
effective with respect to any foreign (corporation] entity shall
terminate at the end of any calendar quarter in which the for-
eign (corporation,] entity, at any time in such quarter, ceases
to be a foreign (subsidiary] affiliate as defined in paragraph

(4) TERMINATION OF PERIOD BY SECRETARY.—If the Secretary
finds that any (domestic corporation] American employer
which entered into an agreement pursuant to this subsection
has failed to comply substantially with the terms of such
agreement, the Secretary shall give such (domestic corpora-
tion] American employer not less than sixty days' advance
notice in writing and 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 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] American employer.
No notice of termination or of revocation thereof shall be given
under this paragraph to a (domestic corporation) American
employer without the prior concurrence of the Secretary of
Health, Education, and Welfare.

(5) No RENEWAL OF AGREEMENT.—If any agreement entered
into pursuant to paragraph (1) of this subsection is terminated
in its entirety (A) by a notice of termination filed by the (do-
mestic corporation] American employer pursuant to paragraph
(3), or (B) by a notice of termination given by the Secretary
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pursuant to paragraph (4), the [domestic corporation] Ameri-
can employer may not again enter into an agreement pursuant
to paragraph (1). If any such agreement is terminated with re-
spect to any foreign [subsidiary,] affiliate, such agreement
may not thereafter be amended so as again to make it applica-
ble with respect to such [subsidiary.] affiliate.

(6) DEPosITs IN TRU5T FUND5.—FOr purposes of section 201 of
the Social Security Act, relating to appropriations to the Fed-
eral Old-Age and Survivors Insurance Trust Fund and the Fed-
eral Disability Insurance Trust Fund, such remuneration—

(A) paid for services covered by an agreement entered
into pursuant to paragraph (1) as would be wages if the
services constituted employment, and

(B) as is reported to the Secretary pursuant to the provi-
sions of such agreement or of the regulations issued under
this subsection,

shall be considered wages subject to the taxes imposed by this
chapter.

(7) OVERPAYMENT5 AND UNDERPAYMENT5.—
(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
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 required by regula-
tions prescribed by the Secretary.

(B) If an overpayment cannot be adjusted under subpara-
graph (A), the amount thereof shall be paid by the Secre-
tary, through the Fiscal Service of the Treasury Depart-
ment, but only if a claim for such overpayment is filed
with the Secretary within two years from the time such
overpayment was made.

[(8) DEFINITION OF FOREIGN 5UB5IDIARY.—For purposes of
this subsection and section 210(a) of the Social Security Act, a
foreign [subsidiary] affiliate of a [domestic corporation]
American employer is—

[(A) a foreign corporation not less than 20 percent of
the voting stock of which is owned by such domestic corpo-
ration; 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).]

(8) FOREIGN AFFILIATE DEFINED.—For purposes of this subsec-
tion and section 210(a) of the Social Security Act—--

(A) IN GENERAL.—A foreign affiliate of an American em-
ployer is any foreign entity in which such American em-
ployer has not less than a 10-percent interest.

(B) DETERMINATION OF 10-PERCENT INTEREST. —For pur-
poses of subparagraph (A), an American employer has a 10-
percent interest in any entity if such employer has such an
interest directly (or through 1 or more entities)—

(i) in the case of a corporation, in the voting stock
thereof and
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(ii) in the case of any other entity, in the profits
thereof

* * * * * * *

(9) (DOMESTIC CORPORATION AMERICAN EMPLOYER AS SEPA-
RATE ENTITY.—Each (domestic corporation] American employ-
er which enters into an agreement pursuant to paragraph (1) of
this subsection shall, for purposes of this subsection and sec-
tion 6413(c)(2)(C), relating to special refunds in the case of em-
ployees of certain (foreign corporations] foreign entities, 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) REGuiTIONs.—Regulations of the Secretary to carry out
the purposes of this subsection shall be designed to make the
requirements imposed on (domestic corporations] American
employers with respect to services covered by an agreement en-
tered into pursuant to this subsection the same, so far as prac-
ticable, as those imposed upon employers pursuant to this title
with respect to the taxes imposed by this chapter.

* * * * * * *

(r) ELECTION OF COvERAGE BY RELIGIOUS ORDERS.—
(1) CERTIFICATE OF ELECTION BY ORDER._*

* a

• • • a * * *

(3) EFFECTIVE DATE FOR ELECTION.—(A) A certificate of elec-
tion of coverage shall be in effect, for purposes of (subsection
(bX8XA)] subsection (bX8) and for purposes of section
210(aX8) ((A)] of the Social Security Act, for the period begin-
ning with whichever of the following may be designated by the
order or subdivision thereof:

(i) the first day of the calendar quarter in which the cer-
tificate is filed,

(ii) the first day of the calendar quarter succeeding such
quarter, or

(iii) the first day of any calendar quarter preceding the
calendar 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 cer-
tificate 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 per-
formed 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 subsec-
tion 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 calen-
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dar 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.

(4) COORDINATION WITH COVERAGE OF LAY EMPLOYEE5.—Not-
withstanding the preceding provisions of this subsection, no
certificate of election shall become effective with respect to an
order or subdivision thereof, unless—

((A) if at the time the certificate of election is filed a
certificate 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 regulation 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
certificate of waiver of exemption under such subsection is
not in effect with respect to such order or subdivision, such
order or subdivision files such certificate of waiver of ex-
emption under the provisions of such subsection except
that such certificate of waiver of exemption cannot become
effective at a later date than the certificate of election and
such certificate of waiver of exemption must specify that
such certificate of waiver of exemption may not be re-
voked. The certificate of waiver of exemption required
under this subparagraph shall be filed notwithstanding the
provisions of subsection (k)(3).]

* * * * * * *

(u) APPLICATION OF HOSPITAL INSURANCE TAX TO FEDERAL
EMPLOYMENT.—

((1) IN GENERAL.—For purposes of the taxes imposed by
sections 3101(b) and 3111(b)—

((A) paragraph (6) of subsection (b) shall be applied
without regard to subparagraphs (A), (B), and (C) (i),
(ii), and (vi) thereof, and

((B) paragraph (5) of subsection (b) (and the provi-
sions of law referred to therein) shall not apply.]

(1) IN GENERAL. —For purposes of the taxes imposed by sec-
tions 3101(b) and 3111(b), subsection (b) shall be applied with-
out regard to paragraph (5) thereof

* * * * * * *
(v) TREATMENT OF CERTAIN DEFERRED COMPENSATION AND

SALARY REDUCTION ARRANGEMENTS.—NOthing in any paragraph of
subsection (a) (other than paragraph (1)) shall exclude from the term
"wages" any employer contribution—

(1) under a qualified cash or deferred arrangement (as de-
fined in section 401(k)) to the extent not included in gross
income by reason of section 402('aX8),

(2) under a cafeteria plan (as defined in section 125(d)) to the
extent the employee had the right to choose cash, property, or
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other benefits which would be wages for purposes of this chap-
ter, or

(3) for an annuity contract described in section 403(b).
* * * * * * *

CHAPTER 23—FEDERAL UNEMPLOYMENT TAX
ACT

SEC. 3304. APPROVAL OF STATE LAWS.
(a) REQUIREMENTS.—The Secretary of Labor shall approve any

State law submitted to him, within 30 days of such submission,
which he finds provides that—

(1) all compensation is to be paid through public employment
offices or such other agencies as the Secretary of Labor may
approve;

(2) no compensation shall be payable with respect to any day
of unemployment occurring within 2 years after the first day
of the first period with respect to which contributions are re-
quired;

(3) all money received in the unemployment fund shall
(except for refunds of sums erroneously paid into such fund
and except for refunds paid in accordance with the provisions
of section 3305(b)) immediately upon such receipt be paid over
to the Secretary of the Treasury to the credit of the Unemploy-
ment Trust Fund established by section 904 of the Social Secu-
rity Act (42 U.S.C. 1104);

(4) all money withdrawn from the unemployment fund of the
State shall be used solely in the payment of unemployment
compensation, exclusive of expenses of administration, and for
refunds of sums erroneously paid into such fund and refunds
paid in accordance with the provisions of section 3305(b);
except that—

(A) an amount equal to the amount of employee pay-
ments 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 903(c)(2) of the
Social Security Act may, subject to the conditions pre-
scribed in such section, be used for expenses incurred by
the State for administration of its unemployment compen-
sation law and public employment offices; and

(C) nothing in this paragraph shall be construed to pro-
hibit deducting an amount from unemployment compensa-
tion otherwise payable to an individual and using the
amount so deducted to pay for health insurance if the indi-
vidual elected to have such deduction made and such de-
duction was made under a program approved by the Secre-
tary of Labor;
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CHAPTER 25—GENERAL PROVISIONS RELATING
TO EMPLOYMENT TAXES AND COLLECTION OF
INCOME TAXES AT SOURCE

Sec. 3501. Collection and payment of taxes.
Sec. 3502. Nondeductibility of taxes in computing taxable income.
Sec. 3503. Erroneous payments.
Sec. 3504. Acts to be performed by agents.
Sec. 3505. Liability of third parties paying or providing for wages.
Sec. 3506. Individuals providing companion sitting placement services.
Sec. 3507. Advance payment of earned income credit.
Sec. 3508. Treatment of real estate agents and direct sellers.
Sec. 3509. Determination of employer's liability for certain employment taxes.
Sec. 3510. Credit for increased social security employee taxes and railroad retirement

tier 1 employee taxes imposed during 198..

* * * * * * *

SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EMPLOYEE TAXES
AND RAILROAD RETIREMENT TIER 1 EMPLOYEE TAXES IM-
POSED DURING 1984.

(a) GENERAL RULE.—There shall be allowed as a credit against
the tax imposed by section 3101(a) on wages received during 1984 an
amount equal to of 1 percent of the wages so received.

(1,) TIME CREDIT ALLOWED.—The credit under subsection (a) shall
be taken into account in determining the amount of the tax deduct-
ed under section 3102(a).

(c) WAGES. —For purposes of this section, the term "wages" has the
meaning given to such term by section 3121(a).

(d) APPLICATION 2' AGREEMENTS UNDER SECTION 218 OF THE
SOCIAL SECURITY AcT.—For purposes of determining amounts equiv-
alent to the tax imposed by section 3101(a) with respect to remunera-
tion which—

(1) is covered by an agreement under section 218 of the Social
Security Act, and

(2) is paid during 1984,
the credit allowed by subsection (a) shall be taken into account. A
similar rule shall ako apply in the case of an agreement under sec-
tion 3121(l).

(e) CREDIT AGAINST RAILROAD RETIREMENT EMPLOYEE AND EM-
PLOYEE REPRESENTATIVE TAXES. —

(1) IN GENERAL.—There shall be allowed as a credit against
the taxes imposed by sections 3201(a) and 3211(a) on compensa-
tion paid dunng 1984 and subject to such taxes an amount
equal to 3/ of 1 percent of such compensation.

(2) TIME CREDIT ALLOWED. The credit under paragraph (1)
shall be taken into account in determining the amount of the
tax deducted under section 3202(a) (or the amount of the tax
under section 3211(a)).

(3) COMPENSATION.—FOr purposes of this subsection, the term
"compensation" has the meaning given to such term by section
3231(e).

(1) COORDINATION WITH SECTION 6413(c).—For purposes of subsec-
tion (c) of section 6413, in determining the amount of the tax im-
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posed by section 3101 or 3201, any credit allowed by this section
shall be taken into account.

* * * * * * *

Subtitle F—Procedure and Administration
* * * * * * *

CHAPTER 61—INFORMATION AND RETURNS
* * * * * * *

Subchapter A—Returns and Records
* * * * * * *

PART 111—INFORMATION RETURNS
* * * * * * *

Subpart B—Information Concerning Transactions With Other Persons
Sec. 6041. Information at source.
Sec. 6041A. Returns regarding payments of remuneration for services and direct

sales.
Sec. 6042. Returns regarding payments of dividends and corporate earnings and

profits.
Sec. 6043. Returns regarding liquidation, dissolution, termination, or contraction.
Sec. 6044. Returns regarding payments of patronage dividends.
Sec. 6045. Returns of brokers.
Sec. 6046. Returns as to organization or reorganization of foreign corporations and

as to acquisitions of their stock.
Sec. 6046A. Returns as to interests in foreign partnerships.
Sec. 6047. Information relating to certain trusts and annuity and bond purchase

plans.
Sec. 6048. Returns as to certain foreign trusts.
Sec. 6049. Returns regarding payments of interest.
Sec. 6050A. Reporting requirements of certain fishing boat operators.
Sec. 6050B. Returns relating to unemployment compensation.
Sec. 6050C. Information regarding windfall profit tax on domestic crude oil.
Sec. 605D. Returns relating to energy grants and financing.
Sec. 605E. State and local income tax refunds.
Sec. 6050F. Returns relating to social security benefits.

• • • I I I •

SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENEFITS.
(a) REQUIREMENT OF REPORTING.—The appropriate Federal offi-

cial shall make a return, according to the forms and regulations
prescribed by the Secretary, setting fort h—

(1) the—
(A) aggregate amount of social security benefits paid with

respect to any individual during any calendar year,
(B) aggregate amount of social security benefits repaid by

such individual during calendar year, and
(C) aggregate reduction under section 224 of the Social

Security Act (or under section 3(aXl) of the Railroad Retire-
ment Act of 1974) in benefits which would otherwise have
been paid to such individual during the calendar year on
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account of amounts received under a workmen's compensa-
tion act, and

(2) the name and address of such individual.
(b) STATEMENTS To BE FURNISHED To INDIVIDUALS WITH RE-

SPECT To WHOM INFORMATION IS FUR NISHED.—Every person
making a return under subsection (a) shall furnish to each individ-
ual whose name is set forth in such return a written statement
showing—

(1) the name of the agency making the payments, and
(2) the aggregate amount of payments, of repayments, and of

reductions, with respect to the individual as shown on such
return.

The written statement required under the preceding sentence shall
be furnished to the individual on or before January 31 of the year
following the calendar year for which the return under subsection
(a) was made.

(c) DEFINITIONS.—For purposes of this section—
(1) APPROPRIATE FEDERAL OFFICIAL—The term "appropriate

Federal official" means—
(A) the Secretary of Health and Human Services in the

case of social security benefits described in section
86('dXlXA), and

(B) the Railroad Retirement Board in the case of social
security benefits described in section 86(dX1XB).

(2) SOCIAL SECURITY BENEFIT.—The term "social security bene-
fit" has the meaning given to such term by section 86(dXl).

* * * * * * *

Subchapter B—Miscellaneous Provisions
* * * * * * *

SEC. 6103. CONFIDENTIALITY AND DISCLOSURE OF RETURNS AND
RETURN INFORMATION.

(a) GENERAL Rui.— * * *
- * * * * * * *

(h) DISCLOSURE TO CERTAIN FEDERAL OFFICERS AND EMPLOYEES
FOR PURPOSES OF TAX ADMINISTRATION, ETC.—

(1) DEPARTMENT OF THE TREASURY.—Returns and return in-
formation Shall, without written request, be open to inspection
by or disclosure to offices and employees of the Department of
the Treasury whose official duties require such inspection or
disclosure for tax administration purposes.

* * * * * * *

(6') WITHHOLDING OF TAX FROM SOCIAL SECURITY BENEFITS.—
Upon written request, the Secretary may disclose available
return information from the master files of the Internal Reve-
nue Service with respect to the address and status of an indi-
vidual as a nonresident alien or as a citizen or resident of the
United States to the Social Security Administration or the Rail-
road Retirement Board for purposes of carrying out its responsi-
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bilities for withholding tax under section 1441 from social secu-
rity benefits (as defined in section 86(d)).

* * * a * * *

(p) PROCEDURE AND RECORDKEEPING.—
(1) MANNER, TIME, AND PLACE OF INSPECTIONS.— * * *

a * * * * * *

(4) SAFEGUARDS.—-Any Federal agency described in subsec-
tion (hX2), (hX6), (fl(1), (2), (3), or (5), (j)(1) or (2), (lXl), (2), (3), or
(5), or (o)(1), the General Accounting Office, or any agency,
body, or commission described in subsection (d), (iX3)(BXi), or
(1X6), or (7) (or 8] shall, as a condition for receiving returns or
return information—

(A) establish and maintain, to the satisfaction of the Sec-
retary, a permanent system of standardized records with
respect to any request, the reason for such request, and
the date of such request made by or of it and any disclo-
sure of return or return information made by or to it;

(B) establish and maintain, to the satisfaction of the Sec-
retary, a secure area or place in which such returns or
return information shall be stored;

(C) restrict, to the satisfaction of the Secretary, access to
the returns or return information only to persons whose
duties or responsibilities require access and to whom dis-
closure may be made under the provisions of this title;

(D) provide such other safeguards which the Secretary
determines (and which he prescribes in regulations) to be
necessary or appropriate to protect the confidentiality of
the returns or return information;

(E) furnish a report to the Secretary, at such time and
containing such information as the Secretary may pre-
scribe, which describes the procedures established and uti-
lized by such agency, body, or commission or the General
Accounting Office for ensuring the confidentiality of re-
turns and return information required by this paragraph;
and

(F) upon completion of use of such returns or return in-
formation—

(i) in the case of an agency, body, or commission de-
scribed in subsection (d), (iX3XBXi), or (1X6) or (7) (or
8], return to the Secretary such returns or return in-
formation (along with any copies made therefrom) or
make such returns or return information undisclosa-
ble in any manner and furnish a written report to the
Secretary describing such manner; and

(ii) in the case of an agency described in subsections
(hX2), (hX6), (iXi), (2), (3), or (5), (jX1) or (2), (1X1), (2), (3),
or (5), or (oXi), or the General Accounting Office,
either—

(I) return to the Secretary such returns or
return information (along with any copies made
therefrom),
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(II) otherwise make such returns or return in-
formation undisciosable, or

(III) to the extent not so returned or made un-
disciosable, ensure that the conditions of subpara-
graphs (A), (B), (C), (D), and (E) of this paragraph
continue to be met with respect to such returns or
return information,

except that the conditions of subparagraphs (A), (B), (C), (D),
and (E) shall cease to apply with respect to any return or
return information if, and to the extent that, such return or
return information is disclosed in the course of any judicial or
administrative proceeding and made a part of the public record
thereof. If the Secretary determines that any such agency,
body, or commission or the General Accounting Office has
failed to, or does not, meet the requirements of this paragraph,
he may, after any proceedings for review established under
paragraph (7), take such actions as are necessary to ensure
such requirements are met, including refusing to disclose re-
turns or return information to such agency, body, or commis-
sion or the General Accounting Office until he determines that
such requirements have been or will be met. In the case of any
agency which receives any mailing address under subsection
(m)(2) or (4) and which discloses any such mailing address to
any agent, this paragraph shall apply to such agency and each
such agent (except that, in the case of an agent, any report to
the Secretary or other action with respect to the Secretary
shall be made or taken through such agency).

* * * * * * *

CHAPTER 65—ABATEMENTS, CREDITS, AND
REFUNDS

* * * * * * *

Subchapter B—Rules of Special Application
* * * * * * *

SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN TAXES UNDER SUB-
TITLE C.

(a) ADJUsTMENT OF TAX.__* * *

* * * * * * *

(c) SPECIAL REFUNDS.—
(1) IN GENERAL.---If by reason of an employee receiving wages

from more than one employer during a calendar year the
wages received by him during such year exceed the contribu-
tion and benefit base (as determined under section 230 of the
Social Security Act) which is effective with respect to such
year, the employee shall be entitled (subject to the provisions
of section 31(c)) to a credit or refund of any amount of tax, with
respect to such wages, imposed by section 3101 or section 3201,
or by both such sections, and deducted from the employee's
wages (whether or not paid to the Secretary), which exceeds
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the tax with. respect to the amount of such wages received in
such year which is equal to such contribution and benefit base.
The term "wages" as used in this paragraph shall, for purposes
of this paragraph, include "compensation' as defined in section
3231(e).

(2) APPLICAPILITY IN CASE OF FEDERAL AND STATE EMPLOYEES,

EMPLOYEES OF CERTAIN FOREIGN (CORPORATIONS,] AFFILIATES,
AND GOVERNMENTAL EMPLOYEES IN GUAM, AMERICAN SAMOA,
AND THE DISTRICT OF COLUMBIA.—

(A) FEDERAL EMPLOYEE5.—In the case of remuneration
received from the United States or a wholly owned instru-
mentality thereof during any calendar year, each head of a
Federal agency or instrumentality who makes a return
pursuant to section 3122 and each agent, designated by the
head of a Federal agency or instrumentality, who makes a
return pursuant to such section shall, for purposes of this
subsection, be deemed a separate employer, and the term
"wages" includes, for purposes of this subsection, the
amount, not to exceed an amount equal to the contribution
and benefit base (as determined under section 230 of the
Social Security Act) for any calendar year 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.

(B) STATE EMPLOYEE5.—For purposes of this subsection,
in the case of remuneration received during any calendar
year, the term "wages" includes such remuneration for
services covered by an agreement made pursuant to sec-
tion 218 of the Social Security Act as would be wages if
such services constituted employment; the term "employ-
er" includes a State or any political subdivision thereof, or
any instrumentality of any one or more of the foregoing;
the term "tax" or 'tax imposed by section 3101" includes,
in the case of services covered by an agreement made pur-
suant to section 218 of the Social Security Act, an amount
equivalent to the tax which would be imposed by section
3101, if such services constituted employment as defined in
section 3121; and the provisions of this subsection shall
apply whether or not any amount deducted from the em-
ployee's remuneration as a result of an agreement made
pursuant to section 218 of the Social Security Act has been
paid to the Secretary.

(C) EMPLOYEES OF CERTAIN FOREIGN (CORPORATIONS] AF-
FILIATES.—For purposes of paragraph (1) of this subsection,
the term "wages" includes such remuneration for services
covered by an agreement made pursuant to section 3121(1)
as would be wages if such services constituted employ-
ment; the term 'employer" includes any (domestic corpo-
ration] American employer which has entered into an
agreement pursuant to section 3121(1); the term "tax" or
"tax imposed by section 3101" includes, in the case of serv-
ices covered by an agreement entered into pursuant to sec-
tion 3121(1), an amount equivalent to the tax which would
be imposed by section 3101, if such services constituted em-
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ployment as defined in section 3121; and the provisions of
paragraph (1) of this subsection shall apply whether or not
any amount deducted from the employee's remuneration
as a result of the agreement entered into pursuant to sec-
tion 3121(1) has been paid to the Secretary.

* * * .* * * *

CHAPTER 80—GENERAL RULES
* * * * * * *

Subchapter B—Effective Date and Related Provisions
* * * * * * *

SEC. 7871. INDIAN TRIBAL GOVERNMENTS TREATED AS STATES FOR CER.TAIN PURPOSES.
(a) GENERAL RuLE.—An Indian tribal government shall be treat-ed as a State—

(1) for purposes of determining whether and in what amount
any contribution or transfer to or for the use of such govern-
ment (or a political subdivision thereof) is deductible under—

(A) section 170 (relating to income tax deduction for
charitable, etc., contributions and gifts),

(B) sections 2055 and 2106(a)(2) (relating to estate tax de-
duction for transfers of public, charitable, and religious
uses), or

(C) section 2522 (relating to gift tax deduction for chari-
table and similar gifts);

(2) subject to subsection (b), for purposes of any exemption
from, credit or refund of, or payment with respect to, an excise
tax imposed by—

(A) chapter 31 (relating to tax on special fuels),
(B) chapter 32 (relating to manufacturers excise taxes),
(C) subchapter B of chapter 33 (relating to communica-

tions excise tax), or
(D) subchapter D of chapter 36 (relating to tax on use of

certain highway vehicles);
(3) for purposes of section 164 (relating to deduction for

taxes);
(4) subject to subsection (c), for purpoes of section 103 (relat-

ing to interest on certain governmental obligations);
(5) for purposes of section 51 1(a)(2)(B) (relating to the tax-

ation of colleges and universities which are agencies or instru-
mentalities of governments or their political subdivisions);

(6) for purposes of—
((A) section 87(e)(9)(A) (relating to certain public retire-

ment systems),]
((B)] (A) section 41(c)(4) (defining State for purposes of

credit for contribution to candidates for public offices),
((C)] (B) section 117(b)(2XA) (relating to scholarships

and fellowship grants),
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((D)] (C) section 403(B)(1)(A)(ii) (relating to the taxation
of contributions of certain employers for employee annu-
ities); and

* * * * * * *

SECTION 3 OF THE ACT OF DECEMBER 29, 1981

AN ACT To Amend the Omnibus Reconciliation Act of 1981 to Restore Minimum
Benefits Under the Social Security Act

* * * * * * *

EXTENSION OF COVERAGE TO FIRST SIX MONTHS OF SICK PAY

SEC. 3. (a) * * *

* * * * * * *

(d)(1) The regulations prescribed under the last sentence of sec-
tion 3121(a) of the Internal Revenue Code of 1954, and the regula-
tions prescribed under subparagraph (D) of section 323 1(eX4) of
such Code, shall provide procedures under which, if (with respect to
any employee) the third party promptly—

(A) withholds the employee portion of the taxes involved,
(B) deposits such portion under section 6302 of such Code,

and
(C) notifies the employer of the amount of the wages or com-

pensation involved,
the employer (and not the third party) shall be liable for the em-
ployer portion of the taxes involved and for meeting the require-
ments of section 6051 of such Code (relating to receipts for employ-
ees) with respect to the wages or compensation involved.

(2) For purposes of paragraph (1)—
(A) the term "employer" means the employer for whom serv-

ices are normally rendered,
(B) the term "taxes involved" means, in the case of any em-

ployee, the taxes under chapters 21 and 22 which are payable
solely by reason of the parenthetical matter contained in sub-
paragraph (B) of section 3121(a)(2) of such Code, or solely by
reason of paragraph (4) of section 3231(e) of such Code, (and]

(C) the term "wages or compensation involved" means, in
the case of any employee, wages or compensation with respect
to which taxes described in subparagraph (B) and imposed(.],
and

(D) in the case of a multiemployer plan, to the extent pro-
vided in regulations prescribed under paragraph (1), such plan
shall be treated as the agent of the employers for whom services
are normally rendered.
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SECTION 602 OF THE FEDERAL SUPPLEMENTAL COMPENSATION ACT OF
1982

FEDERAL-STATE AGREEMENTS

SEC. 602. (a) * * *

* * * * * * *

(d) For purposes of any agreement under this subtitle—
(1) the amount of the Federal supplemental compensation

which shall be payable to any individual for any week of total
unemployment shall be equal to the amount of the regular
compensation (including dependents' allowances) payable to
him during his benefit year under the State law for a week of
total unemployment;

(2) the terms and conditions of the State law which apply to
claims for extended compensation and to the payment thereof
shall apply to claims for Federal supplemental compensation
and the payment thereof; except where inconsistent with the
provisions of this subtitle or with the regulations of the Secre-
tary promulgated to carry out this subtitle; and

(3) the maximum amount of Federal supplemental compensa-
tion payable to any individual for whom an account is estab-
lished under subsection (e) shall not exceed the lesser of (a) the
amount established in such account for such individual, or (b)
in the case of an individual filing a claim under the interstate
benefit payment plan for Federal supplemental compensation,
an amount equal to his average weekly benefit amount (as de-
termined for purposes of section 202(b)(1)(C) of the Federal-
State Extended Unemployment Compensation Act of 1970) for
his benefit year, multiplied by the number applicable under
[subsection (e)(2)(A)(ii)] subparagraph (A)(ii) or (C)(ii)(II) of
subsection (e)(2) in the State in which such individual is filing
such interstate claim under the interstate benefit payment
plan for the week in which he is filing such claim.

Solely for purposes of paragraph (2), the amendment made by sec-
tion 2404(a) of the Omnibus Budget Reconciliation Act of 1981 shall
be deemed to be in effect for all weeks beginning on or after Sep-
tember 12, 1982.

(e)(1) Any agreement under this subtitle with a State shall pro-
vide that the State will establish, for each eligible individual who
files an application for Federal supplemental compensation, a Fed-
eral supplemental compensation account with respect to Such indi-
vidual's benefit year.

[(2)(A) Except as otherwise provided in this paragraph, the
amount established in such account for any individual shall be
equal to the lesser of—

[(i) 65 per centum of the total amount of regular compensa-
tion (including dependents' allowances) payable to him with re-
spect to the benefit year (as determined under the State law)
on the basis of which he most recently received regular com-
pensation; or

[(ii) 8 times his average weeldy benefit amount (as deter-
mined for purposes of section 202(b)(1XC) of the Federal-State
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Extended Unemployment Compensation Act of 1970) for his
benefit year.

((B) In the case of any State, subparagraph (A) shall be ap-
plied—

((i) with respect to weeks during a higher unemployment
period, by substituting "16" for "8" in clause (ii) thereof;

((ii) with respect to weeks which are not during a higher un-
employment period and which are weeks beginning on or after
the first week of an extended benefit period (which was in
effect under the Federal-State Extended Unemployment Com-
pensation Act of 1970 for any week beginning on or after June
1, 1982, on or before the date of the enactment of the Highway
Revenue Act of 1982, and before the week for which the com-
pensation is paid), by substituting "14" for "8" in clause (ii)
thereof;

((iii) with respect to weeks during a high unemployment
period, or which would be weeks described in clause (ii) except
that the extended benefit period began after the date of enact-
ment of the Highway Revenue Act of 1982, by substituting
"12" for "8" in clause (ii) thereof; and

((iv) with respect to weeks during an intermediate unem-
ployment period, by substituting "10" for "8".

((C) For purposes of subparagraph (B), the term "higher un-
employment period" means, with respect to any State, the
period—

((i) which begins with the third week after the first week in
which the rate of insured unemployment in the State for the
period consisting of such week and the immediately preceding
12 weeks equals or exceeds 6.0 percent, and

((ii) which ends with the third week after the first week in
which the rate of insured unemployment in the State for the
period consisting of such week and the immediately preceding
12 weeks is less than 6.0 percent;

except that no higher unemployment period shall last for a period
of less than 4 weeks.

((D) For purposes of subparagraph (B), the term "high unem-
ployment period" means, with respect to any State, the period—

((i) which begins with the third week after the first week in
which the rate of insured unemployment in the State for the
period consisting of such week and the immediately preceding
12 weeks equals or exceeds 4.5 percent but is less than 6.0 per-
cent, and

((ii) which ends with the third week after the first week in
which the rate of insured unemployment in the State for the
period consisting of such week and the immediately preceding
12 weeks is less than 4.5 percent or equals or exceeds 6.0 per-
cent;

except that no high unemployment period shall last for a period of
less than 4 weeks unless such State enters a higher unemployment
period or a period described in subparagraph (BXii).

((E) For purposes of subparagraph (B), the term "intermediate
unemployment period" means with respect to any State, the
period—



357

[(i) which begins with the third week after the first week in
which the rate of insured unemployment in the state for the
period consisting of such week and the immediately preceding
12 weeks equals or exceeds 3.5 percent but is less than 4.5 per-
cent, and

[(ii) which ends with the third week after the first week in
which the rate of insured unemployment in the State for the
period consisting of such week and the immediately preceding
12 weeks is less than 3.5 percent or equals or exceeds 4.5 per-
cent;

except that no intermediate unemployment period shall last for a
period of less than 4 weeks unless such State enters a high unem-
ployment period, a higher unemployment period, or a period de-
scribed in subparagraph (B)(ii) or (iii).

[(F) For purposes of this subsection, the rate of insured unem-
ployment for any period shall be determined in the same manner
as determined for purposes of section 203 of the Federal-State Ex-
tended Unemployment Compansation Act of 1970.]

(2XA) In the case of any account from which Federal supplemen-
tal compensation was first payable to an individual for a week be-
ginning after March 1, 198, the amount established in such ac-
count shall be equal to the lesser of—

(i) 65 per centum of the total amount of regular compensation
(including dependent's allowances) payable to the individual
with respect to the benefit year (as determined under the State
law) on the basis of which he most recently received regular
compensation, or

(ii) the applicable limit determined under the following table
times his average weekly benefit amount for his benefit year.

The app!kabkIn the case of weeks during w Umit i6-percent period
145-percent period

4.5-percent period
118.S-percent period 10Low-unemployment period 8

(B) In the case of any account from which Federal supplemental
compensation was payable to an individual for a week beginning
before April 1, 198i', the amount established in such account shall
be equal to the lesser of the subparagraph (A) entitlement or the.
sum of—

(i) the subparagraph (A) entitlement reduced (but not below
zero) by the aggregate amount of Federal supplemental compen-
sation paid to such individual for weeks beginning before April
1, 198, plus

(ii) such individual's additional entitlement.
(C) For purposes of subparagraph (B) and this subparagraph—

(i) The term "subparagraph (A) entitlement" means the
amount which would have been established in the account if
subparagraph (A) had applied to such account.

(ii) The term "additional entitlement" means the lessor of—
(I) three-fourths of the subparagraph (A) entitlement, or
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(II) the applicable limit determined under the following
table times the individuals's average weekly benefit amount
for his benefit year.

The applicabk

In the case of weeks during w limit i&

6-percent period 10
5-percent period 8

4.5-percent period 8

£5-percent period 6
Low-employment period 6

(D) Except as provided in subparagraph (B)(i), for purposes of de-
termining the amount of Federal supplemental compensation pay-
able for weeks beginning after March 31, 1983, from an account de-
scribed in subparagraph (B), no reduction in such account shall be
made by reason of any Federal supplemental compensation paid to
the individual for weeks beginning before April 1, 1983.

(3XA) For purposes of this subsection, the terms "6 percent
period': "5 percent period': "4.5 percent period': "3.5 percent
period" and 'low unemployment period" mean, with respect to any
State, the period which—

(i) begins with the 3d week after the 1st week in which the
rate of insured unemployment in the State for the period con-
sisting of such week and the immediately preceding 12 weeks
falls in the applicable range, and

(ii) ends with the 3d week after the 1st week in which the
rate of insured unemployment for the period consisting of such
week and the immediately preceding 12 weeks does not fall
within the applicable range.

(B) For purposes of subparagraph (A), the applicable range is as
follows:
In the case of a: The applicable range is:

6-percent period A rate equal to or exceeding 6 percent
5-percent period A rate equal to or exceeding 5 percent

but less than 6 percent
4.5-percent period A rate equal to or exceeding 4.5 percent

but less than 5 percent
£5-percent period A rate equal to or exceeding £5 percent

but less than 4.5 percent
Low-employment period A rate less than £5 percent

(C) No 6-percent period, 5-percent period, 4.5-percent period, or 3.5-
percent period, as the case may be, shall last for a perwd of less
than 4 weeks unless the State enters a period with a higher percent-
age designation.

(D) For purpose of this subsection—
(i) The rate of insured unemployment for any perwd shall be

determined in the same manner as determined for purposes of
section 203 of the Federal-State Extended Unemployment Com-
pensation Act of 1970.

(ii) The amount of an individual's average weekly benefit
amount shall be determined in the same manner as determined
for purposes of section 202(bXl)(C) of such Act.

((3)](4) The amount of Federal supplemental compensation pay-
able to an eligible individual shall not exceed the amount in such
individual's account established under this subsection.

(5XA) Except as provided in subparagraph (B), the maxunurn
amount of Federal supplemental compensation payable to an nth-
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vidual shall not be reduced by reason of any trade readjustment al-
lowances to which the individual was entitled under the Trade Act
of 1974.

(B) If an individual received any trade readjustment allowance
under the Trade Act of 1974 in respect of any benefit year, the maxi-
mum amount of Federal supplemental compensation payable under
thth subtitle in respect of such benefit year shall be reduced (but not
below zero) so that (to the extent possible by making such a reduc-
tion) the aggregate amount of—

(i) regular compensation,
(ii) extended compensation,
(iii) trade readjustment allowances, and
(iv) Federal supplemental compensation,

payable in respect of such benefit year does not exceed the aggregate
amount which would have been so payable had the individual not
been entitled to any trade readjustment allowance.

* * * * * * *



VII. ADDITIONAL VIEWS OF HON. KENT HANCE

I supported the Committee bill and voted to report this legisla-
tion favorably to the full House of Representatives. Legislation is
badly needed to keep the Social Security system from going bank-
rupt and to alleviate the fears of our nation's elderly. The Chair-
man of the Subcommittee, Mr. Pickle, and the Chairman of the full
Committee, Mr. Rostenkowski, are to be commended for their
prompt and comprehensive action to address one of the most im-
portant problems facing our country today. That this legislation
was voted out of Committee by such a wide, bipartisan margin is a
tribute to their leadership.

My support of this bill in Committee was the result of assurances
that a floor amendment would be made in order that would solve
the long-term financial problems of Social Security without further
increases in the payroll tax. My reservations about the Committee
bill as reported relate primarily to the increases in the payroll tax
rates contained in this bill. The payroll tax is the most regressive
federal tax, and as such creates the greatest financial burden on
the low and middle income taxpayer. In addition, it creates a direct
disincentive for increased employment by our nation's businesses.

It is important that we as a nation take care of our elderly; how-
ever, we must not lose sight of our nation's low and middle income
working men and women. Over the past thirty years, the percent
of individual income paid in federal taxes has increased dramati-
cally. This increase, however, has been by far the greatest for low
and middle income families. The primary reason for this is the
rapid growth in the Social Security payroll tax over the years. The
payroll tax is inherently regressive because effective tax rates are
much higher for the poor than for the rich.

The group of working Americans most affected by this legislation
in the immediate future is the self-employed. On January 1, 1984,
the self-employed would experience a huge increase in the payroll
tax rate under this bill. While the Committee adopted an amend-
ment I offered that will reduce this burden for low and middle
income self-employed individuals, the tax increases proposed are
still substantial.

I intend to support the floor amendment which will address the
long-term problem of Social Security by gradually raising the re-
tirement age by one month a year for a 24-year period. The amend-
ment only reflects the current demographic reality in the U.S. In
1940 when the first Social Security benefit checks were paid out,
the average life expectancy was 62.9 years of age. By 1980, the
average life expectancy had increased by more than ten full years
to 73.8 years of age, and this upward trend will assuredly continue.

We should resist the "quick-fix" solution of raising the payroll
tax rate in the far distant future for subsequent generations to pay.
This approach will increase the tax burden on future working

(360)
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Americans and does not address the basic financial and demo-
graphic problems facing the Social Security system. The Committee
bill is an important, positive step toward addressing the Social Se-
curity problem, but it should be improved on the House floor.

KENT HANCE.



VIII. DISSENTING VIEWS OF THE HONORABLE BILL
ARCHER AND THE HONORABLE PHILIP M. CRANE

In the coming years, this Committee bill may be remembered
more for opportunities lost than for advantages gained in resolving
the precarious financial condition of the Social Security system.

Its greatest advantage is that of easing the 98th Congress around
the delicate problem of trust fund insolvency this summer. Beyond
that point, the bill holds little assurance of anything except higher
taxes, razor-thin margins of safety in trust fund levels in the near
term, and perpetual demands for the infusion of general revenues
into the system.

For the past two years, we have been in a position to make con-
structive reforms in Social Security to ensure its solvency and
credibility, both now and in the future. We could have responded to
the need long before now. All that was missing was the will of Con-
gress and its leadership. We repeatedly dodged the issue.

In 1981, when the Committee's Subcommittee on Social Security
was poised to produce a bipartisan bill, the House leadership
barred further progress. When the Administration offered its own
comprehensive solution, it was rejected out of hand, largely be-
cause of a single provision which could have been changed without
damaging the overall proposal. Congress did not want to deal with
Social Security.

Finally, to break the stalemate, the President established the Na-
tional Commission on Social Security Reform to study the issue
and make recommendations for reforms. We watched with growing
unrest as the Commission failed to come to grips with the problem.
Rather than fulfill the "reform" element of its task, the Commis-
sion ultimately allowed its recommendations to be dictated by po-
litical expediency. Instead of making recommendations based on a
collective understanding of how best to solve Social Security's fi-
nancial problems, the Commission based its recommendations on
what twelve of its members considered to be the politically conven-
ient way to approach the problems. As a result, the financial symp-
toms were dealt with, not the problems themselves. The choice was
made to close the funding gap almost exclusively with additional
revenues.

The fundamental structural deficiencies of Social Security were
not addressed. The Commission's recommendations, however, gave
Congress the opportunity it sought to avoid the politically difficult
task of facing that issue. We were spared the often uncomfortable
role of statesmen.

Had the Commission not submitted any specific recommenda-
tions we believe Congress could have, and would have, sought
structural reforms in the system. As it is, the recommendations en-
couraged Members of Congress to turn their backs on basic princi-

3621
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pies which so many of our coiieagues have espoused throughouttheir careers.
The fundamentai "earned right" concept has been shattered bythe introduction of a means test, in the method by which benefitsare taxed. The seif-sustaining principies of Sociai Security havebeen destroyed by the overwheiming use of generai revenues inthis biii. Any chance to return Sociai Security to its intended roieas a basic floor of protection to suppiement other retirement sav-ings has been iost.
One of the most offensive features of the Committee biii is thetaxation of benefits for individuais with $25,000 in total incomeand coupies with $32,000. The biii penalizes those who save, and re-wards those who do not. It penaiizes a disabied individual by taxinghis benefits if his spouse takes a job to heip pay for his speciaineeds, thus raising the famiiy income above the tax threshoid. Forsome individuais now at the earnings iimitation ievei, the combina-tion of taxes and ioss of benefits resuiting from additionai earningscouid actualiy exceed 100 percent of those earnings. This is a tern-bie disincentive for those who otherwise want to continue workingto suppiement their income.
There is a great inconsistency in a Congress which on the onehand encourages peopie to save for their retirement through mdi.viduai Retirement accounts and pension programs and on the otherhand reduces Sociai Security benefits for those who do.This provision radicaiiy aiters the fundamentai nature of thesystem br imposing a "means test." Even worse, this particuiarform of 'means test" vastiy overemphasizes the social adequacyfeatures of Social Security and reduces the individual equity eie-ment which is so essential to the credibiiity and popuiarity of thesystem.
The benefit formuia is aiready heavily weighted in favor of theiow wage earner. The tax on benefits further weakens the "earnedright" aspect—or insurance character—_of the program.A dangerous precedent is being set by transferring the proceedsof taxes on benefits from general revenues to the Social Securitytrust fund. Congress in the past has avoided earmarking revenuesfrom income taxes, in order to maintain flexibility in the use ofgeneral revenues. The earmarking contained in this biii couid beused as justification for earmarking revenues for a host of otherprograms in the future.
The bill further changes the nature of our Social Security systemby its use of general revenues—$70 biiion in the short term. Thisis an abrupt deviation from the discipiine of a seif-contajnedsystem, recognized even by Franklin Rooseveit as being essential inthe original design of the program. It is also a fiscaliy irresponsibiechange, given the projected deficits in the federal budget for theforeseeabie future.
The injection of general revenues, without any significant struc-tural reform to restrain the growth in benefit outiays, creates seri-ous questions regarding the abiiity of workers to sustain the systemin the future. The testimony of actuaries present at the Commit-tee's hearings project that OASDI and HI combined will requireover 32 percent of payroii to sustain benefits in the year 2030. Wecannot ignore the impact of that tax burden, combined with other
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federal, state and local taxes, on the working people of that era.
Unfortunately, the Committee bill does ignore that burden.

By relying upon general revenues (which can only come at this
point from increased federal borrowing) and new payroll taxes, the
Committee has squandered a historic opportunity to bring about
the structural changes which would provide greater assurance of
stability in the system for the future.

That stability, in our opinion, can come about only by altering
the basis structure of the program, by designing a system which re-
lates benefits more directly to taxes paid by an individual. In
return for the taxes we impose on the working people of this coun-
try, we owe it to them to provide realistic expectations of what
their taxes have earned in their own retirement years.

Another long-term deficiency in the bill is its failure to address
the demographic changes that are taking place, and the impact
that such changes will have on Social Security when the so-called
"baby boom" generation begins to retire after the year 2000. By not
recommending any increase in the retirement age, the bill ignores
(1) changing demographics, (2) the fact that Americans are living
longer, and (3) the fact that older workers will be in greater
demand in the future because of the declining worker/beneficiary
ratio.

The coverage provision in the Committee bill bringing newly
hired federal employees into the Social Security system is a step in
the right direction. We question, however, why employees of non-
profit organizations were treated more harshly in being denied the
same "newly hired" provision accorded federal workers.

Among those singled out for advese treatment by the bill are the
American small business men and women—those who operate the
corner drug stores, repair shops, laundries, groceries and all those
other little enterprises on whom our econony and personal lives
heavily depend. These are the people who will pay sharply higher
taxes into a system that will offer steadily lower expectations. The
adverse impact on employment will be severe—at the very time
when we are attempting to put Americans back to work. The very
survival of some struggling businesses will be placed in doubt by
this bill's speed-up of payroll tax incareaes, a net increase of 27
percent in taxes paid by many of the self-employed, and its tax-
ation of benefits themselves.

One aspect of the bill would be ludicrous if it were not so costly
and economically ill-advised. Under the heading of "fixed monthly
tax transfers," the bill establishes a series of borrowings from Trea-
sury's general fund. With the general Treasury in deficit, that obvi-
ously means Treasury will have to borrow the funds to accommo-
date the transfers. That in turn means additional crowding of the
marketplace to the detriment of interest rates and inflation.

In summary, our concern is that the bill fails to address squarely
the myriad problems which remain in place in the Social Security
system. The bill merely focuses on symptoms while allowing the
basic problems to continue to grow unchecked. This may have been
our last opportunity for reform of the system. The National Com-

mission failed to rise to the occasion.
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Congress is now poised to take the politically expedient way out
by merely endorsing the Commission's recommendations with vir-tually no change.

Make no mistake. The undersigned are totally committed to the
necessity of restoring solvency to the Social Security system upon
which so many Americans depend. We are not, however, willing to
abdicate our principles or responsibility for the sake of helping
Congress avoid its legislative role in this issue.

It is unfortunate that our desire to assure the solvency of Social
Security into the future cannot be matched by a confidence that
this bill accomplishes that goal.

Biu ARCHER.
* * * 'S * * *

PHIL CRANE.
* * * * * * *
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98TH CONGRESS
1ST SEssioN

[Report No. 98—25, Part I]

To assure the solvency of the Social Security Trust Funds, to reform the
medicare reimbursement of hospitals, to extend the Federal supplemental
compensation program, and for other purposes.

IN TIlE HOUSE OF REPRESENTATIVES

MARCH 3, 1983

Mr. ROSTENKOWSKI (for himself, Mr. PICKLE, and Mr. OONABLE) introduced the
following bill; which was referred to the Oommittee on Ways and Means

MARCH 4, 1983

Reported and referred to the Oommittee on Appropriations for a period not to
exceed 15 legislative days with instructions to report back to the House as
provided in section 401(b) of Public Law 93—344

A BILL
To assure the solvency of the Social Security Trust Funds, to

reform the medicare reimbursement of hospitals, to extend
the Federal supplemental compensation program, and for
other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,
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SHORT TITLE

2 SEcTIoN 1. This Act, with the following table of con-

3 tents, may be cited as the "Social Security Act Amendments

4 of 1983".

TABLE OF CONTENTS

Sec. 1. Short title.

TITLE I—PROVISIONS kFFECTING TIlE FINANCING OF TIIIE SOCIAL
SECURITY SYSTEM

PART A—COVERAGE

Sec. 101. Coverage of newly hired Federal employees.
Sec. 102. Coverage of employees of nonprofit organizations.
Sec. 103. Duration of agreements for coverage of State and local employees.

PART B—COMPUTATION OF BENEFIT AMOUNTS

Sec. 111. Shift of cost-of-living adjustments to calendar year basis.
Sec. 112. Cost-of-living increases to be based on either wages or prices (whichever

is lower) when balance in OASDI trust funds falls below specified
level.

Sec. 113. Elimination of windfall benefits for individuals receiving pensions from

noncovered employment.
Sec. 114. Increase in old-age insurance benefit amounts on account of delayed re-

tirement.

PART C—REVENUE PROVISIONS

Sec. 121. Taxation of social security and railroad retirement benefits.
Sec. 122. Credit for the elderly and the permanently and totally disabled.
Sec. 123. Acceleration of increases in FICA taxes; 1984 employee tax credit.
Sec. 124. Taxes on self-employment income; credit against such taxes.
Sec. 125. Allocations to disability insurance trust fund.

PART D—BENEFITS FOR CERTAIN SURVIVING, DIVORCED, AND DISABLED

SPOUSES

Sec. 131. Benefits for surviving divorced spouses and disabled widows and widow-

ers who remarry.
Sec. 132. Entitlement to divorced spouse's benefits before entitlement of insured in-

dividual to benefits; exemption of divorced spouse's benefits from
deduction on account of work.

Sec. 133. Indexing of deferred surviving spouse's benefits to recent wage levels.

Sec. 134. Limitation on benefit reduction for early retirement in case of disabled

widows and widowers.

PART E—MECHANISMS TO ASSURE CONTINUED BENEFIT PAYMENTS IN
UNEXPECTEDLY ADVERSE CONDITIONS

Sec. 141. Normalized crediting of social security taxes to trust funds.
Sec. 142. Interfund borrowing extension.
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Sec. 143. Recommendations by Board of Trustees to remedy inadequate balances
in the Social Security Trust Funds.

PART F—OTHER FINANCING AMENDMENTS

Sec. 151. Financing of noncontributory military wage credits.
Sec. 152. Accounting for certain unnegotiated checks for beiiefits under the social

security program.

TITLE 11—ADDITIONAL PROVISIONS RELATING TO LONG-TERM
FINANCING OF THE SOCIAl SECuRITY SYSTEM

Sec. 201. Adjustments in OASDI benefit formula.
Sec. 202. Adjustments in OASDI tax rates.

TITLE rn—MISCELLANEOUS AND TECI{NTCAL PROVISIONS

PART A—CASH MANAGEMENT

Sec. 301. Float periods.
Sec. 302. Interest on late State deposits.
Sec. 303. Trust fund investment procedures.
Sec. 304. Budgetary treatment of trust fund operations.

PART B—ELIMINATION OF GENDER-BASED DISTINCTIONS

Sec. 311. Divorced husbands.
Sec. 312. Remarriage of surviving spouse before age of eligibility.
Sec. 313. Illegitimate children.
Sec. 314. Transitional insured status.
Sec. 315. Equalization of benefits under section 228.
Sec. 316. Father's insurance benefits.
Sec. 317. Effect of marriage on childhood disability benefits and on other depend-

eiits' or survivors' benefits.
Sec. 318. Credit for certain military service.
Sec. 319. Conforming amendments.
Sec. 320. Effective date of part B.

PART C—COVERAGE

Sec. 321. Coverage of employees of foreign affiliates of American employers.
Sec. 322. Extension of coverage by international social security agreement.
Sec. 323. Treatment of certain service performed outside the United States.
Sec. 324. Treatment of pay after age 62 as wages.
Sec. 325. Treatment of contributions under simplified employee pensions.
Sec. 326. Effect of changes in names of State and local employee groups in Utah.
Sec. 327. Effective dates of international social security agreements.
Sec. 328. Technical correction with respect to withholding of sick pay of partici-

pants in multiemployer plans.
Sec. 329. Amount received under certain deferred compensation and salary reduc-

tion arrangements treated as wages for FICA taxes.
Sec. 330. Codification of Rowan decision with respect to meals and lodging.

PART D—OTHER AMENDMENTS

Sec. 331. Technical and conforming amendments to maximum family benefit provi-
sions.

Sec. 332. Reduction from 72 to 70 of age beyond which no delayed retirement
credits can be earned.
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Sec. 333. Relaxation of insured status requirements for certain workers previously
entitled to a peripd of disability.

Sec. 334. Protection of benefits of illegitimate children of disabled beneficiaries.
Sec. 335. One-month retroactivity of widow's and widower's insurance benefits.
Sec. 336. Nonassignability of benefits.
Sec. 337. Use of death certificates to prevent erroneous benefit payments to de-

ceased individuals.
Sec. 338. Public pension offset.
Sec. 339. Study concerning the establishment of the Social Security Administration

as an independent agency.
Sec. 340. Conforming changes in medicare premium provisions to reflect changes in

the cost-of-living benefit adjustments.

TITLE IV—SUPPLEMENTAJ SECURITY INCOME BENEFITS

Sec. 401. Increase in Federal SSI benefit standard.
Sec. 402. Adjustments in Federal SSI pass-through provisions.
Sec. 403. SSI Eligibilit5r for temporary residents of emergency shelters for the

homeless.
Sec. 404. Disregarding of emergency and other in-kind assistance provided by non-

profit organizations.

TITLE V—UNEMPLOYMENT COMPENSATION PROVISIONS

SUBTITLE A—FEDERAL SUPPLEMENTAL COMPENSATION

Sec. 501. Extension of program.
Sec. 502. Number of weeks for which compensation payable.
Sec. 503. Coordination with trade readjustment program.
Sec. 504. Effective date.

SUBTITLE B—MISCELLANEOUS PROVISIONS

Sec. 511. Voluntary health insurance programs permitted.
Sec. 512. Treatment of certain organizations retroactively determined to be de-

scribed in section 501(c)(3) of the Internal Revenue Code of 1954.

TITLE VT—PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES

Sec. 601. Medicare payments for inpatient hospital services on the basis of prospec-
tive rates.

Sec. 602. Conforming amendments.
Sec. 603. Reports, experiments and demonstration projects, and intent of Congress

respecting new capital expenditures.
Sec. 604. Effective dates.
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1 TITLE I—PROVISIONS AFFECTING
2 THE FINANCING OF THE
3 SOCIAL SECURITY SYSTEM
4 PART A—COVERAGE

5 COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

6 SEC. 101. (a)(1) Section 210(a) of the Social Security

7 Act is amended by striking out paragraphs (5) and (6) and

8 inserting in lieu thereof the following:

9 "(5) Service performed in the employ of the

10 United States or any instrumentality of the United

11 States, if such service—

12 "(A) would be excluded from the term 'em-

13 ployment' for purposes of this title if the provi-

14 sions of paragraphs (5) and (6) of this subsection

15 as in effect in January 1983 had remained in
16 effect, and

17 "(B) is performed by an individual who (i)

18 has been continuously in the employ of the United

19 States or an instrumentality thereof since Decem-

20 ber 31, 1983 (and for this purpose an individual

21 who returns to the performance of such service
22 after being separated therefrom following a previ-

23 ous period of such service shall nevertheless be

24 considered upon such return as having been con-

25 tinuously in the employ of the United States or an
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1 instrumentality thereof, regardless of whether the

2 period of such separation began before or after

3 December 31, 1983, if the period of such separa-

4 tion does not exceed 365 consecutive days), or (ii)

5 is receiving an annuity from the Civil Service Re-

6 tirement and Disability Fund, or benefits (for

7 service as an employee) under another retirement

8 system established by a law of the United States

9 for employees of the Federal Government or

10 members of the uniformed services;

11 except that this paragraph shall not apply with respect

12 to—

13 "(i) service performed as the President or

14 Vice President of the United States,

15 "(ii) service performed—

16 "(I) in a position placed in the Execu-

17 tive Schedule under sections 5312 through

18 5317 of title 5, United States Code,

19 "(II) as a noncareer appointee in the

20 Senior Executive Service or a noncareer

21 member of the Senior Foreign Service, or

22 "(III) in a position to which the individ-

23 ual is appointed by the President (or his des-

24 ignee) or the Vice President under section

25 105(a)(1), 106(a)(1), or 107 (a)(1) or (b)(1) of
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1 title 3, United States Oode, if the maximum

2 rate of basic pay for such position is at or

3 above the rate for level V of the Executive

4 Schedule,

5 "(iii) service performed as the Ohief Justice

6 of the United States, an Associate Justice of the

7 Supreme Oourt, a judge of a United States Dis-

8 trict Oourt (including the district court of a tern-

9 tory), a judge of the United States Claims Oourt,

10 a judge of the United States Oourt of Internation-

11 al Trade, a judge of the United States Tax Oourt,

12 a United States magistrate, or a referee in bank-

13 ruptcy or United States bankruptcy judge,

14 "(iv) service performed as a Member, Dele-

15 gate, or Resident Oommissioner of or to the Oon-

16 gress, or

17 "(v) any other service in the legislative

18 branch of the Federal Government if such service

19 is performed by an individual who, on December

20 31, 1983, is not subject to subchapter Ill of

21 chapter 83 of title 5, United States Oode;

22 "(6) Service performed in the employ of the

23 United States or any instrumentality of the United

24 States if such service is performed—
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1 "(A) in a penal institution of the United

2 States by an inmate thereof;

3 "(B) by any individual as an employee in-

4 eluded under section 5351(2) of title 5, United

5 States Code (relating to certain interns, student

6 nurses, and other student employees of hospitals

7 of the Federal Government), other than as a

8 medical or dental intern or a medical or dental

9 resident in training; or

10 "(C) by any individual as an employee serv-

11 ing on a temporary basis in case of fire, storm,

12 earthquake, flood, or other similar emergency;".

13 (2) Section 210(p) of such Act is amended by striking

14 out "provisions of—" and all that follows and inserting in

15 lieu thereof "provisions of subsection (a)(5).".

16 (b)(1) Section 3121(b) of the Internal Revenue Code of

17 1954 is amended by striking out paragraphs (5) and (6) and

18 inserting in lieu thereof the following:

19 "(5) service performed in the employ of the

20 United States or any instrumentality of the United

21 States, if such service—

22 "(A) would be excluded from the term 'em-

23 ployment' for purposes of this title if the provi-

24 sions of paragraphs (5) and (6) of this subsection
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1 as in effect in January 1983 had remained in

2 effect, and

3 "(B) is performed by an individual who (i)

4 has been continuously in the employ of the United

5 States or an instrumentality thereof since Decem-

6 ber 31, 1983 (and for this purpose an individual

7 who returns to the performance of such service

8 after being separated therefrom following a previ-

9 ous period of such service shall nevertheless be

10 considered upon such return as having been con-

11 tinuously in the employ of the United States or an

12 instrumentality thereof, regardless of whether the

13 period of such separation began before or after

14 December 31, 1983, if the period of such separa-

15 tion does not exceed 365 consecutive days), or (ii)

16 is receving an annuity from the Civil Service Re-

17 tirement and Disability Fund, or benefits (for

18 service as an employee) under another retirement

19 system established by law of the United States for

20 employees of the Federal Government or mem-

21 bers of the uniformed services;

22 except that this paragraph shall not apply with respect

23 to—

24 "(i) service performed as the President or
25 Vice President of the United States,
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1 (ii) service performed—

2 "U) in a position placed in the Execu-

3 tive Schedule under Sections 5312 through

4 5317 of title 5, United States Code.

5 "(II) as a noncareer appointee in the

6 Senior Executive Service or a noncareer

7 member of the Senior Foreign Service, or

8 "(III) in a position to which the individ-

9 ual is appointed by the President (or his des-

10 ignee) or the Vice President under section

11 105(a)(1), 106(a)(1), or 107 (a)(1) or (b)(1) of

12 title 3, United States Code, if the maximum

13 rate of basic pay for such position is at or

14 above the rate for level V of the Executive

15 Schedule,

16 "(iii) service performed as the Chief Justice

17 of the United States, an Associate Justice of the

18 Supreme Court, a judge of a United States court

19 of appeals, a judge of a United States district

20 court (including the district court of a territory), a

21 judge of the United States Claims Court, a judge

22 of the United States Court of International Trade,

23 a judge of the United States Tax Court, a United

24 States magistrate, or a referee in bankruptcy or

25 United States bankruptcy judge,
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1 "(iv) service performed as a Member, Dele-

2 gate, or Resident Commissioner of or to the Con-

3 gress, or

4 "(v) any other service in the legislative

5 branch of the Federal O-overnment if such service

6 is performed by an individual who, on December

7 31, 1983, is not subject to subchapter III of

8 chapter 83 of title 5, United States Code;

9 "(6) service performed in the employ of the

10 United States or any instrumentality of the United

11 States if such service is performed—

12 "(A) in a penal institution of the United

13 States by an inmate thereof;

14 "(B) by any individual as an employee in-

15 cluded under section 5351(2) of title 5, United

16 States Code (relating to certain interns, student

17 nurses, and other student employees of hospitals

18 of the Federal Government), other than as a

19 medical or dental intern or a medical or dental

20 resident in training; or

21 "(C) by any individual as an employee serv-

22 ing on a temporary basis in case of fire, storm,

23 earthquake, flood, or other similar emergency;".

24 (2) Section 3121(u)(1) of such Code is amended to read

25 as follows:
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1 "(1) IN GENERAL.—For purposes of the taxes im-

2 posed by sections 3101(b) and 3111(b), subsection (b)

3 shall be applied without regard to paragraph (5) there-

4 of.".

5 (c)(1) Section 209 of the Social Security Act is amended

6 by adding at the end thereof the following new paragraph:

7 "For purposes of this title, in the case of an individual

8 performing service under the provisions of section 294 of title

9 28, United States Code (relating to assignment of retired jus-

10 tices and judges to active duty), the term 'wages' shall, sub-

11 ject to the provisions of subsection (a) of this section, include

12 any payment under section 371(b) of such title 28 which is

13 received during the period of such service.".

14 (2) Section 3121(i) of the Internal Revenue Code of

15 1954 (relating to computation of wages in certain cases) is

16 amended by adding at the end thereof the following new

17 paragraph:

18 "(5) SERVICE PERFORMED BY CERTAIN RETIRED

19 JUSTICES AND JUDGES.—For purposes of this chapter,

20 in the case of an inthvidual performing service under

21 the provisions of section 294 of title 28, United States

22 Code (relating to assignment of retired justices and

23 judges to active duty), the term. 'wages' shall, subject

24 to the provisions of subsection (a)(1) of this section, in-

25 dude any payment under section 371(b) of such title
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1 28 which is received during the period of such serv-

2 ice.".

3 (d) The amendments made by this section shall be effec-

4 tive with respect to remuneration paid after December 31,

5 1983.

6 COVERAGE OF EMPLOYEES OF NONPROFIT

7 ORGANIZATIONS

8 SEC. 102. (a) Section 210(a)(8) of the Social Security

9 Act is amended—

10 (1) by striking out "(A)" immediately after "(8)";

11 (2) by striking out "subparagraph" where it first

12 appears and inserting in lieu thereof "paragraph"; and

13 (3) by striking out subparagraph (B).

14 (b)(1) Section 3121(b)(8) of the Internal Revenue Code

15 of 1954 is amended—

16 (A) by striking out "(A)" immediately after "(8)";

17 (B) by striking out "subparagraph" where it first

18 appears and inserting in lieu thereof "paragraph"; and

19 (C) by striking out subparagraph (B).

20 (2) Section 312 1(k) of such Code is repealed.

21 (3) Section 3121(r) of such Code is amended—

22 (A) by striking out "subsection (b)(8)(A)" and

23 "section 210(a)(8)(A)" in paragraph (3) and inserting in

24 lieu thereof "subsection (b)(8)" and "section 210(a)(8)",

25 respectively; and
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1 (B) by striking out paragraph (4).

2 (c) The amendments made by the preceding provisions

3 of this section shall be effective with respect to service per-

4 formed after December 31, 1983 (but the provisions of sec-

5 tions 2 and 3 of Public Law 94—563 and section 312(c) of

6 Public Law 95—216 shall continue in effect, to the extent

7 applicable, as though such amendments had not been made).

8 (d) The period for which a certificate is in effect under

9 section 3121(k) of the Internal Revenue Code of 1954 may

10 not be terminated under paragraph (1)(D) or (2) thereof on or

11 after March 31; but no such certificate shall be effective with

12 respect to any service to which the amendments made by this

13 section apply.

14 (e)(1) If any individual—

15 (A) on January 1, 1984, is age 55 or over, and is

16 an employee of an organization described in section

17 210(a)(8)(B) of the Social Security Act (A) which does

18 not have in effect (on that date) a waiver certificate

19 under section 3121(k) of the Internal Revenue Code of

20 1954 and (B) to the employees of which social security

21 coverage is extended on January 1, 1984, solely by

22 reason of the enactment of this section, and

23 (B) after January 1, 1984, acquires the number of

24 quarters of coverage (within the meaning of section
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1 213 of the Social Security Act) which is required for

2 purposes of this subparagraph under paragraph (2),

3 then such individual shall be deemed to be a fully insured

4 individual (as defined in section 214 of the Social Security

5 Act) for all of the purposes of title II of such Act.

6 (2) The number of quarters of coverage which is re-

7 quired for purposes of subparagraph (B) of paragraph (1) shall

8 be determined as follows:
The number of quarters of

In the case of an individual who on coverage so required
January 1, 1984, is— shall be—

age 80 or over 8

age 59 or over but less than age 80 8

age 58 or over but less than age 59 12

age 57 or over hut kss than age 5 16

age 55 or over but less than age 57 2'i.

9 U) Effective for cost reporting periods beginning mi or

10 after October 1, 1982, paragraph (6) of section 1886(b) of the

11 Social Security Act is repealed.

12 DURATION OF AGREEMENTS FOR COVERAGE OF STATE

13 AND LOCAL EMPLOYEES

14 SEc.. 103. (a) Section 218(g) of the Social Security Act

15 is amended to read as follows:

1 "Duration of Agreement

17 "(g) No agreement under this section my be terminat-

18 ed, either in its entirety or with respect to any coverage

19 group, on or after the date of the enactment of the Social

20 Security Act Amendments of 1983.".

21 (b) The amendment made by subsection (a) shall apply

22 to any agreement in effect under section 218 of the Social
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1 Security Act on the date of the enactment of this Act, with-

2 out regard to whether a notice of termination is in effect on

3 such date, and to any agreement or modification thereof

4 which may become effective under such section 218 after

5 that date.

6 PART B—COMPUTATION OF BENEFIT AMOUNTS

7 SHIFT OF COST-OF-LIVING ADJUSTMENTS TO CALENDAR

8 YEAR BASIS

9 SEC. 111. (a)(1) Section 215(i)(1)(A) of the Social Secu-

10 rity Act is amended by striking out "the calendar quarter

11 ending on March 31 in each year after 1974" and inserting in

12 lieu thereof "the calendar quarter ending on September 30 in

13 each year after 1982".

14 (2) Section 215(i)(2)(A)(ii) of such Act is amended by

15 striking out "June" and inserting in lieu thereof "Decem-

16 ber".

17 (3) Section 215(i)(2)(A)(iii) of such Act is amended by

18 striking out "May" and inserting in lieu thereof "November".

19 (4) Section 215(i)(2)(B) of such Act is amended by strik-

20 ing out "May" each place it appears and inserting in lieu

21 thereof "November".

22 (b)(1) Section 215(i)(4) of such Act is amended by insert-

23 ing ", as modified by the application of the amendments

24 made by section 111(b)(2) of the Social Security Act Amend-
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1 ments of 1983," after "as in effect in December 1978"

2 where it first appears.

3 (2) Section 2 15(i) of such Act as in effect in December

4 1978, and as applied in certain cases under the provisions of

5 such Act as in effect after December 1978, is amended—

6 (A) by striking out "March 31 in each year after

7 1974" in paragraph (1)(A) and inserting in lieu thereof

8 "September 30 in each year after 1982";

9 (B) by striking out "June" in paragraph (2)(A)(ii)

10 and inserting in lieu thereof "December"; and

11 (0) by striking out "May" each place it appears in

12 paragraph (2)(B) and inserting in lieu thereof "Novem-

13 ber".

14 (c)(1) Section 203(f)(8)(A) of such Act is amended by

15 striking out "June" and inserting in lieu thereof "Decem-

16 ber".

17 (2) Section 230(a) of such Act is amended by striking

18 out "June" and inserting in lieu thereof "December".

19 (3) Section 202(m) of such Act (as it applies in certain

20 cases by reason of section 2 of Public Law 97-123) is amend-

21 ed by striking out "May" and inserting in lieu thereof "No-

22 vember".

23 (d) The amendments made by this section shall apply

24 with respect to cost-of-living increases determined under see-
25 tion 215(i) of the Social Security Act for years after 1982;
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1 except that the amendments made by subsections (a)(1) and

2 (b)(2)(A) shall apply only with respect to cost-of-living in-

3 creases determined under such section 2 15(i) for years after

4 1983.

5 (e) Notwithstanding any provision to the contrary in

6 section 215(i) of the Social Security Act, the "base quarter"

7 (as defined in paragraph (1)(A)(i) of such section) ii the calen-

8 dar year 1983 shall be a "cost-of-living computation quarter"

9 within the meaning of paragraph (1)(B) of such section (and

10 shall be deemed to have been determined by the Secretary of

11 Health and Human Services to be a "cost-of-living computa-

12 tion quarter" under paragraph (2)(A) of such section) for all

13 of the purposes of such Act as amended by this section and

14 by other provisions of this Act, without regard to the extent

15 by which the Consumer Price Index has increased since the

16 last prior cost-of-living computation quarter which was estab-

17 lished under such paragraph (1)(B).

18 COST-OF-LIVING INCREASES TO BE BASED ON EITHER

19 WAGES OR PRICES (WHICHEVER IS LOWER) WHEN

20 BALANCE IN OASDI TRUST FUNDS FALLS BELOW

21 SPECIFIED LEVEL

22 SEC. 112. (a) Section 215(i)(1) of the Social Security

23 Act is amended—

24 (1) by striking out "in which" in subparagraph (B)

25 and all that follows down through the first semicolon in
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1 such subparagraph and inserting in lieu thereof "with

2 respect to which the applicable increase percentage is

3 3 percent or more;";

4 (2) by striking out "and" at the end of subpara-

5 graph (B);

(3 (3) by redesignating subparagraph (C) as subpara-

7 graph UI); and

8 (4) by inserting after subparagraph (B) the follow-

9 ing new subparagraphs:

10 "(C) the term 'applicable increase percentage'

11 means—

12 "(i) with respect to a base quarter or cost-of-

13 living computation quarter in any calendar year

14 before 1988, or in any calendar year after 1987

15 for which the OASDI fund ratio is 20.0 percent

16 or more, the CPI increase percentage; and

17 "(ii) with respect to a base quarter or cost-

18 of-living computation quarter in any calendar year

19 after 1987 for which the OASDI fund ratio is less

20 than 20.0 percent, the CPI increase percentage

21 or the wage increase percentage, whichever (with

22 respect to that quarter) is the lower;

23 "(D) the term 'CPI increase percentage', with re-

24 spect to a base quarter or cost-of-living computation

25 quarter in any calendar year, means the percentage
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1 (rounded to the nearest one-tenth of 1 percent) by

2 which the Consumer Price Index for that quarter ex-

3 ceeds such index for the most recent prior calendar

4 quarter which was a base quarter under subpararaph

5 (A)(ii) or, if later, the most recent cost-of-living compu-

6 tation quarter under subparagraph (B);

7 "(E) the term 'wage increase percentage', with

8 respect to a base quarter or cost-of-living computation

9 quarter in a.ny calendar year, means the percentage

10 (rounded to the nearest one-tenth of 1 percent) by

11 which the SSA average wage index for the year imme-

12 diately preceding such calendar year exceeds such

13 index for the year immediately preceding the most

14 recent prior calendar yea.r which included a base quar-

15 ter under subparagraph (A)(ii) or, if later, which includ-

16 ed a cost-of-living computation quarter;

17 "(F) the term 'OASDI fund ratio', with respect to

18 any calendar year, means the ratio of—

19 "(i) the combined balance in the Federal Old-

20 Age and Survivors Insurance Trust Fund and the

21 Federal Disability Insurance Trust Fund, reduced

22 by the outstanding amount of any loan (including

23 interest thereon) theretofore made to either such

24 Fund from the Federal Hospital Insurance Trust
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1 Fund under section 201(1), as of the beginning of

2 such year, to

3 "(ii) the total amount which (as estimated by

4 the Secretary) will be paid from the Federal Old-

5 Age and Survivors Insurance Trust Fund and the

6 Federal Disability Insurance Trust Fund during

7 such calendar year for all purposes authorized by

8 section 201 (other than payments of interest on,

9 or repayments of, loans from the Federal hospital

10 Insurance Trust Fund under section 201(1)), but

11 excluding any transfer payments between such

12 trust funds and reducing the amount of any trans-

13 fers to the Railroad Retirement Account by the

14 amount of any transfers into either such trust fund

15 from that Account;

16 "(G) the term 'SSA average wage index', with

17 respect to any calendar year, means the average of the

18 total wages reported to the Secretary of the Treasury

19 or his delegate for the preceding calendar year as de-

20 termined for purposes of subsection (b)(3)(A)(ii); and".

21 (b) Section 215(i)(2)(A)(ii) of such Act is amended by

22 striking out "by the same percentage" and all that follows

23 down through the semicolon, in the sentence immediately fol-

24 lowing subdivision Ull), and inserting in lieu thereof "by the

25 applicable increase percentage;".
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1 (c) Section 2 15(i) of such Act is further amended by

2 adding at the end thereof the following new paragraph:

3 "(5)(A) If—

4 "(i) with respect to any calendar year the 'appli-

5 cable increase percentage' was determined under

6 clause (ii) of paragraph (1)(C) rather than under clause

7 (i) of such paragraph, and the increase becoming effec-

8 tive under paragraph (2) in such year was accordingly

9 determined on the basis of the wage increase percent-

10 age rather than the OPT increase percentage (or there

11 was no such increase becoming effective under para-

12 graph (2) in that year because the wage increase per-

13 centage was less than 3 percent), and

14 "(ii) for any subsequent calendar year in which an

15 increase under paragraph (2) becomes effective the

16 OASDI fund ratio is greater than 32.0 percent,

17 then each of the amounts described in subdivisions (I), (II),

18 and (III) of paragraph (2)(A)(ii), as increased under para-

19 graph (2) effective with the month of December in such sub-

20 sequent calendar year, shall be further increased (effective

21 with such month) by an additional percentage, which shall be

22 determined under subparagraph (B) and shall apply as pro-

23 vided in subparagraph (0).

24 "(B) The applicable additional percentage by which the

25 amounts described in subdivisions (I), (IT), and (Ill) of para-
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1 graph (2)(A)(ii) are to be further increased under subpara-

2 graph (A) in the subsequent calendar year involved shall be

3 the difference between—

4 "(i) the compounded percentage benefit increases

5 that would have been paid if all increases under para-

6 graph (2) had been made on the basis of the OPT in-

7 crease percentage, and

8 "(ii) the compounded percentage benefit increases

9 that were actually paid under paragraph (2) and this

10 paragraph,

11 with such increases being measured—

12 "(iii) in the case of amounts described in subdivi-

13 sion (I) of paragraph (2)(A)(ii), over the period begin-

14 ning with the calendar year in which the individual

15 first became entitled to monthly benefits described in

16 such subdivision and ending with such subsequent cal-

17 endar year, and

18 "(iv) in the case of amounts described in subdivi-

19 sions (II) and fill) of paragraph (2)(A)(ii), over the

20 period beginning with the calendar year in which the

21 individual whose primary insurance amount is in-

22 creased under, such subdivision (II) initially became eli-

23 gible for an old-age or disability insurance benefit, or

24 died before becoming so eligible, and ending with such

25 subsequent calendar year;
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1 except that if the Secretary determines in any case that the

2 application (in accordance with subparagraph (C)) of the adcli-

3 tional percentage as computed under the preceding provisions

4 of this subparagraph would cause the OASDI fund ratio to

5 fall below 32.0 percent in the calendar year immediately fol-

6 lowing such subsequent year, he shall reduce such applicable

7 additional percentage to the extent necessary to ensure that

8 the OASDI fund ratio will remain at or above 32.0 percent

9 through the end of such following year.

10 "(C) Any applicable additional percentage increase in an

11 amount described in subdivision (I), (II), or (III) of paragraph

12 (2)(A)(ii), made under this paragraph in any calendar year,

13 shall thereafter be treated for all the purposes of this Act as a

14 part of the increase made in such amount under paragraph (2)

15 for that year.".

16 (d)(1) Section 215(i)(2)(C) of such Act is amended by

17 adding at the end thereof the following new clause:

18 "(iii) The Secretary shall determine and promulgate the

19 OASDI fund ratio and the SSA wage index for each calendar

20 year before November 1 of that year, based upon the most

21 recent data then available, and shall include a statement of

22 such fund ratio and wage index (and of the effect such ratio

23 and the level of such index may have upon benefit increases

24 under this subsection) in any notification made under clause
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1 (ii) and any determination published under subparagraph

2 (D).".

3 (2) Section 215(i)(4) of such Act (as amended by section

4 111(b)(1) of this Act) is further amended.by striking out "sec-

5 tion 11 1(b)(2)" and inserting in lieu thereof "sections

6 111(b)(2) and 112".

7 (e) The amendments made by the preceding provisions

8 of this section shall apply with respect to monthly benefits

9 under title II of the Social Security Act for months after

10 December 1987.

11 (f) Notwithstanding anything to the contrary in section

12 215(i)(1)(F) of the Social Security Act (as added by subsec-

13 tion (a)(4) of this section), the combined balance in the Trust

14 Funds which is to be used in determining the "OASDI fund

15 ratio" with respect to the calendar year 1988 under such

16 section shall be the estimated combined balance in such

17 Funds as of the close of that year (rather than as of its begin-

18 ning).

19 ELIMINATION OF WINDFALL BENEFITS FOR INDIVIDUALS

20 RECEIVING PENSIONS FROM NONCOVERED EMPLOYMENT

21 SEC. 113. (a) Section 215(a) of the Social Security Act

22 is amended by adding at the end thereof the following new

23 paragraph:
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1 "(7)(A) In the case of an individual whose primary in-

2 surance amount would be computed under paragraph (1) of

3 this subsection, who—

4 "(i) attains age 62 after 1985 (except where he or

5 she became entitled to a disability insurance benefit

6 before 1986 and remained so entitled in any of the 12

7 months immediately preceding his or her attainment of

8 age 62), or

9 "(ii) would attain age 62 after 1985 and becomes

10 entitled to a disability insurance benefit after 1985,

11 and who is entitled to a monthly periodic payment (including

12 a payment determined under subparagraph (0)) based in

13 whole or in part upon his or her earnings for service which

14 did not constitute 'employment' as defined in section 210 for

15 purposes of this title (hereafter in this paragraph and in sub-

16 section (d)(5) referred to as 'noncovered service'), the primary

17 insurance amount of that individual during his or her concur-

18 rent entitlement to such monthly periodic payment and to

19 old-age or disability insurance benefits shall be computed or

20 recomputed under subparagraph (B) with respect to the mi-

21 tial month in which the individual becomes eligible for such

22 benefits. Notwithstanding the preceding sentence, in no case

23 shall the primary insurance amount of an insured individual

24 be computed or recomputed under this paragraph if the

25 monthly periodic payment to which such individual is entitled
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1 is based in whole or in part on earnings derived from the

2 performance of service as an employee of the United States,

3 or of an instrumentality of the United States, before 1971,

4 and such service constituted 'employment' as defined in sec-

5 tion 2 10(a).

6 "(B) If paragraph (1) of this subsection would apply to

7 such an individual (except for subparagraph (A) of this para-

8 graph), there shall first be computed an amount equal to the

9 individual's primary insurance amount under the preceding

10 paragraphs of this subsection, except that for purposes of

11 such computation the percentage of the individual's average

12 indexed monthly earnings established by subparagraph (A)(i)

13 of paragraph (1) shall be 61 percent. There shall then be

14 computed (without regard to this paragraph) a second

15 amount, which shall be equal to the individual's primary in-

16 surance amount under the preceding paragraphs of this sub-

17 section, except that such second amount shall be reduced by

18 an amount equal to one-half of the portion of the monthly

19 periodic payment which is attributable to noncovered service

20 (with such attribution being based on the proportionate

21 number of years of noncovered service) and to which the mdi-

22 vidual is entitled (or is deemed to be entitled) for the initial

23 month of his or her eligibility for old-age or disability insur-

24 ance benefits. The individual's primary insurance amount

25 shall be the larger of the two amounts computed under this
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1 subparagraph (before the application of subsection (i)) and

2 shall be deemed to be computed under paragraph (1) of this

3 subsection for the purpose of applying other provisions of this

4 title.

5 "(C)(i) Any periodic payment which otherwise meets the

6 requirements of subparagraph (A), but which is paid on other

7 than a monthly basis, shall be allocated on a basis equivalent

8 to a monthly payment (as determined by the Secretary), and

9 such equivalent monthly payment shall constitute a monthly

10 periodic payment for purposes of this paragraph.

11 "(ii) In the case of an individual who has elected to

12 receive a periodic payment that has been reduced so as to

13 provide a survivors benefit to any other individual, the pay-

14 ment shall be deemed to be increased (for purposes of any

15 computation under this paragraph or subsection (d)(5)) by the

16 amount of such reduction.

17 "(iii) If an individual to whom subparagraph (A) applies

18 is eligible for a periodic payment beginning with a month that

19 is subsequent to the month in which he or she becomes eligi-

20 ble for old-age or disability insurance benefits, the amount of

21 that payment (for purposes of subparagraph (B)) shall be

22 deemed to be the amount to which he or she is, or is deemed

23 to be, entitled (subject to clauses (i), (ii), and (iv) of this sub-

24 paragraph) in such subsequent month.
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1 "(iv) For purposes of this paragraph, the term 'periodic

2 payment' includes a payment payable in a lump sum if it is a

3 commutation of, or a substitute for, periodic payments.".

4 (b) Section 2 15(d) of such Act is amended by adding at

5 the end thereof the following new paragraph:

6 "(5) In the case of an individual whose primary insur-

7 ance amount is not computed under paragraph (1) of subsec-

8 tion (a) by reason of paragraph (4X1B)(ii) of that subsection,

9 who—

10 "(A) attains age 62 after 1985 (except where he

11 or she became entitled to a disability insurance benefit

12 before 1986, and remained so entitled in any of the 12

13 months immediately preceding his or her attainment of

14 age 62), or

15 "(B) would attain age 62 after 1985 and becomes

16 entitled to a disability insurance benefit after 1985,

17 and who is entitled to a monthly periodic payment (including

18 a payment determined under subsection (a)(7)(O)) based (in

19 whole or in part) upon his or her earnings in noncovered

20 service, the primary insurance amount of such individual

21 during his or her concurrent entitlement to such monthly pe-

22 riodic payment and to old-age or disability insurance benefits

23 shall be the primary insurance amount computed or recom-

24 puted under this subsection (without regard to this paragraph
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1 and before the application of subsection (i)) reduced by an

2 amount equal to the smaller of—

3 "(i) one-half of the primary insurance amount

4 (computed without regard to this paragraph and before

5 the application of subsection (i)), or

6 "(ii) one-half of the portion of the monthly period-

7 ic payment (or payment determined under subsection

8 (a)(7)(O)) which is attributable to noncovered service

9 (with such attribution being based on the proportionate

10 number of years of noncovered service) and to which

11 that individual is entitled (or is deemed to be entitled)

12 for the initial month of his or her eligibility for old-age

13 or disability insurance benefits.

14 Notwithstanding the preceding sentence, in no case shall the

15 primary insurance amount of an insured individual be com-

16 puted or recomputed under this paragraph if the monthly pe-

17 riodic payment to which such individual is entitled is based in

18 whole or in part on earnings derived from the performance of

19 service as an employee of the United States, or of an instru-

20 mentality of the United States, before 1971, and such service

21 constituted 'employment' as defined in section 210(a).".

22 (c) Section 215(f) of such Act is amended by adding at

23 the end thereof the following new paragraph:

24 "(9)(A) In the case of an individual who becomes enti-

25 tled to a periodic payment determined under subsection
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1 (a)(7)(A) (including a payment determined under subsection

2 (a)(7)(O)) in a month subsequent to the first month in which

3 he or she becomes entitled to an old-age or disability insur-

4 ance benefit, and whose primary insurance amount has been

5 computed without regard to either such subsection or subsec-

6 tion (d)(5), such individual's primary insurance amount shall

7 be recomputed, in accordance with either such subsection or

8 subsection (d)(5), as may be applicable, effective with the first

9 month of his or her concurrent entitlement to such benefit

10 and such periodic payment.

11 "(B) If an individual's primary insurance amount has

12 been computed under subsection (a)(7) or (d)(5), arid it. he-

13 comes necessary to recompute that. primary insuraace

14 amount under this subsection—

15 "(i) so as to increase the monthly benefit amount

16 payable with respect to such primary insurance amount

17 (txcept in the case of the incividiia1's death), such in-

18 crease shall be determined as thoh such prrnary in-

19 surance amount had initally been computed withuu

20 regard to subsection a)(7) or (d)(5), or

21 "(ii) by reason of the individual's death, such pri-

22 mary insurance amount shall be recomputed without

23 regard to (and as though it had never been computed

24 with regard to) subsection (a)(7) or (d)(5).".
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1 (d) Sections 202(e)(2) and 202(0(3) of such Act are each

2 amended by striking out "section 215(0(5) or (6)" wherever

3 it appears and inserting in lieu thereof "section 215(0(5),

4 215(0(6), or 215(f)(9)(B)".

5 INCREASE IN OLD-AGE INSURANCE BENEFIT AMOUNTS ON

6 ACCOUNT OF DELAYED RETIREMENT

7 SEC. 114. (a) Section 202(w)(1)(A) of the Social Secu-

8 rity Act is amended to read as follows:

9 "(A) the applicable percentage (as determined

10 under paragraph (6)) of such amount, multiplied by".

11 (b) Section 202(w) of such Act is further amended by

12 adding at the end thereof the following new paragraph:

13 "(6) For purposes of paragraph (1)(A), the 'applicable

14 percentage' is—

15 "(A) Yi2 of 1 percent in the case of an individual

16 who first becomes eligible for an old-age insurance

17 benefit in any calendar year before 1979;

18 "(B) ¼ of 1 percent in the case of an individual

19 who first becomes eligible for an old-age insurance

20 benefit in any calendar year after 1978 and before

21 1987;

22 "(0) in the case of an individual who first be-

23 comes eligible for an old-age insurance benefit in a cal-

24 endar year after 1986 and before 2005, a percentage

25 equal to the applicable percentage in effect under this
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1 paragraph for persons who first became eligible for an

2 old-age insurance benefit in the preceding calendar

3 year (as increased pursuant to this subparagraph), plus

4 ½4 of 1 percent if the calendar year in which that

5 particular individual first becomes eligible for such

6 benefit is not evenly divisible by 2; and

7 "(TJ) 2/3 of 1 percent in the case of an individual

8 who first becomes eligible for an old-age insurance

9 benefit in a calendar year after 2004.".

10 PART C—REVENUE PROVISIONS

11 SEC. 121. TAXATION OF SOCIAL SECURITY TIER 1 AND RAIL-

12 ROAD RETIREMENT BENEFITS.

13 (a) GENERAL RuI4E.—Part II of subchapter B of chap-

14 ter 1 of the Internal Revenue Code of 1954 (relating to

15 amounts specifically included in gross income) is amended by

16 redesignating section 86 as section 87 and by inserting after

17 section 85 the following new section:

18 "SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIRE.

19 MENT BENEFITS.

20 "(a) IN GENERAL.—GrOss income for the taxable year

21 of any taxpayer described in subsection (b) includes social

22 security benefits in an amount equal to the lesser of—

23 "(1) one-half of the social security benefits re-

24 ceived during the taxable year, or
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1 '(2) one-half of the excess described in suusection

2 (b).

3 "(b) TAXPAYERS TO WHOM SUBSECTION (a) Ap-

4 PLIES.—A taxpayer is described in this subsection if—

5 "(1) the sum of--—

6 "(A) the adjusted gross income of the tax-

7 payer for the taxable year (determined without

8 regard to this section and sections 221, 911, and

9 931), plus

10 "(B) one-half of the social security benefits

11 received duriiig the taxable year, exceeds

12 "(2) the base amount.

13 "(c) BASE AMOUNT.—FOr purposes of this section, the

14 term 'base amount' means—

15 '(1) except as otherwise proviitd in this subsec-

16 tion, $25,000,

17 "(2) $32,000, in the case of a joint return, and

18 "(3) zero, in the case of a taxpayer who—

19 "(A) is married at the close of the taxable

20 year (within the meaning of section 143) but does

21 not file a joint return for such year, and

22 "(B) does not live apart from his spouse at

23 all times during the taxable year.

24 "(d) SOCIAL SECURITY BENEFIT.—

HR 1900



35

1 "(1) IN GENERAL.—For purposes of this section,

2 the term 'social security benefit' means any amount re-

3 ceived by the taxpayer by reason of entitlement to—

4 "(A) a monthly benefit under title II of the

5 Social Security Act, or

6 "(B) a tier 1 railroad retirement benefit.

7 "(2) ADJTJSTMENT FOR REPAYMENTS DURING

8 YEAR.—

9 "(A) IN GENERAL.—For purposes of this

10 section, the amount of social security benefits re-

11 ceived during any taxable year shall be reduced

12 by any repayment made by the taxpayer during

13 the taxable year of a social security benefit previ-

14 ously received by the taxpayer (whether or not

15 such benefit was received during the taxable

16 year).

17 "(B) DENIAL OF DEDTJCTION.—Tj (but for

18 this subparagraph) any portion of the repayments

19 referred to in subparagraph (A) would have been

20 allowable as a deduction for the taxable year

21 under section 165, such portion shall be allowable

22 as a deduction only to the extent it exceeds the

23 social security benefits received by the taxpayer

24 during the taxable year (and not repaid during

25 such taxable year).
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1 "(3) WORKMEN'S COMPENSATION BENEFITS

2 STJTBSTITUTED FOR SOCIAL SECURITY BENEFITS.—For

3 purposes of this section, if, by reason of section 224 of

4 the Social Security Act (or by reason of section 3(a)(1)

5 of the Railroad Retirement Act of 1974), any social se-

6 curity benefit is reduced by reason of the receipt of a

7 benefit under a workmen's compensation act, the term

8 'social security benefit' includes that portion of such

9 benefit received under the workmen's compensation act

10 which equals such reduction.

11 "(4) TIER 1 RAILROAD RETIREMENT BENEFIT.—

12 For purposes of paragraph (1), the term 'tier 1 railroad

13 retirement benefit' means a monthly benefit under sec-

14 tion 3(a), 4(a), 4(0 of the Railroad Retirement Act of

15 1974.

16 "(e) LIMITATION ON AMOUNT INCLUDED WHERE

17 TAXPAYER RECEIVES LUMP-SUM PAYMENT.—

18 "(1) LIMITATION.—If—

19 "(A) any portion of a lump-sum payment of

20 social security benefits received during the taxable

21 year is attributable to prior taxable years, and

22 "(B) the taxpayer makes an election under

23 this subsection for the taxable year,

24 then the amount included in gross income under this section

25 for the taxable year by reason of the receipt of such portion
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1 shall not exceed the sum of the increases in gross income

2 under this chapter for prior taxable years which would result

3 solely from taking into account such portion in the taxable

4 years to which it is attributable.

5 "(2) SPECIAL RULES.—

6 "(A) YEAR TO WHICH BENEFIT ATTRIBUT-

7 ABLE.—For purposes of this subsection, a social

8 security benefit is attributable to a taxable year if

9 the generally applicable payment date for such

10 benefit occurred during such taxable year.

11 "(B) ELECTION.—Afl election under this

12 subsection shall be made at such time and in such

13 manner as the Secretary shall by regulations pre-

14 scribe. Such election, once made, may be revoked

15 only with the consent of the Secretary.

16 "(1) TREATMENT AS PENSION OR ANNUITY FOR OER-

17 TAIN PURPOSES.—For purposes of—

18 "(1) section 43(c)(2) (defining earned income),

19 "(2) section 2 19(f)( 1) (defining compensation),

20 "(3) section 221(b)(2) (defining earned income),

21 and

22 "(4) section 911(b)(1) (defining foreign earned

23 income),

24 any social security benefit shall be treated as an amount re-

25 ceived as a pension or annuity."
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1 (b) INFORMATION REP0RTING.—Subpart B of part ifi

2 of subchapter A of chapter 61 of such Oode (relating to infor-

3 mation concerning transactions with other persons) is amend-

4 ed by adding at the end thereof the following new section:

5 "SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENE-

6 FITS.

7 "(a) REQUIREMENT OF REPORTING.—The appropriate

8 Federal official shall make a return, according to the forms

9 and regulations prescribed by the Secretary, setting forth—

10 "(1) the—

11 "(A) aggregate amount of social security

12 benefits paid with respect to any individual during

13 any calendar year,

14 "(B) aggregate amount of social security

15 benefits repaid by such individual during such cal-

16 endar year, and

17 "(0) aggregate reductions under section 224

18 of the Social Security Act (or under section

19 3(a)(1) of the Railroad Retirement Act of 1974) in

20 benefits which would otherwise have been paid to

21 such individual during the calendar year on ac-

22 count of amounts received under a workmen's

23 compensation act, and

24 "(2) the name and address of such individual.
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1 "(b) STATEMENTS To BE FURNISHED To INDIVID-

2 UALS WITH RESPECT To WHOM INFORMATION IS Fui-

3 NISHED.—Every person making a return under subsection

4 (a) shall furnish to each individual whose name is set forth in

5 such return a written statement showing—

6 "(1) the name of the agency making the pay-

7 ments, and

8 "(2) the aggregate amount of payments, of repay-

9 ments, and of reductions, with respect to the individual

10 as shown on such return.

11 The written statement required under the preceding sentence

12 shall be furnished to the individual on or before January 31

13 of the year followiig the calendar year for which the return

14 under subsection (a) was made.

15 "(c) DEFINITIONS.—FOr purposes of this section—

16 "(1) APPROPRIATE FEDERAL OFFICIAL—The

17 term 'appropriate Federal official' means—

18 "(A) the Secretary of Health arid Human

19 Services in the case of social security benefits de-

20 scribed in section 86(d)(i)(A), and

21 "(B) the Railroad Retirement Board in the

22 case of social security benefits described in section

23 86(d)(1)(B).

HR 9O()



40

1 "(2) SOCIAL SECURITY BENEFIT.—The term

2 'social security benefit' has the meaning given to such

3 term by section 86(d)(1)."

4 (c) TREATMENT OF NONRESIDENT ALIENS.—

5 (1) AMENDMENT OF SECTION 871(a).—SubsectiOn

6 (a) of section 871 of such Code (relating to tax on

7 income not connected with United States business) is

8 amended by adding at the end thereof the following

9 new paragraph:

10 "(3) TAXATION OF SOCIAL SECURITY BENE-

11 FITS.—For purposes of this section and section

12 1441—

13 "(A) one-half of any social security benefit

14 (as defined in section 86(d)) shall be included in

15 gross income, and

16 "(B) section 86 shall not apply."

17 (2) AMENDMENT OF SECTION 1441.—SectiOn

18 1441 of such Code (relating to withholding of tax on

19 nonresident aliens) is amended by adding at the end

20 thereof the following new subsection:

21 "(g) CROSS REFERENCE.—

"For provision treating one-half of social security
benefits as subject to withholding under this section, see
section 871(a)(3)."

22 (3) DISCLOSURE OF INFORMATION TO SOCIAL

23 SECURITY ADMINISTRATION OR RAILROAD RETIRE-

24 MENT BOARD.—
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1 (A) IN GENERAL—Subsection (h) of section

2 6103 of such Oode (relating to disclosure to cer-

3 tam Federal officers and employees for purposes

4 of tax administration, etc.) is amended by adding

5 at the end thereof the following new paragraph:

6 "(6) WITHHOLDING OF TAX FROM SOCIAL SECU-

7 RITY BENEFITS.—Upon written request, the Secretary

8 may disclose available return information from the

9 master files of the Internal Revenue Service with re-

10 spect to the address and status of an individual as a

11 nonresident alien or as a citizen or resident of the

12 United States to the Social Security Administration or

13 the Railroad Retirement Board for purposes of carrying

14 out its responsibilities for withholding tax under section

15 1441 from social security benefits (as defined in section

16 86(d))."

17 (B) OONFORMING AMENDMENT.—Paragraph

18 (4) of section 6103(p) of such Oode (relating to

19 safeguards) is amended by inserting "(h)(6)," after

20 "(h)(2)," in the material preceding subparagraph

21 (A) and in subparagraph (F)(ii), thereof.

22 (d) SOCIAL SECURITY BENEFITS TREATED AS UNITED

23 STATES SOURCED.—Subsection (a) of section 861 of such

24 Oode (relating to income from sources within the United
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1 States) is amended by adding at the end thereof the following

2 new paragraph:

3 "(8) SocIAL SECURITY BENEFITS.—Any social

4 security benefit (as defined in section 86(d))."

5 (e) TRANSFERS TO TRUST FUNDS.—

6 (1) IN GENERAL.—There are hereby appropriated

7 to each payor fund amounts equivalent to the aggre-

8 gate increase in tax liabilities under chapter 1 of the

9 Internal Revenue Code of 1954 which is attributable

10 to the application of sections 86 and 871(a)(3) of such

11 Code (as added by this section) to payments from such

12 payor fund.

13 (2) TRANSFERS.—The amounts appropriated by

14 paragraph (1) to any payor fund shall be transferred

15 from time to time (but not less frequently than quarter-

16 ly) from the general fund of the Treasury on the basis

17 of estimates made by the Secretary of the Treasury of

18 the amounts referred to in such paragraph. Any such

19 quarterly payment shall be made on the first day of

20 such quarter and shall take into account social security

21 benefits estimated to be received during such quarter.

22 Proper adjustments shall be made in the amounts sub-

23 sequently transferred to the extent prior estimates

24 were in excess of or less than the amounts required to

25 be transferred.
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1 (3) DEFINITIONS.—For purposes of this subsec-

2 tion—

3 (A) PAYOR FUND.—The term "payor fund"

4 means any trust fund or account from which pay-

5 ments of social security benefits are made.

6 (B) SoCIAL SECURITY BENEFITS.—The

7 term "social security benefits" has the meaning

8 given such term by section 86(d)(1) of the Internal

9 Revenue Code of 1954.

10 (4) REP0RTS.—The Secretary of the Treasury

11 shall submit annual reports to the Congress and to the

12 Secretary of Health and Human Services and the Rail-

13 road Retirement Board on—

14 (A) the transfers made under this subsection

15 during the year, and the methodology used in de-

16 termining the amount of such transfers and the

17 funds or account to which made, and

18 (B) the anticipated operation of this subsec-

19 tion during the next 5 years.

20 U) TECHNICAL AMENDMENTS.—

21 (1) Subsection (a) of section 85 of such Code is

22 amended by striking out "this section," and inserting

23 in lieu thereof "this section, section 86,".

24 (2) Subparagraph (B) of section 128(c)(3) of such

25 Code (as in effect for taxable years beginning after De-
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1 cember 31, 1984) is amended by striking out "85" and

2 inserting in lieu thereof "85, 86".

3 (3) The table of sections for part II of subchapter

4 B of chapter 1 of such Code is amended by striking out

5 the item relating to section 86 and inserting in lieu

6 thereof the following:

"Sec. 86. Social security and tier 1 railroad retirement benefits.
"Sec. 87. Alcohol fuel credit."

7 (4) The table of sections for subpart B of part 1111

8 of subchapter A of chapter 61 of such Code is amended

9 by adding at the end thereof the following new item:

"Sec. 6050F. Returns relating to social security benefits."

10 (g) EFFECTIVE- DATES.—

11 (1) IN GENERAL.—Except as provided in para-

12 graph (2), the amendments made by this section shall

13 apply to benefits received after December 31, 1983, in

14 taxable years ending after such date.

15 (2) TREATMENT OF CERTAIN LUMP-SUM PAY-

16 MENTS RECEIVED AFTER DECEMBER 31, 1983.—The

17 amendments made by this section shall not apply to

18 any portion of a lump-sum payment of social security

19 benefits (as defined in section 86(d) of the Internal

20 Revenue Code of 1954) received after December 31,

21 1983, if the generally applicable payment date for such

22 portion was before January 1, 1984.
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1 SEC. 122. CREDIT FOR THE ELDERLY AND THE PERMANENTLY

2 AND TOTALLY DISABLED.

3 (a) GENERAL RULE.—Sectjon 37 of the Internal Reve-

4 nue Code of 1954 (relating to credit for the elderly) is amend-

5 ed to read as follows:

6 "SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY

7 AND TOTALLY DISABLED.

8 "(a) GENERAL RULE.—In the case of a qualified mdi-

9 vidual, there shall be allowed as a credit against the tax im-

10 posed by this chapter for the taxable year an amount equal to

11 15 percent of such individual's section 37 amount for such

12 taxable year.

13 "(b) QUALIFIED INDIVIDUAL.—For purposes of this

14 section, the term 'qualified individual' means any individu-

15 al—

16 "(1) who has attained age 65 before the close of

17 the taxable year, or

18 "(2) who retired on disability before the close of

19 the taxable year and who, when he retired, was per-
20 manently and totally disabled.

21 "(c) SECTION 37 AMOUNT.—FOr purposes of subsection

22 (a)—

23 "(1) IN GENERAL.—An individual's section 37
24 amount for the taxable year shall be the applicable mi-

25 tial amount determined under paragraph (2), reduced
26 as provided in paragraph (3) and in subsection (d).
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1 "(2) IMTIAL AMOUNT—

2 "(A) IN GENERAL.—Except as provided in

3 subparagraph (B), the initial amount shall be—

4 "(i) $5,000 in the case of a single mdi-

5 vidual, or a joint return where only one

6 spouse is a qualified individual,

7 "(ii) $7,500 in the case of a joint return

8 where both spouses are qualified individuals,

9 or

10 "(iii) $3,750 in the case of a married in-

11 dividual filing a separate return.

12 "(B) LIMITATION IN CASE OF INDIVIDUALS

13 WHO HAVE NOT ATTAINED AGE 65.—

14 "(i) IN GENERAL.—In the case of a

15 qualified individual who has not attained age

16 65 before the close of the taxable year,

17 except as provided in clause (ii), the initial

18 amount shall not exceed the disability income

19 for the taxable year.

20 "(ii) SPECIAL RULES IN CASE OF

21 JOINT RETTIRN.—In the case of a joint

22 return where both spouses are qualified mdi-

23 viduals and at least one spouse has not at-

24 tamed age 65 before the close of the taxable

25 year—
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1 "(I) if both spouses have not at-

2 tamed age 65 before the close of the

3 taxable year, the initial amount shall

4 not exceed the sum of such spouses'

5 disability income, or

6 "(II) if one spouse has attained

7 age 65 before the close of the taxable

8 year, the initial amount shall not exceed

9 the sum of $5,000 plus the disability

10 income for the taxable year of the

11 spouse who has not attained age 65

12 before the close of the taxable year.

13 "(iii) DISABILITY INCOME.—For pur-

14 poses of this subparagraph, the term 'disabil-

15 ity income' means the aggregate amount in-

16 cludable in the gross income of the individual

17 for the taxable year under section 72 or

18 105(a) to the extent such amount constitutes

19 wages (or payments in lieu of wages) for the

20 period during which the individual is absent

21 from work on account of permanent and total

22 disability.

23 "(3) REDUCTION.—

24 "(A) IN GENERAL.—The reduction under

25 this paragraph is an amount equal to the sum of
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1 the amounts received by the individual (or, in the

2 case of a joint return, by either spouse) as a pen-

3 sion or annuity or as a disability benefit—

4 "(i) under title II of the Social Security

5 Act,

6 "(ii) under the Railroad Retirement Act

7 of 1974, or

8 "(iii) otherwise excluded from gross

9 income.

10 "(B) No REDUCTION FOR CERTAIN EXCLU-

11 SIONS.—No reduction shall be made under clause

12 (iii) of subparagraph (A) for any amount excluded

13 from gross income under section 72 (relating to

14 annuities), 101 (relating to life insurance pro-

15 ceeds), 104 (relating to compensation for injuries

16 or sickness), 105 (relating to amounts received

17 under accident and health plans), 120 (relating to

18 amounts received under qualified group legal serv-

19 ices plans), 402 (relating to taxability of benefici-

20 ary of employees' trust), 403 (relating to taxation

21 of employee annuities), or 405 (relating to quali-

22 fied bond purchase plans).

23 "(C) TREATMENT OF CERTAIN WORKMEN'S

24 COMPENSATION BENEFITS.—For purposes of sub-

25 paragraph (A), any amount treated as a social se-
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1 curity benefit under section 86(d)(3) shall be treat-

2 ed as a disability benefit received under title II of

3 the Social Security Act.

4 "(d) LIMITATIoNs.—

5 "(1). ADJUSTED GROSS INCOME LIMITATION.—If

6 the adjusted gross income of the taxpayer exceeds—

7 "(A) $7,500 in the case of a single individu-

8 al,

"(B) $10,000 in the case of a joint return, or

10 "(0) $5,000 in the case of a married individ-

11 ual filing a separate return,

12 the section 37 amount shall be reduced by one-half of

13 the excess of the adjusted gross income over $7,500,

14 $10,000, or $5,000, as the case may be.

15 "(2) LIMITATION BASED ON AMOUNT OF TAX.—

16 The amount of the credit allowed by this section for

17 the taxable year shall not exceed the amount of the tax

18 imposed by this chapter for such taxable year.

19 "(e) DEFINITIONS AND SPECIAL RULES.—FOr pur-

20 poses of this section—

21 "(1) MARRIED COUPLE MUST FILE JOINT

22 RETURN.—Except in the case of a husband and wife

23 who live apart at all times during the taxable year, if

24 the taxpayer is married at the close of the taxable

25 year, the credit provided by this section shall be al-
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1 lowed only if the taxpayer and his spouse file a joint

2 return for the taxable year.

3 "(2) MARITAL STATuS.—Mantal status shall be

4 determined under section 143.

5 "(3) PERMANENT AND TOTAL DISABILITY DE-

6 FINED.—An individual is permanently and totally dis-

7 abled if he is unable to engage in any substantial gain-

8 ful activity by reason of any medically determinable

9 physical or mental impairment which can be expected

10 to result in death or which has lasted or can be expect-

11 ed to last for a continuous period of not less than 12

12 months. An individual shall not be considered to be

13 permanently and totally disabled unless he furnishes

14 proof of the existence thereof in such form and manner,

15 and at such times, as the Secretary may require.

16 "(0 NONRESIDENT ALIEN INELIGIBLE FOR CREDIT.—

17 No credit shall be allowed under this section to any nonresi-

18 dent alien."

19 (b) REPEAL OF EXCLUSION FOR CERTAIN DISABILITY

20 PAYMENTS.—Subsection (d) of section 105 of such Code (re-

21 lating to certain disability payments) is hereby repealed.

22 (c) CONFORMING AMENDMENTS.—

23 (1) Sections 41(b)(2), 44A(b)(2), 46(a)(4)(B),

24 53(a)(2), and 904(g) of such Code are each amended by

25 striking out "relating to credit for the elderly" and in-
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1 serting in lieu thereof "relating tO credit for the elderly

2 and the permanently and totally disabled".

3 (2) Subsection (a) of section 85 of such Code is

4 amended by striking out ", section 105(d),".

5 (3) Subparagraph (B) of section 128(c)(3) of such

6 Code (as in effect for taxable years beginning after De-

7 cember 31, 1984) is amended by striking out

8 "105(d),".

9 (4) Paragraph (3) of section 403(b) of such Code

10 is amended by striking out "sections 105(d) and 911"

11 and inserting in lieu thereof "section 911".

12 (5) Clause (i) of section 415(c)(3)(O) of such Code

13 is amended by striking out "section 105(d)(4)" and in-

14 serting in lieu thereof "section 37(e)(3)".

15 (6) Paragraph (6) of section 787 1(a) of such Code

16 is amended by striking out subparagraph (A), and by

17 redesignating subparagraphs (B), (C), and (B) as sub-

18 paragraphs (A), (B), and (C), respectively.

19 (7) The table of sections for subpart A of part IV

20 of subchapter A of chapter 1 of such Code is amended

21 by striking out the item relating to section 37 and in-

22 serting in lieu thereof the following:

23 "SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY

24 AND TOTALLY DISABLED."

25 (d) EFFECTIVE DATE.—
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1 (1) IN GENERAL—The amendments made by this

2 section shall apply to taxable years beginning after De-

3 cember 31, 1983.

4 (2) TRANSITIONAL RULE.—If an individual's an-

5 nuity starting date was deferred under section 105(d)(6)

6 of the Internal Revenue Code of 1954 (as in effect on

7 the day before the date of the enactment of this sec-

8 tion), such deferral shall end on the first day of such

9 individual's first taxable year beginning after December

10 31, 1983.

11 SEC. 123. ACCELERATION OF INCREASES IN FICA TAXES; 1984

12 EMPLOYEE TAX CREDIT.

13 (a) ACCELERATION OF INCREASES IN FICA TAXES.—

14 (1) TAX ON EMpLOyEES.—Subsection (a) of sec-

15 tion 3101 of the Internal Revenue Code of 1954 (relat-

16 ing to rate of tax on employees for old-age, survivors,

17 and disability insurance) is amended by striking out

18 paragraphs (1) through (7) and inserting in lieu thereof

19 the following:

"In cases of wages The rate
received during: shall be:

1984, 1985, 1986, or 1987 5.7 percent

1988 or 1989 percent

1990 or thereafter 6.2 percent."

20 (2) EMPLOYER TAX.—Subsection (a) of section

21 3111 of such Code is amended by striking out ara-

22 graphs (1) through (7) and inserting in lieu thereof the

23 following:
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"In cases of wages The rate
paid during: shall be:

1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent."

1 (3) EFFECTIVE DATE.—The amendments made

2 by this subsection shall apply to remuneration paid

3 after December 31, 1983.

4 (b) 1984 EMPLOYEE TAx CREDIT.—

5 (1) IN GENERAL.—Chapter 25 of such Code is

6 amended by adding at the end thereof the following

7 new section:

8 "SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EM-

9 PLOYEE TAXES AND RAILROAD RETIREMENT

10 TIER 1 EMPLOYEE TAXES IMPOSED DURING

11 1984.

12 "(a) GENERAL RuLE.—There shall be allowed as a

13 credit against the tax imposed by section 3101(a) on wages

14 received during 1984 an amount equal to /io of 1 percent of

15 the wages so received.

16 "(b) TIME CREDIT ALLOwED.—The credit under sub-

17 section (a) shall be taken into account in determining the

18 amount of the tax deducted under section 3102(a).

19 "(c) WAGES.—FOr purposes of this section, the term

20 'wages' has the meaning given to such term by section

21 3121(a).

22 "(d) APPLICATION TO AGREEMENTS UNDER SECTION

23 218 OF THE SOCIAL SECURITY ACT.—For purposes of de-
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1 termining amounts equivalent to the tax imposed by section

2 3 101(a) with respect to remuneration which—

3 "(1) is covered by an agreement under section

4 218 of the Social Security Act, and

5 "(2) is paid during 1984,

6 the credit allowed by subsection (a) shall be taken into ac-

7 count. A similar rule shall also apply in the case of an agree-

8 ment under section 3121(1).

9 "(e) CREDIT AGAINST RAILROAD RETIREMENT EM-

10 PLOYEE AND EMPLOYEE REPRESENTATIVE TAXES.—

11 "(1) IN GENERAL.—There shall be allowed as a

12 credit against the taxes imposed by sections 3201(a)

13 and 3211(a) on compensation paid during 1984 and

14 subject to such taxes an amount equal to 3/io of 1 per-

15 cent of such compensation.

16 "(2) TIME CREDIT ALL0wED.—The credit under

17 paragraph (1) shall be taken into account in determin-

18 ing the amount of the tax deducted under section

19 3202(a) (or the amount of the tax under section

20 3211(a)).

21 "(3) COMPENSATION.—FOr purposes of this sub-

22 section, the term 'compensation' has the meaning given

23 to such term by section 323 1(e)

24 "(t) COORDINATION WITH SECTION 6413(c).—For

25 purposes of subsection (c) of section 6413, in determining the
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1 amount of the tax imposed by section 3101 or 3201, any

2 credit allowed by this section shall be taken into account."

3 (2) CLERICAL AMENDMENT.—-The table of sec-

4 tions for chapter 25 of such Code is amended by

5 adding at the end thereof the following new item.

"Sec. 3510. Credit for increased social security employee taxes and railroad
retirement tier I employee taxes imposed during 1984."

6 (3) EFFECTIVE DATE.—The amendments made

7 by this subsection shall apply to remuneration paid

8 during 1984.

9 (4) DEPOSITS IN SOCIAL SECURITY TRUST

10 FUNDS.—For purposes of subsection (h) of section 218

11 of the Social Security Act (relating to deposits in social

12 security trust funds of amounts received under section

13 218 agreements), amounts allowed as a credit pursuant

14 to subsection (d) of section 3510 of the Internal Reve-

15 nue Code of 1954 (relating to credit for remuneration

16 paid during 1984 which is covered under an agreement

17 under section 218 of the Social Security Act) shal! be

18 treated as amounts received under such an agreement.

19 (5) DEPOSITS IN RAILROAD RETIREMENT AC-

20 COUNT.—For purposes of subsection (a) of section 15

21 of the Railroad Retirement Act of 1974, amounts a!-

22 lowed as a credit under subsection (e) of section 3510

23 of the Internal Revenue Code of 1954 shall be treated
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1 as amounts covered into the Treasury under subsection

2 (a) of section 3201 of such Oode.

3 SEC. 124. TAXES ON SELF-EMPLOYMENT INCOME; CREDIT

4 AGAINST SUCH TAXES.

5 (a) INCREASE IN RATES.—Subsections (a) and (b) of

6 section 1401 of the Internal Revenue Oode of 1954 (relating

7 to rates of tax on self-employment income) are amended to

8 read as follows:

9 "(a) OLD-AGE, SuRvIvoRs, AND DI5iU3ILITY INsuR-

10 ANCE.—In addition to other taxes, there shall be imposed for

11 each taxable year, on the self-employment income of every

12 individual, a tax equal to the following percent of the amount

13 of the self-employment income for such taxable year:

"In the case of a taxabJe year

Beginning after: And before: Percent:
December 31, 1983 January 1, 1988 11.40

December 31, 1987 January 1, 1990 12.12

December 31, 1989 12.40

14 "(b) HOSPITAL INSURANCE.—In addition to the tax

15 imposed by the preceding subsection, there shall be imposed

16 for each taxable year, on the self-employment income of

17 every individual, a tax equal to the following percent of the

18 amount of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: Percent:
December 31, 1983 January 1, 1985 2.60
December 31, 1984 January 1, 1986 2.70
December 31, 1985 2.90."
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1 (b) CREDIT AGAINST SELF-EMPLOYMENT TAXES.—

2 Section 1401 of such Code is amended by redesignating sub-

3 section (c) as subsection (d) and by inserting after subsection

4 (b) the following new subsection:

5 "(c) CREDIT AGAINST TAXES IMPOSED BY THIS SEC-

6 TION.—

7 "(1) IN GENERAL—There shall be allowed as a

8 credit against the taxes imposed by this section for any

9 taxable year an amount equal to 1.8 percent (1.9 per-

10 cent in the case of taxable years beginning after De-

11 cember 31, 1987) of the self-employment income of the

12 individual for such taxable year.

13 "(2) ADDITIONAL CREDIT FOR 1984.—In addi-

14 tion to the credit allowed by paragraph (1), there shall

15 be allowed as a credit against the taxes imposed by

16 this section for any taxable year beginning during 1984

17 an amount equal to /io of 1 percent of the self-em-

18 ployment income of the individual for such taxable
19 year."

20 (c) EFFECTIVE DATE.—The amendments made by this

21 section shall apply to taxable years beginning after December

22 31, 1983.

23 ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

24 SEC. 125. (a) Section 201(b)(1) of the Social Security

25 Act is amended by striking out clauses (K) through (M) and
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1 inserting in lieu thereof the following: "(K) 1.65 per centum

2 of the wages (as so defined) paid after December 31, 1981,

3 and before January 1, 1983, and so reported, (L) 1.25 per

4 centum of the wages (as so defined) paid after December 31,

5 1982, and before January 1, 1984, and so reported, (M) 1.00

6 per centum of the wages (as so defined) paid after December

7 31, 1983, and before January 1, 1990, and so reported, and

8 (N) 1.20 per centum of the wages (as so defined) paid after

9 December 31, 1989, and so reported,".

10 (b) Section 201(b)(2) of such Act is amended by striking

11 out clauses (K) through (M) and inserting in lieu thereof the

12 following: "(K) 1.2375 per centum of the amount of self-

13 employment income (as so defined) so reported for any tax-

14 able year beginning after December 31, 1981, and before

15 January 1, 1983, (L) 0.9375 per centum of the amount of

16 self-employment income (as so defined) so reported for any

17 taxable year beginning after December 31, 1982, and before

18 January 1, 1984, (M) 1.00 per centum of the amount of self-

19 employment income (as so defined) so reported for any tax-

20 able year beginning after December 31, 1983, and before

21 January 1, 1990, and (N) 1.20 per centum of the self-em-

22 ploymnent income (as so defined) so reported for any taxable

23 year beginning after December 31, 1989,".
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1 Pep D—BENEFITS FOR CERTAIN SURVIVING,

2 DIVORCED, AND DISABLED SPOUSES

3 BENEFITS FOR SURVIVING DIVORCED SPOUSES AND

4 DISABLED WIDOWS AND WIDOWERS WHO REMARRY

5 SEC. 131. (a)(1) Section 202(e)(3) of the Social Security

6 Act is repealed.

7 (2) Section 202(e)(4) of such Act is amended to read as

8 follows:

9 "(4) For purposes of paragraph (1), if—

10 "(A) a widow or surviving divorced wife marries

11 after attaining age 60 (or after attaining age 50 if she

12 was entitled before such marriage occurred to benefits

13 based on disability under this subsection), or

14 "(B) a disabled widow or disabled surviving di-

15 vorced wife described in paragraph (1)(B)(ii) marries

16 after attaining age 50,

17 such marriage shall be deemed not to have occurred.".

18 (3)(A) Section 202(e) of such Act is further amended by

19 redesignating paragraph (4) (as amended by paragraph (2) of

20 this subsection), and paragraphs (5) through (8), as para-

21 graphs (3) through (7), respectively.

22 (B) Section 202(e)(1)(B)(ii) of such Act is amended by

23 striking out "(5)" and inserting in lieu thereof "(4)".
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1 (0) Section 202(e)(1)(F) of such Act is amended by strik-

2 ing out "(6)" in clause (i) and "(5)" in clause (ii) and inserting

3 in lieu thereof "(5)" and "(4)", respectively.

4 (D) Section 202(e)(2)(A) of such Act is amended by

5 striking out "(8)" and inserting in lieu thereof "(7)".

6 (E) The paragraph of section 202(e) of such Act redesig-

7 nated as paragraph (5) by subparagraph (A) of this paragraph

8 is amended by striking out "(5)" and inserting in lieu thereof

9 "(4)".

10 (F) The paragraph of such section 202(e) redesignated

11 as paragraph (7) by subparagraph (A) of this paragraph is

12 amended by striking out "(4)" and inserting in lieu thereof

13 "(3)".

14 (G) Section 202(k) of such Act is amended by striking

15 out "(e)(4)" each place it appears in paragraphs (2)(B) and

16 (3)(B) and inserting in lieu thereof "(e)(3)".

17 (H) Section 226(e)(1)(A) of such Act is amended by

18 striking out "202(e)(5)" and inserting in lieu thereof

19 "202(e)(4)".

20 (b)(1) Section 202(f)(4) of such Act is repealed.

21 (2) Section 202(f)(5) of such Act is amended to read as

22 follows:

23 "(5) For purposes of paragraph (1), if—

24 "(A) a widower marries after attaining age 60 (or

25 after attaining age 50 if he was entitled before such
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1 marriage occurred to benefits based on disability under

2 this subsection), or

3 "(B) a disabled widower described n paragraph

4 (1)(B)(ii) marries after attaining age 50,

5 such marriage shall be deemed not to have occurred.".

6 (3)(A) Section 202(1) of such Act is further amended by

7 redesignating paragraph (5) (as amended by paragraph (2) of

8 this subsection), and paragraphs (6) through (8), as para-

9 graphs (4) through (7), respectively.

10 (B) Section 202(1)(1)(B)(ii) of such Act is amended by

11 striking out "(6)" and inserting in lieu thereof "(5)".

12 (0) Section 202(1)(1)(F) of such Act is amended by strik-

13 ing out "(7)" in clause (i) and "(6)" in clause (ii) and inserting

14 in lieu thereof "(6)" and "(5)", respectively.

15 (ID) Section 202(1)(2)(A) of such Act is amended by strik-

16 ing out "(5)" and inserting in lieu thereof "(4)".

17 (E) The paragraph of section 202(1) of such Act redesig-

18 nated as paragraph (6) by subparagraph (A) of this paragraph

19 is amended by striking out "(6)" and inserting in lieu thereof

20 "(5)".

21 (F) Section 202(k) of such Act is amended by striking

22 out "(1)(5)" each place it appears in paragraphs (2)(B) and

23 (3)(B) and inserting in lieu thereof "(1)(4)".
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1 (G) Section 226(e)(1)(A) of such Act is amended by

2 striking out "202(0(6)" and inserting in lieu thereof

3 "202(0(5)".

4 (c)(1) Section 202(s)(2) of such Act is amended by strik-

5 ing out "Subsection (0(4), and so much of subsections (b)(3),

6 (d)(5), (e)(3), (g)(3), and (h)(4)" and inserting in lieu thereof

7 "So much of subsections (b)(3), (d)(5), (g)(3), and (h)(4)".

8 (2) Section 202(s)(3) of such Act is amended by striking

9 out "(e)(3),".

10 (d)(1) The amendments made by this section shall be

11 effective with respect to monthly benefits payable under title

12 II of the Social Security Act for months after December

13 1983.

14 (2) In the case of an individual who was not entitled to a

15 monthly benefit of the type involved under title II of such

16 Act for December 1983, no benefit shall be paid under such

17 title by reason of such amendments unless proper application

18 for such benefit is made.

19 ENTITLEMENT TO DIvORCED SPOUSE'S BENEFITS BEFORE

20 ENTITLEMENT OF INSURED INDIVIDUAL TO BENE-

21 FITS; EXEMPTION OF DIVORCED SPOUSE'S BENEFITS

22 FROM DEDUCTION ON ACCOUNT OF WORK

23 SEC. 132. (a) Section 202(b) of the Social Security Act

24 is amended by adding at the end thereof the following new

25 paragraph:
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1 "(5)(A) Notwithstanding the preceding provisions of this

2 subsection, except as provided in subparagraph (B), the di-

3 vorced wife of an individual who is not entitled to old-age or

4 disability insurance benefits, but who has attained age 62 and

5 is a fully insured individual (as defined in section 214), if such

6 divorced wife—

7 "(i) meets the requirements of subparagraphs (A)

8 through (I') of paragraph (1), and

9 "(ii) has been divorced from such insured mdi-

10 vidual for not less than 2 years,

11 shall be entitled to a wife's insurance benefit under this sub-

12 section for each month, in such amount, and beginning and

13 ending with such months, as determined (under regulations of

14 the Secretary) in the manner otherwise provided for wife's

15 insurance benefits under this subsection, as if such insured

16 individual had become entitled to old-age insurance benefits

17 on the date on which the divorced wife first meets the criteria

18 for entitlement set forth in clauses (i) and (ii),

19 "(B) A wife's insurance benefit provided under this

20 paragraph which has not otherwise terminated in accordance

21 with subparagraph (E), (F), (Ii), or (J) of paragraph (1) shall

22 terminate with the month preceding the first month in which

23 the insured individual is no longer a fully insured irdividu-

24 al.".

25 (b)(1)(A) Section 203(b) of such Act is amended—
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1 (i) by inserting "(1)" after "(b)";

2 (ii) by striking out "(1) such individual's benefit"

3 and "(2) if such individual" and inserting in lieu there-

4 of "(A) such individual's benefit" and "(B) if such mdi-

5 vidual", respectively;

6 (iii) by striking out "clauses (1) and (2)" and in-

7 serting in lieu thereof "clauses (A) and (B)";

8 (iv) by striking out "(A) an individual" and "(B) if

9 a deduction" and inserting in lieu thereof "(i) an mdi-

10 vidual" and "(ii) if a deduction", respectively; and

11 (v) by adding at the end thereof the following new

12 paragraph:

13 "(2) When any of the other persons referred to in para-

14 graph (1)(B) is entitled to monthly benefits as a divorced

15 spouse under section 202 (b) or (c) for any month, the benefit

16 to which he or she is entitled on the basis of the wages and

17 self-employment income of the individual referred to in para-

18 graph (1) for such month shall be determined without regard

19 to this subsection, and the benefits of all other individuals

20 who are entitled for such month to monthly benefits under

21 section 202 on the basis of the wages and self-employment

22 income of such individual referred to in paragraph (1) shall be

23 determined as if no such divorced spouse were entitled to

24 benefits for such month.".

25 (B)(i) Section 203(0(1) of such Act is amended—



65

1 (I) in the first sentence, by inserting "(excluding

2 surviving spouses referred to in subsection (b)(2))" after

3 "all other persons" the first place it appears, and by

4 striking out "all other persons" the second place it ap-

5 pears and inserting in lieu thereof "all such other per-

6 sons"; and

7 (II) in the second sentence, by inserting "(exclud-

8 ing divorced spouses referred to in subsection (b)(2))"

9 after "other persons".

10 (ii) Section 203(0(7) of such Act is amended by inserting

11 "(excluding divorced spouses referred to in subsection (b)(2))"

12 after "all persons".

13 (2) Section 203(d)(1) of such Act is amended—

14 (A) by inserting "(A)" after "(d)(1)"; and

15 (B) by adding at the end thereof the following

16 new subparagraph:

17 "(B) When any divorced spouse is entitled to monthly

18 benefits under section 202 (b) or (c) for any month, the bene-

19 fit to which he or she is entitled for such month on the basis

20 of the wages and self-employment income of the individual

21 entitled to old-age insurance benefits referred to in subpara-

22 graph (A) shall be determined without regard to this para-

23 graph, and the benefits of all other individuals who are enti-

24 tled for such month to monthly benefits under section 202 on

25 the basis of the wages and self-employmnent income of such
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1 individual referred to in subparagraph (A) shall be determined

2 as if no such divorced spouse were entitled to benefits for

3 such month.":

4 (c)(1) The amendments made by subsection (a) shall

5 apply with respect to monthly insurance benefits for months

6 after December 1984, but only on the basis of applications

7 filed on or after January 1, 1985.

8 (2) The amendments made by subsection (b) shall apply

9 with respect to monthly insurance benefits for months after

10 December 1984.

11 INDEXING OF DEFERRED SURVIVING SPOUSE'S BENEFITS

12 TO RECENT WAGE LEVELS

13 SEC. 133. (a)(1) Section 202(e)(2) of the Social Security

14 Act is amended—

15 (A) by redesignating subparagraph (B) as subpara-

16 graph (D); and

17 (B) by striking out "(2)(A) Except" and all that

18 follows down through "If such deceased individual"

19 and inserting in lieu thereof the following:

20 "(2)(A) Except as provided in subsection (q), paragraph

21 (8) of this subsection, and subparagraph (1T) of this para-

22 graph, such widow's insurance benefit for each month shall

23 be equal to the primary insurance amount (as determined for

24 purposes of this subsection after application of subparagraphs

25 (B) and (C)) of such deceased individual.
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1 "(B)(i) For purposes of this subsection, in any case in

2 which such deceased individual dies before attaining age 62

3 and section 215(a)(1) (as in effect after December 1978) is

4 applicable in determining such individual's primary insurance

5 amount—

6 "(1) such primary insurance amount shall be de-

7 termined under the formula set forth in section

8 215(a)(1)(B)(i) and (ii) which is applicable to individuals

9 who initially become eligible for old-age insurance

10 benefits in the second year after the year specified in

11 clause (ii),

12 "(II) the year specified in clause (ii) shall be sub-

13 stituted for the second calendar year specified in sec-

14 tion 215(b)(3)(A)(ii)(I), and

15 "(III) such primary insurance amount shall be in-

16 creased under section 2 15(i) as if it were the primary

17 insurance amount referred to in section

18 215(i)(2)(A)(ii)(ll), except that it shall be increased only

19 for years beginning after the first year after the year

20 specified in clause (ii).

21 "(ii) The year specified in this clause is the earlier of—

22 "(11) the year in which the deceased individual at-

23 tamed age 60, or would have attained age 60 had he

24 lived to that age, or
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1 "(II) the second year preceding the year in which

2 the widow or surviving divorced wife first meets the

3 requirements of paragraph (1)(B) or the second year

4 preceding the year in which the deceased individual

5 died, whichever is later.

6 "(iii) This subparagraph shall apply with respect to any

7 benefit under this subsection only to the extent its application

8 does not result in a primary insurance amount for purposes of

9 this subsection which is less than the primary insurance

10 amount otherwise determined for such deceased individual

11 under section 215.

12 "(C) H such deceased individual".

13 (2) Section 202(e) of such Act (as amended by para-

14 graph (1) of this subsection) is further amended—

15 (A) in paragraph (1)(D) and in the matter in para-

16 graph (1) following subparagraph (F)(ii), by inserting

17 "(as determined after application of subparagraphs (B)

18 and (C) of paragraph (2))" after "primary insurance

19 amount"; and

20 (B) in paragraph (2)(D)(ii), by inserting "(as deter-

21 mined without regard to subparagraph (C))" after "pri-

22 mary insurance amount".

23 (b)(1) Section 202(0(3) of such Act is amended—

24 (A) by redesignating subparagraph (B) as subpara-

25 graph (I)); and
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1 (B) by striking out "(3)(A) Except" and all that

2 follows down through "If such deceased individual"

3 and inserting in lieu thereof, the following:

4 "(3)(A) Except as provided in subsection (q), paragraph

5 (2) of this subsection, and subparagraph (B) of this para-

6 graph, such widower's insurance benefit for each month shall

7 be equal to the primary insurance amount (as determined for

8 purposes of this subsection after application of subparagraphs

9 (B) and (0)) of such deceased individual.

10 "(B)(i) For purposes of this subsection, in any case in

11 which uch deceased individual dies before attaining age 62

12 and section 215(a)(1) (as in effect after December 1978) is

13 applicable in determining such individual's primary insurance

14 amount—

15 "U) such primary insurance amount shall be de-

16 termined under the formula set forth in section

17 215(a)(1)(B) (i) and (ii) which is applicable to individ-

18 uals who initially become eligible for old-age insurance

19 benefits in the second year after the year specified in

20 clause (ii),

21 "(II) the year specified in clause (ii) shall be sub-

22 stituted for the second calendar year specified in sec-

23 tion 215(b)(3)(A)(ii)(1), and

24 "(III) such primary insurance amount shall be in-

25 creased under section 2 15(i) as if it were the primary
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1 insurance amount referred to in section

2 215(i)(2)(A)(ii)(ll), except that it shall be increased only

3 for years beginning after the first year after the year

4 specified in clause (ii).

5 "(ii) The year specified in this clause is the earlier of—

6 "U) the year in which the deceased individual at-

7 tamed age 60, or would have attained age 60 had she

8 lived to that age, or

9 "(II) the second year preceding the year in which

10 the widower first meets the requirements of paragraph

11 (1)(B) or the second year preceding the year in which

12 the deceased individual died, whichever is later.

13 "(iii) This subparagraph shall apply with respect to any

14 benefit under this subsection only to the extent its application

15 does not result in a primary insurance amount for purposes of

16 this subsection which is less than the primary insurance

17 amount otherwise determined for such deceased individual

18 under section 215.

19 "(C) If such deceased individual".

20 (2) Section 202(f) of such Act (as amended by paragraph

21 (1) of this subsection) is further amended—

22 (A) in paragraph (1)(D) and in the matter in para-

23 graph (1) following subparagraph (F)(ii), by inserting

24 "(as determined after application of subparagraphs (B)
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1 and (C) of paragraph (3))" after "primary insurance

2 amount"; and

3 (B) in paragraph (3)(D)(ii), by inserting "(as deter-

4 mined without regard to subparagraph (C))" after "pri-

5 mary insurance amount".

6 (c) The amendments made by this section shall apply

7 with respect to monthly insurance benefits for months after

8 December 1984 for individuals who first meet all criteria for

9 entitlement to benefits under section 202 (e) or (0 of the

10 Social Security Act (other than making application for such

11 benefits) after December 1984.

12 LIMITATION ON BENEFIT REDUCTION FOR EARLY RETIRE-

13 MENT IN CASE OF DISABLED WIDOWS AND WIDOW-

14 ERS

15 SEC. 134. (a)(1) Section 202(q)(1) of the Social Security

16 Act is amended by striking out the semicolon at the end of

17 subparagraph (B)(ii) and all that follows and inserting in lieu

18 thereof a period.

19 (2)(A) Section 202(q)(6) of such Act is amended to read

20 as follows:

21 "(6) For purposes of this subsection, the 'reduction

22 period' for an individual's old-age, wife's, husband's,

23 widow's, or widower's insurance benefit is the period—

24 "(A) beginning—

HR 190('
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1 "(i) in the case of an old-age or husband's in-

2 surance benefit, with the first day of the first

3 month for which such individual is entitled to such

4 benefit,

5 "(ii) in the case of a wife's insurance benefit,

6 with the first day of the first month for which a

7 certificate described in paragraph (5)(A)(i) is effec-

8 tive, or

9 "(iii) in the case of a widow's or widower's

10 insurance benefit, with the first day of the first

11 month for which such individual is entitled to such

12 benefit or the first day of the month in which such

13 individual attains age 60, whichever is the later,

14 and

15 '"(B) ending with the last day of the month before

16 the month in which such individual attains retirement

17 age.".

18 (B) Section 202(q)(3)(G) of such Act is amended by

19 striking out "paragraph (6)(A) (or, if such paragraph does not

20 apply, the period specified in paragraph (6)(B))" and inserting

21 in lieu thereof "paragraph (6)".

22 (C) Section 202(q) of such Act is further amended, in

23 paragraphs (1)(B)(i), (3)(E)(ii), and (3XF)(ii)(I), by striking out

24 "paragraph (6)(A)" and inserting in lieu thereof "paragraph

25 (6)".
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1 (3) Section 202(q)(7) of such Act is amended by striking

2 out the matter preceding subparagraph (A) and inserting in

3 lieu thereof the following:

4 "(7) For purposes of this subsection, the 'adjusted re-

5 duction period' for an individual's old-age, wife's, husband's,

6 widow's, or widower's insurance benefit is the reduction

7 period prescribed in paragraph (6) for such benefit, exclud-

8 ing—".

9 (4) Section 202(q)(10) of such Act is amended—

10 (A) in that part of the second sentence preceding

11 clause (A), by striking out "or an additional adjusted

12 reduction period";

13 (B) in clauses (B)(i) and (C)(i), by striking out ",

14 plus the number of months in the adjusted additional

15 reduction period multipled by /24o of 1 percent";

16 (C) in clause (B)(ii), by striking out "plus the

17 number of months in the additional reduction period

18 multiplied by 4%4Ø of 1 percent,"; and

19 (B) in clause (C)(ii), by striking out "plus the

20 number of months in the adjusted additional reduction

21 period multiplied by /24o of 1 percent.".

22 (b) Section 202(m)(2)(B) of such Act (as applicable after

23 the enactment of section 2 of Public Law 97—123) is amend-

24 ed by striking out "subsection (q)(6)(A)(ii)" and inserting in

25 lieu thereof "subsection (q)(6)(B)".



74

1 (c) The amendments made by this section shall apply

2 with respect to benefits for months after December 1983.

3 PART E—MECHAMSMS To ASSURE CONTINUED BENEFIT

4 PAYMENTS IN UNEXPECTEDLY ADVERSE CONDITIONS

5 NORMALIZED CREDITING OF SOCIAL SECURITY TAXES TO

6 TRUST FUNDS

7 SEC. 141. (a)(1) The last sentence of section 201(a) of

8 the Social Security Act is amended—

9 (A) by striking out "from time to time" each

10 place it appears and inserting in lieu thereof "monthly

11 on the first day of each calendar month"; and

12 (B) by striking out "paid to or deposited into the

13 Treasury" and inserting in lieu thereof "to be paid to

14 or deposited into the Treasury during such month".

15 (2) Section 201(a) of such Act is further amended by

16 adding at the end thereof the following new sentence: "All

17 amounts transferred to either Trust Fund under the preced-

18 ing sentence shall be invested by the Managing Trustee in

19 the same manner and to the same extent as the other assets

20 of such Trust Fund; and such Trust Fund shall pay interest

21 to the general fund on the amount so transferred on the first

22 day of any month at a rate (calculated on a daily basis, and

23 applied against the difference between the amount so trans-

24 ferred on such first day and the amount which would have

25 been transferred to the Trust Fund up to that day under the
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1 procedures in effect on January 1, 1983) equal to the rate

2 earned by the investments of such Fund in the same month

3 under subsection (d).".

4 (b)(1) The last sentence of section 18 17(a) of such Act is

5 amended—

6 (A) by striking out "from time to time" and in-

7 serting in lieu thereof "monthly on the first day of

8 each calendar month"; and

9 (B) by striking out "paid to or deposited into the

10 Treasury" and inserting in lieu thereof "to be paid to

11 or deposited into the Treasury during such month".

12 (2) Section 1817(a) of such Act is further amended by

13 adding at the end thereof the following new sentence: "All

14 amounts transferred to the Trust Fund under the preceding

15 sentence shall be invested by the Managing Trustee in the

16 same manner and to the same extent as the other assets of

17 the Trust Fund; and the Trust Fund shall pay interest to the

18 general fund on the amount so transferred on the first day of

19 any month at a rate (calculated on a daily basis, and applied

20 against the difference between the amount so transferred on

21 such first day and the amount which would have been trans-

22 ferred to the Trust Fund up to that day under the procedures

23 in effect on January 1, 1983) equal to the rate earned by the

24 investments of the Trust Fund in the same month under sub-

25 section (c).".
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1 (c) The amendments made by this section shall become

2 effective on the first day of the month following the month in

3 which this Act is enacted.

4 INTERFUND BORROWING EXTENSION

5 SEC. 142. (a) Sections 201(1)(1) and 1817(j)(1) of the

6 Social Security Act are each amended by striking out "Janu-

7 ary 1983" and inserting in lieu thereof "January 1, 1988".

8 (b) Sections 201(1)(3) and 1817(j)(3) of such Act are

9 each amended by inserting before the period at the end there-

10 of the following: "; but the full amount of all such loans

11 (whether made before or after January 1, 1983) shall be

12 repaid at the earliest feasible date and in any event no later

13 than December 31, 1989.".

14 RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY

15 INADEQUATE BALANCES IN THE SOCIAL SECURITY

16 TRUST FUNDS

17 SEC. 143. Title VII of the Social Security Act is

18 amended by adding at the end thereof the following new sec-

19 tion:

20 "RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY

21 INADEQUATE BALANCES IN THE SOCIAL SECURITY

22 TRUST FUNDS

23 "SEC. 709. If the Board of Trustees of the Federal Old-

24 Age and Survivors Insurance Trust Fund, the Federal Dis-

25 ability Insurance Trust Fund, the Federal Hospital Insurance
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1 Trust Fund, or the Federal Supplementary Medical Insur-

2 ance Trust Fund determines at any time that the balance of

3 such Trust Fund may become inadequate to assure the timely

4 payment of benefits from such Trust Fund, the Board shall

5 promptly submit to each House of the Congress a report set-

6 ting forth its recommendations for statutory adjustments af-

7 fecting the receipts and disbursements to and from such Trust

8 Fund necessary to remedy such inadequacy, with due regard

9 to the economic conditions which created such inadequacy

10 and the amount of time necessary to alleviate such inadequa-

11 cy in a prudent manner.".

12 PART F—OTHER FINCING AMENDMENTS

13 FINANCING OF NONCONTRIBUTORy MILITARY WAGE

14 CREDITS

15 SEC. 151. (a) Section 217(g) of the Social Security Act

16 is amended to read as follows:

17 "Appropriation to Trust Funds

18 "(g)(1) Within thirty days after the date of the enact-

19 ment of the Social Security Amendments of 1983, the Secre-

20 tary shall determine the amount equal to the excess of—

21 "(A) the actuarial present value as of such date of

22 enactment of the past and future benefit payments from

23 the Federal Old-Age and Survivors Insurance Trust

24 Fund, the Federal Disability Insurance Trust Fund,

25 and the Federal Hospital Insurance Trust Fund under



78

1 this title and title XVIII, together with associated ad-

2 ministrative costs, resulting from the operation of this

3 section (other than this subsection) and section 210 of

4 this Act as in effect before the enactment of the Social

5 Security Act Amendments of 1950, over

6 "(B) any amounts previously transferred from the

7 general fund of the Treasury to such Trust Funds pur-

8 suant to the provisions of this subsection as in effect

9 immediately before the date of the enactment of the

10 Social Security Act Amendments of 1983.

11 Such actuarial present value shall be based on the relevant

12 actuarial assumptions set forth in the report of the Board of

13 Trustees of each such Trust Fund for 1983 under sections

14 201(c) and 1817(b). Within thirty days after the date of the

15 enactment of the Social Security Act Amendments of 1983,

16 the Secretary of the Treasury shall transfer the amount de-

17 termined under this paragraph with respect to each such

18 Trust Fund to such Trust Fund from amounts in the general

19 fund of the Treasury not otherwise appropriated.

20 "(2) The Secretary shall revise the amount determined

21 under paragraph (1) with respect to each such Trust Fund in

22 1985 and each fifth year thereafter, as determined appropri-

23 ate by the Secretary from data which becomes available to

24 him after the date of the determination under paragraph (1)

25 on the basis of the amount of benefits and administrative ex-
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1 penses actually paid from such Trust Fund under this title or

2 title XSTIH and the relevant actuarial assumptions set forth

3 in the report of the Board of Trustees of such Trust Fund for

4 such year under section 201(c) or 1817(b). Within 30 days

5 after any such revision, the Secretary of the Treasury, to the

6 extent provided in advance in appropriation Acts, shall trans-

7 fer to such Trust Fund, from amounts in the general fund of

8 the Treasury not otherwise appropriated, or from such Trust

9 Fund to the general fund of the Treasury, such amounts as

10 the Secretary of the Treasury determines necessary to com-

11 pensate for such revision.".

12 (b)(1) Section 229(b) of such Act is amended to read as

13 follows:

14 "(b) There are authorized to be appropriated to each of

15 the Trust Funds, consisting of the FederalOld-Age and Stir-

16 vivors Insurance Trust Fund, the Federal Disability Insur-

17 ance Trust Fund, and the Federal Hospital Insurance Trust

18 Fund, for transfer on July 1 of each calendar year to such

19 Trust Fund from amounts in the general fund in the Treasury

20 not otherwise appropriated, an amount equal to the total of

21 the additional amounts which would be appropriated to such

22 Trust Fund for the fiscal year ending September 30 of such

23 calendar year under section 201 or 1817 of this Act if the

24 amounts of the additional wages deemed to have been paid

25 for such calendar year by reason of subsection (a) constituted
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1 remuneration for employment (as defined in section 3121(b)

2 of the Internal Revenue Code of 1954) for purposes of the

3 taxes imposed by sections 3101 and 3111 of the Internal

4 Revenue Code of 1954. Amounts authorized to be appropri-

5 ated under this subsection for transfer on July 1 of each cal-

6 endar year shall be determined on the basis of estimates of

7 the Secretary of the wages deemed to be paid for such calen-

8 dar year under subsection (a); and proper adjustments shall

9 be made in amounts authorized to be appropriated for subse-

10 quent transfer to the extent prior estimates were in excess of

11 or were less than such wages so deemed to be paid.".

12 (2) The amendment made by paragraph (1) shall be ef-

13 fective with respect to wages deemed to have been paid for

14 calendar years after 1982.

15 (3)(A) Within thirty days after the date of the enactment

16 of this Act, the Secretary of Health and Human Services

17 shall determine the additional amounts which wouJd have

18 been appropriated to the Federal Old-Age and Survivors In-

19 surance Trust Fund, the Federal Disability Insurance Trust

20 Fund, and the Federal Hospital Insurance Trust Fund under

21 sections 201 and 1817 of the Social Security Act if the addi-

22 tional wages deemed to have been paid under section 229(a)

23 of the Social Security Act prior to 1983 had constituted re-

24 muneration for employment (as defined in section 3121(b) of

25 the Internal Revenue Code of 1954) for purposes of the taxes
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1 imposed by sections 3101 and 3111 of the Internal Revenue

2 Code of 1954, and the amount of interest which would have

3 been earned on such amounts if they had been so appropr-

4 ated.

5 (B)(i) Within thirty days after the date of the enactmedt

6 of this Act, the Secretary of the Treasury shall transfer to

7 each such Trust Fund, from amounts in the general fund of

8 the Treasury not otherwise appropriated, an amount equal to

9 the amount determined with respect to such Trust Fund

10 under subparagraph (A), less any amount appropriated to

11 such Trust Fund pursuant to the provisions of section 229(b)

12 of the Social Security Act prior to the date of the determina-

13 tion made under paragraph (1) with respect to wages deemed

14 to have been paid for calendar years prior to 1983.

15 (ii) The Secretary of Health and Human Services shall

16 revise the amount determined under clause (i) with respect to

17 each such Trust Fund within one year after the date of the

18 transfer made to such Trust Fund under clause (i), as deter-

19 mined appropriate by such Secretary from data which be-

20 comes available to him after the date of the transfer under

21 clause (i). Within 30 days after any such revision, the Secre-

22 tary of the Treasury shall transfer to such Trust Fund, from

23 amounts in the general fund of the Treasury not otherwise

24 appropriated, or from such Trust Fund to the general fund of

25 the Treasury, such amounts as the Secretary of Health and
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1 Human Services certifies as necessary to compensate for

2 such revision.

3 ACCOUNTING FOR CERTAIN UNNEGOTIATED CHECKS FOR

4 BENEFITS UNDER THE SOCIAL SECURITY PROGRAM

5 SEC. 152. (a) Section 201 of the Social Security Act (as

6 amended by section 143 of this Act) is further amended by

7 adding at the end thereof the following new subsection:

8 "(n)(1) The Secretary of the Treasury shall implement

9 procedures to permit the identification of each check issued

10 for benefits under this title that has not been presented for

11 payment by the close of the sixth month following the month

12 of its issuance.

13 "(2) The Secretary of the Treasury shall, on a monthly

14 basis, credit each of the Trust Funds for the amount of all

15 benefit checks (including interest thereon) drawn on such

16 Trust Fund more than 6 months previously but not presented

17 for payment and not previously credited to such Trust Fund.

18 "(3) If a benefit check is presented for payment to the

19 Treasury and the amount thereof has been previously cred-

20 ited pursuant to paragraph (2) to one of the Trust Funds, the

21 Secretary of the Treasury shall nevertheless pay such check,

22 if otherwise proper, recharge such Trust Fund, and notify the

23 Secretary of Health and Human Services.

24 "(4) A benefit check bearing a current date may be

25 issued to an individual who did not negotiate the original
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1 benefit check and who surrenders such check for cancellation

2 if the Secretary of the Treasury determines it is necessary to

3 effect proper payment of benefits.".

4 (b) The amendment made by subsection (a) shall apply

5 with respect to all checks for benefits under title II of the

6 Social Security Act which are issued on or after the first day

7 of the twenty-fourth month following the month in which this

8 Act is enacted.

9 (c)(1) The Secretary of the Treasury shall transfer from

10 the general fund of the Treasury to the Federal Old-Age and

11 Survivors Insurance Trust Fund and to the Federal Disabil-

12 ity Insurance Trust Fund, in the month following the month

13 in which this Act is enacted and in each of the succeeding 30

14 months, such sums as may be necessary to reimburse such

15 Trust Funds in the. total amount of all checks (including in-

16 terest thereon) which he and the Secretary of Health and

17 Human Services jointly determine to be unnegotiated benefit

18 checks. After any amounts authorized by this subsection have

19 been transferred to a Trust Fund with respect to any benefit

20 check, the provisions of paragraphs (3) and (4) of section

21 201(m) of the Social Security Act (as added by subsection (a)

22 of this section) shall be applicable to such check.

23 (2) As used in paragraph (1), the term "unnegotiated

24 benefit checks" means checks for benefits under title II of the

25 Social Security Act which are issued prior to the twenty-
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1 fourth month following the month in which this Act is en-

2 acted, which remain unnegotiated after the sixth month fol-

3 lowing the date on which they were issued, and with respect

4 to which no transfers have previously been made in accord-

5 ance with the first sentence of such paragraph.

6 TITLE 11—ADDITIONAL PROTISIONS RELATING

7 TO LONG-TERM FINANCING OF TI[E SOCIAL

8 SECURITY SYSTEM

9 ADJ1JSTMENTS IN OASDI BENEFIT FORMULA

10 SEC. 201. (a) Section 215(a)(1)(A) of the Social Security

11 Act is amended by striking out "90 percent" in clause (i),

12 "32 percent" in clause (ii), and "15 percent" in clause (iii)

13 and inserting in lieu thereof in each instance "the applicable

14 percentage (determined under paragraph (8))".

15 (b) The first sentence of section 215(a)(7)€B) of such Act

16 (as added by section 113(a) of this Act) is amended by strik-

17 ing out "61 percent" and inserting in lieu thereof "the appli-

18 cable percentage as determined under paragraph (8)".

19 (c) Section 215(a) of such Act is further amended by

20 adding at the end thereof (after the new paragraph added by

21 section 113 of this Act) the following new paragraph:

22 "(8) The 'applicable percentages' for purposes of clauses

23 (i), (ii), and (iii) of paragraph (1)(A), and the 'applicable per-

24 centage' for purposes of the first sentence of paragraph

25 (7)(B), shall be determined as follows:
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For individuals
who initially

become eligible
for old-age or

disability
insurance

benefits, or who
die (before

becoming eligible
for such benefits),

in—

The applicable percentage—

for purposes of
clause (i) of

paragraph (1)(A)
Is-

for purposes of
clause (ii) of

paragraph (1)(A)
Is—

for purposes of
clause (iii) of

paragraph (1)(A)
Is—

for purposes of the
first sentence of
paragraph (7)(B)

Is—

any year from
1979 through

1999

2000

2001

2002

2003

2004

2005

2006

2007 or
thereafter

90.0

89.4

88.8

88.2

87.6

87.0

86.4

85.8

85.2

32.0

31.8

31.6

31.4

31.1

30.9

30.7

30.5

30.3

15.0

14.9

14.8

14.7

14.6

14.5

14.4

14.3

14.2

61.0

60.6

60.2

59.8

59.4

59.0

58.6

58.2

57.7."

1 ADJuSTMENTS IN OASDI TAX RATES

2 SEC. 202. (a) Section 3 101(a) of the Internal Revenue

3 Code of 1954 (relating to rate of tax on employees for old-

4 age, survivors, and disability insurance), as amended by sec-

5 tion 123(a)(1) of this Act, is further amended by striking out

6 the last line of the table and inserting in lieu thereof the

7 following:

"1990 through 2014 6.2 percent
2015 or thereafter 6.44 percent."

8 (b) Section 3111(a) of such Code (relating to rate of tax

9 on employers for old-age, survivors, and disability insurance),

10 as amended by section 123(a)(2) of this Act, is further

11 amended by striking out the last line of the table and insert-

12 ing in lieu thereof the following:
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"1990 through 2014 . 6.2 percent
2015 or thereafter 6.44 percent."

1 (c) Section 140 1(a) of such Code (relating to rate of tax

2 on self-employment income for old-age, survivors, and dis-

3 ability insurance), as amended by section 124(a) of this Act),

4 is further amended by striking out the last line of the table

5 and inserting in lieu thereof the following:

"December 31, 1989 January 1, 2015 12.40
December 31, 2014 12.88."

6 (d) The amendments made by this section shall apply to

7 remuneration paid, and taxable years beginning, after De-

8 cember 31, 2014.

9 TITLE rn—MISCELLANEOUS AND TECIINTCkL

10 S PROVISIONS

11 Pr A—CASH MANAGEMENT

12 FLOAT PERIODS

13 SEC. 301. (a) The Secretary of Health and Human

14 Services and the Secretary of the Treasury shall jointly Un-

15 dertake, as soon as possible after the date of the enactment of

16 this Act, a thorough study with respect to the period of time

17 (hereafter in this section referred to as the "float period")

18 between the issuance of checks from the general fund of the

19 Treasury in payment of monthly insurance benefits under

20 title II of the Social Security Act and the transfer to the

21 general fund from the Federal Old-Age and Survivors Insur-

22 ance Trust Fund or the Federal Disability Insurance Trust

23 Fund, as applicable, of the amounts necessary to compensate
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1 the general fund for the issuance of such checks. Each such

2 Secretary shall consult the other regularly during the course

3 of the study and shall, as appropriate, provide the other with

4 such information and assistance as he may require.

5 (b) The study shall include—

6 (1) an investigation of the feasibility and desirabil-

7 ity of maintaining the float periods which are allowed

8 as of the date of the enactment of this section in the

9 procedures governing the payment of monthly insur-

10 ance benefits under title II of the Social Security Act,

11 and of the general feasibility and desirability of making

12 adjustments in such procedures with respect to float

13 periods; and

14 (2) a separate investigation of the feasibility and

15 desirability of providing, as a specific form of adjust-

16 ment in such procedures with respect to float periods,

17 for the transfer each day to the general fund of the

18 Treasury from the Federal Old-Age and Survivors In-

19 surance Trust Fund and the Federal Disability Insur-

20 ance Trust Fund, as appropriate, of amounts equal to

21 the amounts of the checks referred to in subsection (a)

22 which are paid by the Federal Reserve Banks on such

23 day.

24 (c) In conducting the study required by subsection (a),

25 the Secretaries shall consult, as appropriate, the Director of
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1 the Office of Management and Budget, and the Director shall

2 provide the Secretaries with such information and assistance

3 as they may require. The Secretaries shall also solicit the

4 views of other appropriate officials and organizations.

5 (d)(1) Not later than six months after the date of the

6 enactment of this Act, the Secretaries shall submit to the

7 President and the Congress a report of the findings of the

8 investigation required by subsection (b)(1), and the Secretary

9 of the Treasury shall by regulation make such adjustments in

10 the procedures governing the payment of monthly insurance

11 benefits under title II of the Social Security Act with respect

12 to float periods (other than adjustments in the form described

13 in subsection (b)(2)) as may have been found in such investi-

14 gation to be necessary or appropriate.

15 (2) Not later than twelve months after the date of the

16 enactment of this Act, the Secretaries shall submit to the

17 President and the Congress a report of the findings of the

18 separate investigation required by subsection (b)(2), together

19 with their recommendations with respect thereto; and, to the

20 extent necessary or appropriate to carry out such recommen-

21 dations, the Secretary of the Treasury shall by regulation

22 make adjustments in the procedures with respect to float pe-

23 nods in the form described in such subsection.

24 SEC. 302. (a) Section 218(j) of the Social Security Act

25 is amended—
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1 (1) by inserting "(1)" after "(j)",

2 (2) by striking out "the rate of 6 per centum per
3 annum" and inserting in lieu thereof "the applicable

4 rate determined in accordance with paragraph (2)",
5 and

6 (3) by adding at the end thereof the following new

7 paragraph:

8 "(2) For purposes of paragraph (1), the rate of interest

9 applicable to late payments outstanding during the six-month

10 period beginning on January 1, 1984, shall be 9.0 percent

11 per annum. The rate of interest applicable to late payments

12 outstanding during the six-month period beginning on July 1,
13 1984, and subsequent six-month periods beginning on Janu-

14 ary 1 or July 1 thereafter, shall be determined by the Secre-

15 tary of the Treasury not later than 15 days after the end of
16 the base period described in the following sentence and shall

17 be an annual rate equal to the average (rounded to the near-
18 est full percent, or the next higher percent if it is a multiple
19 of 0.5 percent but not of 1.0 percent) of the annual rates of
20 interest applicable to the special obligations issued to the
21 Trust Funds (in accordance with section 201(d)) in each
22 month of such base period. The 'base period' for the rate
23 effective on January 1 of a year is the six-month period
24 ending on the immediately preceding September 30, and the
25 base period for the rate effective on July 1 of a year is the

HR 1900
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1 six-month period ending on the immediately preceding March

2 31.".

3 (b) The amendments made by this section shall apply

4 with respect to payments made after December 31, 1983,

5 under an agreement pursuant to section 218 of the Social

6 Security Act.

7 TRUST FUND INVESTMENT PROCEDURES

8 SEC. 303. (a)(1) Section 201(d) of the Social Security

9 Act is amended by striking out the second and third sen-

10 tences and inserting in lieu thereof the following: "Such in-

11 vestments may be made only in interest-bearing public-debt

12 obligations of the United States which are issued exclusively

13 for purchase by the Trust Funds under title 31 of the United

14 States Code.".

15 (2) The fifth sentence of such section 201(d) is amended

16 to read as follows: "Such obligations shall be redeemable at

17 par plus accrued interest at any time, and shall bear interest

18 in any month (including the month of issue) at a rate equiva-

19 lent to either (1) the average market yield (determined by the

20 Managing Trustee on the basis of market quotations as of the

21 end of each business day of the preceding month) on all mar-

22 ketable interest-bearing obligations of the United States then

23 forming a part of the public debt (other than 'flower bonds')

24 which are not due or callable until after the expiration of 4

25 years from the end of such preceding month, or (2) the aver-
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91

1 age market yield (so determined) on all such obligations

2 which are due or callable 4 years or less from the end of such

3 preceding month, whichever average market yield (with re-

4 spect to the month involved) is larger; except that where

5 such equivalent interest rate is not a multiple of one-eighth of

6 1 percent, the rate of interest on the obligations involved

7 shall be the multiple of one-eighth of 1 percent nearest such

8 equivalent rate.".

9 (3) Section 201(d) of such Act is further amended by

10 striking out the last sentence, and by inserting in lieu thereof

11 the following: "For purposes of the preceding sentence, the

12 term 'flower bond' means a United States Treasury bond

13 which was issued before March 4, 1971, and which may, at

14 the option of the duly constituted representative of the estate

15 of a deceased individual, be redeemed in advance of maturity

16 and at par (face) value plus accrued interest to the date of

17 payment if (i) it was owned by such deceased individual at

18 the time of his death, (ii) it is part of the estate of such de-

19 ceased individual, and (iii) such representative authorizes the

20 Secretary of the Treasury to apply the entire proceeds of the

21 redemption of such bond to the payment of Federal estate

22 taxes.".

23 (b)(1) Section 1817(c) of such Act is amended by strik-

24 ing out the second and third sentences and inserting in lieu

25 thereof the following: "Such investments may be made only
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1 in interest-bearing public-debt obligations of the United

2 States which are issued exclusively for purchase by the Trust

3 Funds under title 31 of the United States Code.".

4 (2) The fifth sentence of such section 1817(c) is amend-

5 ed to read as follows: "Such obligations shall be redeemable

6 at par plus accrued interest at any time, and shall bear inter-

7 est in any month (including the month of issue) at a rate

8 equivalent to either (1) the average market yield (determined

9 by the Managing Trustee on the basis of market quotations as

10 of the end of each business day of the preceding month) on all

11 marketable interest-bearing obligations of the United States

12 then forming a part of the public debt (other than 'flower

13 bonds') which are not due or callable until after the expira-

14 tion of 4 years from the end of such preceding month, or (2)

15 the average market yield (so determined) on all such obliga-

16 tions which are due or callable 4 years or less from the end of

17 such preceding month, whichever average market yield (with

18 respect to the month involved) is larger; except that where

19 such equivalent interest rate is not a multiple of one-eighth of

20 1 percent, the rate of interest on the obligations involved

21 shall be the multiple of one-eighth of 1 percent nearest such

22 equivalent rate.".

23 (3) Section 1817(c) of such Act is further amended by

24 striking out the last sentence, and by inserting in lieu thereof

25 the following: "For purposes of the preceding sentence, the
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1 term 'flower bond' means a United States Treasury bond

2 which was issued before March 4, 1971, and which may, at

3 the option of the duly constituted representative of the estate

4 of a deceased individual, be redeemed in advance of maturity

5 and at par (face) value plus accrued interest to the date of

6 payment if (i) it was owned by such deceased individual at

7 the time of his death, (ii) it is part of the estate of such de-

8 ceased individual, and (iii) such representative authorizes the

9 Secretary of the Treasury to apply the entire procc eds of the

10 redemption of such bond to the payment of Federal estate

11 taxes.".

12 (c)(1) Section 1841(c) of such Act is amended by striking

13 out the second and third sentences and inserting in lieu there-

14 of the following: "Such investments may be made only in

15 interest-bearing public-debt obligations of the United States

16 which are issued exclusively for purchase by the Trust Funds

17 under title 31 of the United States Oode.".

18 (2) The fifth sentence of such section 184 1(c) is amend-

19 ed to read as follows: "Such obligations shall be redeemable

20 at par plus accrued interest at any time, and shall bear inter-

21 est in any month (including the month of issue) at a rate
22 equivalent to either (1) the average market yield (determined

23 by the Managing Trustee on the basis of market quotations as

24 of the end of each business day of the preceding month) on all

25 marketable interest-bearing obligations of the United States
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1 then forming a part of the public debt (other than 'flower

2 bonds') which are not due or callable until after the expira-

3 tion of 4 years from the end of such preceding month, or (2)

4 the average market yield (so determined) on all such obliga-

5 tions which are due or callable 4 years or less from the end of

6 such preceding month, whichever average market yield (with

7 respect to the month involved) is larger; except that where

8 such equivalent interest rate is not a multiple of one-eighth of

9 1 percent, the rate of interest on the obligations involved

10 shall be the multiple of one-eighth of 1 percent nearest such

11 equivalent rate.".

12 (3) Section 1841(c) of such Act is further amended by

13 striking out the last sentence, and by inserting in lieu thereof

14 the following: "For purposes of the preceding sentence, the

15 term 'flower bond' means a United States Treasury bond

16 which was issued before March 4, 1971, and which may, at

17 the option of the duly constituted representative of the estate

18 of a deceased individual, be redeemed in advance of maturity

19 and at par (face) value plus accrued interest to the date of

20 payment if (i) it was owned by such deceased individual at

21 the time of his death, (ii) it is part of the estate of such de-

22 ceased individual, and (iii) such representative authorizes the

23 Secretary of the Treasury to apply the entire proceeds of the

24 redemption of such bond to the payment of Federal estate

25 taxes.".
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1 (d)(1) Not later than the date on which the amendments

2 made by this section become effective under subsection (f),

3 the Secretary of the Treasury shall—

4 (A) redeem at par plus accrued interest all out-

5 standing obligations of the United States issued under

6 the Second Liberty Bond Act or title 31 of the United

7 States Oode exclusively for purchase by (and then held

8 by) the Federal Old-Age Insurance Trust Fund, the

9 Federal Disability Insurance Trust Fund, the Federal

10 Hospital Insurance TrustFund, and the Federal Sup-

11 plementary Medical Insurance Trust Fund (hereinafter

12 in this subsection referred to as the "Trust Funds");

13 (B) redeem at market rates all "flower bonds" (as

14 defined in the last sentence of sections 201(d), 1817(c),

15 and 184 1(c) of the Social Security Act as amended by

16 this section) then held by the Trust Funds; and

17 (0) reinvest the proceeds (from the redemptions

18 required under subparagraphs (A) and (B)) in the

19 manner provided in such sections 201(d), 1817(c), and

20 1841(c) as amended by this section.

21 (2) Any other marketable obligations held by the Trust

22 Funds at the time of the redemptions required by paragraph

23 (1) shall continue to be so held until their maturity except to

24 the extent it is necessary to redeem or sell them before matu-
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1 rity (at the market price) in order to meet the benefit obliga-

2 tions of the Trust Fund or Funds involved.

3 (3) Sections 201(e), 1817(d), and 1841(d) of the Social

4 Security Act are repealed.

5 (e)(1) The next to last sentence of section 20 1(c) of such

6 Act is amended by striking out "Such report shall also in-

7 dude" and inserting in lieu thereof the following: "Such

8 report shall include an actuarial opinion by the Chief Actuary

9 of the Social Security Administration certifying that the tech-

10 niques and methodologies used are generally accepted within

11 the actuarial profession and that the assumptions and cost

12 estimates used are reasonable, and shall also include".

13 (2) Section 1817(b) of such Act is amended by inserting

14 immediately before the last sentence the following new sen-

15 tence: "Such report shall also include an actuarial opinion by

16 the Chief Acturial Officer of the Health Care Financing Ad-

17 ministration certifying that the techniques and methodologies

18 used are generally accepted within the actuarial profession

19 and that the assumptions and cost estimates used are reason-

20 able.".

21 (3) Section 1841(b) of such Act is amended by inserting

22 immediately before the last sentence the following new sen-

23 tence: "Such report shall also include an actuarial opinion by

24 the Chief Actuarial Officer of the Health Care Financing Ad-

25 ministration certifying that the techniques and methodologies
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1 used are generally accepted within the actuarial profession

2 and that the assumptions and cost estimates used are reason-

3 able.".

4 (4) Notwithstanding sections 201(c)(2), 1817(b)(2), and

5 1841(b)(2) of the Social Security Act, the annual reports of

6 the Boards of Trustees of the Trust Funds which are required

7 in the calendar year 1983 under those sections may be filed

8 at any time not later than forty-five days after the date of the

9 enactment of this Act.

10 (5) The amendments made by this subsection shall take

11 effect on the date of the enactment of this Act.

12 (f) Except as otherwise provided, the amendments made

13 by this section shall take effect on the first day of the first

14 month which begins more than thirty days after the date of

15 the enactment of this Act.

16 BUDGETARy TREATMENT OF TRUST FUND OPERATIONS

17 SEC. 304. (a)(1) Title VII of the Social Security Act (as

18 amended by section 143 of this Act) is further amended by

19 adding at the end thereof the following new section:

20 "BUDGETAy TREATMENT OF TRUST FUND OPERATIONS

21 "SEC. 710. The disbursements of the Federal Old-Age

22 and Survivors Insurance Trust Fund, the Federal Disability

23 Insurance Trust Fund, the Federal Hospital Insurance Trust

24 Fund, and the Federal Supplementary Medical Insurance

25 Trust Fund shall be treated as a separate major functional
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1 category in the budget of the United States Government as

2 submitted by the President and in the congressional budget,

3 and the receipts of such Trust Funds, including the taxes

4 imposed under sections 1401, 3101, and 3111 of the Internal

5 Revenue Oode of 1954, shall be set forth separately in such

6 budget.".

7 (2)(A) The amendment made by paragraph (1) shall

8 apply with respect to fiscal years beginning on or after Octo-

9 ber 1, 1984, and ending on or before September 30, 1988,

10 except that such amendment shall apply with respect to the

11 fiscal year beginning on October 1, 1983, to the extent it

12 relates to the congressional budget.

13 (b) Effective for fiscal years beginning on or after Octo-

14 ber 1, 1988, section 710 of such Act (as added by subsection

15 (a) of this section) is amended to read as follows:

16 "BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

17 "SEc. 710. (a) The receipts and disbursement of the

18 Federal Old-Age and Survivors Insurance Trust Fund, the

19 Federal Disability Insurance Trust Fund, and the Federal

20 Hospital Insurance Trust Fund and the taxes imposed under

21 sections 1401, 3101, and 3111 of the Internal Revenue Oode

22 of 1954 shall not be included in the totals of the budget of the

23 United States Government as submitted by the President or

24 of the congressional budget and shall be exempt from any

25 general budget limitation imposed by statute on expeiditures
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I and net lending (budget outlays) of the United States Govern-

2 ment.

3 "(b) The disbursements of the Federal Supplementary

4 Medical inurance Trust Fund shall be treated as a separate

5 major functional category in the budget of the United States

6 Government as submitted by the President and in the con-

7 gressional budget, and the receipts of such Trust Fund shall

8 be set forth separately in such budgets.".

9 PART B—ELIMINATION OF GENDER-BASED

10 DISTINCTIONS

11 DIVORCED HUSBANDS

12 SEC. 311. (a)(1) Section 202(c)(1) of the Social Security

13 Act is amended, in the matter preceding subparagraph (A).

14 by inserting "and every divorced husband (as defined in sec-

15 tion 216(d))" before "of an individual" and by inserting "or

16 such divorced husband" after "if such husband".

17 (2) Section 202(c)(1) of such Act is further amended—

18 (A) by striking out 'and" at the end of subpara-

19 graph (B);

20 (B) by redesignating subparagraph (C) as subpara-

21 graph (ID), and by inserting after subparagraph (B) the

22 following iiew subparagraph:

23 "(0) in the case of a divorced husband, is riot

24 married, and"; and
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1 (C) by striking out the matter following subpara-

2 graph OJ) (as so redesignated) aiid inserting in lieu

3 thereof the following:

4 "shall be entitled to a husband's insurance benefit for each

5 month, beginning with—

6 "(i) in the case of a husband or divorced husband

7 (as so defined) of an individual who is entitled to an

8 old-age insurance benefit, if such husband or divorced

9 husband has attained age 65, the first month in which

10 he meets the criteria specified in subparagraphs (A),

11 (B), (C), and (D), or

12 "(ii) in the case of a husband or divorced husband

13 (as so defined) of—

14 "(I) an individual entitled to old-age insur-

15 ance benefits, if such husband or divorced husband

16 has not attained age 65, or

17 "(II) an individual entitled to disability insur-

18 ance benefits,

19 the fir st month throughout which he is such a husband

20 or divorced husband and meets the criteria specified in

21 subparagraphs (B), (C), and (B) (if in such month he

22 meets the criterion specified in subparagraph (A)),

23 whichever is earlier, and ending with the month preceding

24 the month to which any of the following occurs:

25 "(E) he dies,
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1 "(F) such individual dies,

2 "(G) in the case of a husband, they are divorced

3 and either (i) he has not attained age 62, or (ii) he has

4 attained age 62 but has not been married to such mdi-

5 vidual for a period of 10 years immediately before the

6 divorce became effective,

7 "(H) in the case of a divorced husband, he mar-

8 ries a person other than such individual,

9 "(I) he becomes entitled to an old-age or disability

10 insurance benefit based on a primary insurance amount

11 which is equal to or exceeds one-half of the primary

12 insurance amount of such individual, or

13 "(J) such individual is not entitled t disability in-

14 surance benefits and is not entitled to old-age insur-
15 ance benefits.".

16 (3) Section 202(c)(3) of such Act is amended by insert-

17 ing "(or, in the case of a divorced husband, his former wife)"

18 before "for such month".

19 (4) Section 202(c) of such Act is further amended by

20 adding after paragraph (3) the following new paragraph:

21 "(4) In the case of any divorced husband who marries—
22 "(A) an individual entitled to benefits under sub-
23 section (b), (e), (g), or (h) of this section, or
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1 "(B) an individual who has attaiued the age of 18

2 and is entitled to benefits under 'ubsectioi (d), by

3 reason of paragraph (i)(B)(ii) thewof,

4 such divorced husband's entitlement to benefits under this

5 subsection, notwithstandiiig the provisions of paragraph (1)

6 (but subject to subsection (s)), shall not, be tenninated by

7 reason of such marriage.".

8 (5) Section 202(e) of such Act is further amended by

9 adding after paragraph (4) (as added by paragraph (4) of this

10 subsection) the following new paragraph

11 "(5)(A) flotwithstanding the preceding provisions of this

12 subsection, except as provided in subparagraph (B), the di-

13 vorced husband of an individual who is not entitled to old-age

14 or disability insuranee benefits, but who has attained age 62

15 and is a fully insured individual (as defined in section 214), if

16 such divorced husband—

17 "(i) meets the requirements of subparagraphs (A)

18 through D) of paragraph (1), and

19 "(ii) has been divorced from such insured individu-

20 al for not less than 2 years,

21 shall he eiititled to a husband's insurance benefit under this

22 subsection for each mouth, in such amount, and beginning

23 and ending with such months, as determined (under regula-

24' tions of the Secretary) in the manner otherwise provided for

25 husband's insurance benefits under this subsection, as ii such
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1 insured individual had become entitled to old-age insurance

2 benefits on the date on which the divorced husband first

3 meets the criteria for entitlement set forth in classes (i)and

4 (ii).

5 "(B) A husband's insurance benefit provided under this

6 paragraph which has not otherwise terminated in accordance

7 with subparagraph (E), (F), (H), or (I) of paragraph (1) shall

8 terminate with the month preceding the first month in which

9 the insured individual is no longer a fully insured individu-

10 al.".

11 (6) Section 202(c)(2)(A) of such Act is amended by in-

12 serting "(Or divorced husband)" after "payable to such hus-

13 band".

14 (7) Section 202(b)(3)(A) of such Act is amended by strik-

15 ing out "(f)" and inserting in lieu thereof "(c), (0,".

16 (8) Section 202(c)(1)(ID) of such Act (as redesignated by

17 paragraph (2) of this subsection) is amended by striking out

18 "his wife" and inserting in lieu thereof "such individual".

19 (9) Section 202(d)(5)(A) of such Act is amended by in-

2() serting "(c)," after "(b),".

21 (b)(1) Section 202(0(1) of such Act is amended, in the

22 matter preceding subparagraph (A), by inserting "and every

23 surviving divorced husband (as defined in section 216(d))"

24 before "of an individual" and by inserting "or such surviving

25 divorced husband" after "if such widower".
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1 (2) Section 202(0(1) of such Act is further amended by

2 striking out "his deceased wife" in subparagraph (IT)) and in

3 the matter following subparagraph (F) and inserting in lieu

4 thereof "such deceased individual".

5 (3) Section 202(0(3XB)(ii)(ll) of such Act (as amended

6 by section 133(b)(1XB) of this Act) is amended by inserting

7 "or surviving divorced husband" after "widower".

8 (4) Paragraph (3)W) of section 202(f) of such Act (as

9 redesignated by section 133(b)(1)(A) of this Act), and para-

10 graphs (4), (5), and (6) of such section (as redesignated by

11 section 131(b)(3)(A) of this Act), are each amended by insert-

12 ing "or surviving divorced husband" after "widower" wher-

13 ever it appears.

14 (5) Paragraph (3)W) of section 202(f) of such Act (as

15 redesignated by section 133(b)(1)(A) of this Act) is further

16 amended by striking out "wife" wherever it appears and in-

17 serting in lieu thereof "individual".

18 (6) Section 202(g)(3)(A) of such Act is amended by in-

19 serting "(c)," before "(0,".

20 (7) Section 202(h)(4)(A) of such Act is amended by in-

21 serting "(c)," before "(e),".

22 (c)(1) Section 216(d) of such Act is amended by redes-

23 ignating paragraph (4) as paragraph (6), and by inserting

24 after paragraph (3) the following new paragraphs:
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1 "(4) The term 'divorced husband' means a man divorced

2 from an individual, but only if he had been married to such

3 individual for a period of 10 years immediately before the

4 date the divorce became effective.

5 "(5) The term 'surviving divorced husband' means a

6 man divorced from an individual who has died, but only if he

7 had been married to the individual for a period of 10 years

8 immediately before the divorce became effective.".

9 (2) The heading of section 2 16(d) of such Act is amend-

10 ed to read as follows:

11 "DIVORCED SPOUSES; DIVORCE".

12 (d)(1) Section 205(b) of such Act is amended by insert-

13 ing "divorced husband," after "husband,", and by inserting

14 "surviving divorced husband," after "widower,".

15 (2) Section 205(c)(1)(C) of such Act is amended by in-

16 serting "surviving divorced husband," after "wife,".

17 REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE OF

18 ELIGIBILITy

19 SEC. 312. Section 202(f)(1)(A) of the Social Security

20 Act is amended by striking out "has not remarried" and in-

21 serting in lieu thereof "is not married".

22 ILLEGITIMATE CHILDREN

23 SEC. 313. (a) Section 216(h)(3) of the Social Security

24 Act is amended by inserting "mother or" before "father"

25 wherever it appears.
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I (b) Section 216(h)(3XA)(ii) of such Act is amended by

2 striking out all that follows "time" and inserting in lieu

3 thereof "such applicant?s application for benefits was filed;".

4 (c) Section 216(h)(3)(B)(ii) of such Act is amended by

5 striking out "such period of disability began" and inserting in

6 lieu thereof "such applicant's application for benefits was

7 filed".

8 (d) Section 216(h)(3) of such Act is further amended—

9 (1) by striking out "his" wherever it appears and

10 inserting in lieu thereof "his or her"; and

11 (2) by striking out "he" in subparagraph (B) and

12 inserting in lieu thereof "he or she".

13 TRANSiTIONAL INSURED STATUS

14 SEc. 314. (a) Section 227(a) of the Social Security Act

15 is amended—

16 (1) by striking out "wife" wherever it appears and

17 inserting in lieu thereof "spouse";

18 (2) by striking out "wife's" wherever it appears

19 and inserting in lieu thereof "spouse's";

20 (3) by striking out "she" wherever it appears and

21 inserting in lieu thereof "he or she";

22 (4) by striking out "his" and inserting in lieu

23 thereof "the"; and.

24 (5) by inserting "or section 202(c)" after "section

25 202(b)" wherever it appears.
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I (b) Section 227(b) and section 227(c) of such Act are

2 amended—

3 (1) by striking out "widow" wherever it appears

4 and inserting in lieu thereof "surviving spouse";

5 (2) by striking out "widow's" wherever it appears

(3 and inserting i.n lieu thereof "surviving spouse's";

7 (3) by striking out "her" wherever it appears and

8 inserting in lieu thereof "the"; and

9 (4) by inserting "or section 202(0" after "section

10 202(e)" wherever it appears.

11 (c) Section 216 of such Act is ameuided by inserting

12 before subsection (b) the following ew subsection:

13 "Spouse; Surviving Spouse

14 "(a)(i) The term 'spouse' means a wife as defined in

15 subsection (b) or a husband as defined in ithsection (0.

113 "(2) The. term 'surviving spouse' means a widow as de-

17 fined in subsection (c) or a widower as defined in subsection

18 (g).".

19 EQUALIZATION OF BENEFITS TiNDER SECTION 228

20 SEc. 315. (a) Section '228(b) of the Social Security Act

21 is a.mended•—-

22 (1) by striking out. "(1) Exeepi as provided in

23 paragraph (2), the" and inserting in lieu thereof

•

' ,'
24 fne ; and

25 () by striking out paragraph (2).
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1 (b) Section 228(c)(2) of such Act is amended by striking

2 out "(B) the larger of" and all that follows and inserting in

3 lieu thereof "(B) the benefit amount as determined without

4 regard to this subsection.".

5 (c) Section 228(c)(3) of such Act is amended to read as

B follows:

7 "(3) In the case of a husband or wife both of whom are

8 entitled to benefits under this section for any month, the

9 benefit amount of each spouse, after any reduction under

10 paragraph (1), shall be further reduced (but not below zero)

11 by the excess (if any) of (A) the total amount of any periodic

12 benefits under governmental pension systems for which the

13 other spouse is eligible for such month, over (B) the benefit

14 amount of such other spouse as determined after any reduc-

15 tion under paragraph (1).".

16 (d) Section 228 of such Act is further amended—

17 (1) by striking out "he" wherever it appears in

18 subsections (a) and (c)(1) and inserting in lieu thereof

19 "he or she"; and

20 (2) by striking out "his" in subsection (c)(4)(C)

21 and inserting in lieu thereof "his or her".

22 (e) The Secretary shall increase the amounts specified in

23 section 228 of the Social Security Act, as amended by this

24 section, to take into account any genera.! benefit increases (as

25 referred to in section 215(i)(3) of such Act), an.d any increases
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1 under section 215(i) of such Act, which have occurred after

2 June 1974 or may hereafter occur.

3 FATHER'S INSURANCE BENEFITS

4 SEC. 316. (a) Section 202(g) of the Social Security Act

5 is amended—

6 (1) by striking out "widow" wherever it appears

7 and inserting in lieu thereof "surviving spouse";

8 (2) by striking out "widow's" wherever it appears

9 and inserting in lieu thereof "surviving spouse's";

10 (3) by striking out "wife's insurance benefits" and

11 "he" in paragraph (1)(D) and inserting in lieu thereof

12 "a spouse's insurance benefit" and "such individual",

13 respectively;

14 (4) by striking out "her" wherever it appears and

15 inserting in lieu thereof "his or her";

16 (5) by striking out "she" wherever it appears and

17 inserting in lieu thereof "he or she";

18 (6) by striking out "mother" wherever it appears

19 and inserting in lieu thereof "parent";

20 (7) by inserting "or father's" after "mother's"

21 wherever it appears;

22 (8) by striking out "after August 1950"; and

23 (9) in paragraph (3)(A) (as amended by section

24 31 1(b)(7) of this Act)—
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I (A) by inserting "this subsection or'' before

2 •'subsection (a)"; and

3 (B) by striking out "(c),'' and insriing in

4 lieu thereof ''(b), (c), (e)".

5 (b) The heading of section 202(g) of such Act is amend-

6 ed by inserting "and Father's" after "Mother's".

7 (c) Section 216(d) of such Act (as arneided by section

8 311(c)(i) of this Act) is further amended by redesignating

9 paragraph (6) as paragraph (8) and by inserting after para-

10 graph (5) the following new paragraphs:

11 "(6) The term 'surviving divorced father' means a man

12 divorced from an individual who has died, but only if (A) he is

13 the father of her son or daughter, (B) he legally adopted her

14 son or daughter while he was married to her and while such

15 son or daughter was under the age of 18, (C) she legally

16 adopted his son or daughter while he was married to her and

17 while such son or daughter was under the age of 18, or (D)

18 he was married to her at the time both of them legally adopt-

19 ed a child under the age of 18.

20 "(7) The term 'surviving divorced parent' means a sur-

21 viving divorced mother as defined in paragraph (3) of this

22 subsection or a surviving divorced father as defined in para-

23 graph (6)."

24 (d) Section 202(c)(1) of such Act (as amended by section

25 311(a) of this Act) is further amended by inserting "(subject
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1 to subsection (s))" before 'he entitled to" in the matter fol-

2 lowing subparagraph (B) aiid preceding subparagraph (E).

3 (e) Section 202(c)(1)(B) of such Act is amended by in-

4 serting after "62" the following: "or (in the case of a hus-

5 band) has in his care (individually or jointly with such individ-

6 ual) at the time of filing such application a child entitled to

7 child's insurance benefits on the basis of the wages and self-

8 employment income of such individual".

9 (1') Section 202(c)(1) of such Act (as amended by section

10 311(a) of this Act arid the preceding provisions of this see-

11 tion) is further amended by redesignating the new subpara-

12 graphs (I) and (J) as subparagraphs (J) and (K), respectively,

13 and by inserting after subparagraph (H) the following new

14 subparagraph:

15 "(1) in the case of a husband who has not attained

16 age 62, no child of such individual is entitled to a

17 child's insurance benefit,".

18 (g) Section 202ffl(1)(C) of such Act is amended by in-

19 serting "(i)'' after "(C)'', by inserting "or' after ''223,", and

20 by adding at the end thereof the following new clause:

21 "(ii) was entitled, on the basis of such wages and

22 self-employment income, to father's insurance benefits

23 for the month preceding the month in which he at-

24 tamed age 65, and".
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1 (h) Section 202(0(5) of such Act (as redesignated by sec-

2 tion 131(b)(3)(A) of this Act) is amended by striking out "or"

3 at the end of subparagraph (A), by redesignating subpara-

4 graph (B) as subparagraph (C), and by inserting immediately

5 after subparagraph (A) the following new subparagraph:

6 "(B) the last month for which he was entitled to

7 father's insurance benefits on the basis of the wages

8 and self-employment income of such individual, or".

9 (i) Section 203(0(1)(F) of such Act is amended by strik-

10 ing out "section 202(b) (but only by reason of having a child

ii in her care within the meaning of paragraph (1XB) of that

12 subsection)" and inserting in lieu thereof "section 202(b) or

13 (c) (but only by reason of having a child in his or her care

14 within the meaning of paragraph (1XIB) of subsection (b) or

15 (c), as may be applicable)".

16 EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY BENE-

17 FITS AND ON OTHER DEPENDENTS' OR SURVIVORS'

18 BENEFITS

19 SEC. 317. (a) Subsections (b)(3), (d)(5), (g)(3), and (h)(4)

20 of section 202 of the Social Security Act (as amended by the

21 preceding provisions of this Act) are each amended by strik-

22 ing out "; except that" and all that follows and inserting in

23 lieu thereof a period.

24 (b) The amendments made by subsection (a) shall apply

25 with respect to benefits under title II of the Social Security
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1 Act for months after the month in which this Act is enacted,

2 but only in cases in which the "last month" referred to in the

3 provision amended is a month after the month in which this

4 Act is enacted.

5 CREDIT FOR CERTAIN MILITARY SERVICE

6 SEC. 318. Section 217(1) of the Social Security Act is

7 amended—

8 (1) by striking out "widow" each place it appears

9 and inserting in lieu thereof "surviving spouse"; and

10 (2) by striking out "his" and "her" wherever they

11 appear (except in clause (A) of paragraph (1)) and in-

12 serting in lieu thereof in each instance "his or her".

13 CONFORMING AMENDMENTS

14 SEC. 319. (a) Section 202(b)(3)(A) of the Social Security

15 Act (as amended by section 311(a)(6) of this Act) is further

16 amended by inserting "(g)," after "(1),".

17 (b) Section 202(q)(3) of such Act is amended by insert-

18 ing "or surviving divorced husband" after "widower" in sub-

19 paragraphs (E), (F), and (G).

20 (c) Section 202(q)(5) of such Act is amended—

21 (1) by inserting "or husband's" after "wife's"

22 wherever it appears;

23 (2) by striking out "her" in subparagraph (A)(i)

24 and inserting in lieu thereof "him or her";

KR 1900——8



114

1 (3) by striking out "her" the second place it ap-

2 pears in subparagraph (A)(ii) and inserting in lieu

3 thereof "the";

4 (4) by striking out "she" wherever it appears and

5 inserting in lieu thereof "he or she";

6 (5) by striking out "her" wherever it appears

7 (except where paragraphs (2) and (3) of this subsection

8 apply) and inserting in lieu thereof "his or her";

9 (6) by striking out "the woman" in subparagraph

10 (BXii) and "a woman" in subparagraph (C) and insert-

11 ing in lieu thereof "the individual" and "an individu-

12 al", respectively; and

13 (7) in subparagraph (D)—

14 (A) by inserting "or widower's" after

15 "widow's";

16 (B) by striking out "husband" wherever it

17 appears and inserting in lieu thereof "spouse";

18 (C) by striking out "husband's" wherever it

19 appears and inserting in lieu thereof "spouse's";

20 and

21 (D) by inserting "or father's" after "moth-

22 er's".

23 (d)(1) Section 202(q)(6)(A) of such Act (as amended by

24 section 134(a)(2) of this Act) is further amended by striking
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1 out "or husband's" in clause (i) and by inserting "or hus-

2 band's" after "wife's" in clause (ii).

3 (2) Section 202(q)(7) of such Act is amended—

4 (A) in subparagraph (B), by inserting "or hus-

5 band's" after "wife's", by striking out "she" and in-

6 serting in lieu thereof "such individual", and by insert-

7 ing "his or" before "her", and

8 (B) in subparagraph CD), by inserting "or widow-

9 er's" after "widow's".

10 (e)(1) Section 202(s)(1) of such Act is amended by in-

11 serting "(c)(1)," after "(b)(1),".

12 (2) Section 202(s)(2) of such Act (as amended by section

13 131(c)(1) of this Act) is further amended by inserting "(c)(4),"

14 after "(b)(3),".

15 (3) Section 202(s)(3) of such Act (as amended by section

16 131(c)(2) of this Act) is further amended by striking out "So

17 much" and all that follows down through "the last sentence"

18 and inserting in lieu thereof "The last sentence".

19 (1) The third sentence of section 203(b)(1) of such Act

20 (as amended by section 132(b) of this Act) is further amended

21 by inserting "or father's" after "mother's".

22 (g) Section 203(c) of such Act is amended to reacT as

23 follows:
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1 "Deductions on Account of Noncovered Work Outside the

2 United States or Failure to Have Child in Care

3 "(c) Deductions, in such amounts and at such time or

4 times as the Secretary shall determine, shall be made from

5 any payment or payments under this title to which an mdi-

6 vidual is entitled, until the total of such deductions equals

7 such individual's benefits or benefit under section 202 for any

8 month—

9 "(1) in which such individual is under the age of

10 seventy and for more than forty-five hours of which

11 such individual engaged in noncovered remunerative

12 activity outside the United States;

13 "(2) in which such individual, if a wife or husband

14 under age sixty-five entitled to a wife's or husband's

15 insurance benefit, did not have in his or her care (mdi-

16 vidually or jointly with his or her spouse) a child of

17 such spouse entitled to a child's insurance benefit and

18 such wife's or husband's insurance benefit for such

19 month was not reduced under the provisions of section

20 202(q);

21 "(3) in which suchindividual, if a widow or wid-

22 ower entitled to a mother's or father's insurance bene-

23 fit, did not have in his or her care a child of his or her

24 deceased spouse entitled to a child's insurance benefit;

25 or
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1 "(4) in which such an individual, if a surviving di-

2 vorced mother or father entitled to a mother's or fa-

3 ther's insurance benefit, did not have in his or her care

4 a child of his or her deceased former spouse who (A) is

5 his or her son, daughter, or legally adopted child and

6 (B) is entitled to a child's insurance benefit on the basis

7 of the wages and self-employment income of such de-

8 ceased former spouse.

9 For purposes of paragraphs (2), (3), and (4) of this subsection,

10 a child shall not be considered to be entitled to a child's in-

11 surance benefit for any month in which paragraph (1) of sec-

12 tion 202(s) applies or an event specified in section 222(b)

13 occurs with respect to such child. Subject to paragraph (3) of

14 such section 202(s), no deduction shall be made under this

15 subsection from any child's insurance benefit for the month in

16 which the child entitled to such benefit attained the age of

17 eighteen or any subsequent month; nor shall any deduction be

18 made under this subsection from any widow's insurance bene-

19 fit for any month in which the widow or surviving divorced

20 wife is entitled and has not attained age 65 (but only if she

21 became so entitled prior to attaining age 60), or from any

22 widower's insurance benefit for any month in which the wid-

23 ower or surviving divorced husband is entitled and has not

24 attained age 65 (but only if he became so entitled prior to

25 attaining age 60)."
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1 (h) Section 203(d) of such Act is amended by inserting

2 "divorced husband," after "husband,' in paragraph (1)(A) (as

3 amended by section 132(b)(2) of this Act) and by inserting

4 "or father's" after "mother's" each place it appears in para-

5 graph (2).

6 (i)(1) Section 205(b) of such Act (as amended by section

7 31 1(d)(1) of this Act) is further amended by inserting "surviv-

8 ing divorced father," after "surviving divorced mother,".

9 (2) Section 205(c)(1)(C) of such Act (as amended by sec-

10 tion 311(d)(2) of this Act) is further amended by inserting

1.1 "surviving thvorced father," after "surviving divorced

12 mother,".

13 (j) Section 216(f)(3)(A) of such Act is amended by insert-

14 ing "(c)," before "(0",

15 (k) Section 216(g)(6)(A) of such Act is amended by iii-

16 serting "(c)," before "(0".

17 (1) Section 222(b)(1) of such Act is amended by striking

18 out "or surviving divorced wife" and inserting in lieu thereof

19 ", surviving divorced wife, or surviving divorced husband".

20 (m) Section 222(b)(2) of such Act is amended by insert-

21 ing "or father's" after "mother's" wherever it appears.

22 (n) Section 222(b)(3) of such Act is amended by insert-

23 ing "divorced husband," after "husband,".
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1 (o) Section 223(d)(2) of such Act is amended by striking

2 out "or widower" in subparagraphs (A) and (B) and inserting

3 in lieu thereof "widower, or surviving divorced husband".

4 (p) Section 225(a) of such Act is amended by inserting

5 "or surviving divorced husband" after "widower".

6 (q)(1) Section 226(e)(3) of such Act is amended to read

7 as follows:

8 "(3) For purposes of determining entitlement to hospital

9 insurance benefits under subsection (b), any disabled widow

10 aged 50 or older who is entitled to mother's insurance bene-

11 fits (and who would have been entitled to widow's insurance

12 benefits by reason of disability if she had filed for such

13 widow's benefits), and any disabled widower aged 50 or older

14 who is entitled to father's insurance benefits (and who would

15 have been entitled to widower's insurance benefits by reason

16 of disability if he had filed for such widower's'benefits), shall,

17 upon application for such hospital insurance benefits be

18 deemed to have filed for such widow's or widower's insur-

19 ance benefits.".

20 (2) For purposes of determining entitlement to hospital

21 insurance benefits under section 226(e)(3) of such Act, as

22 amended by paragraph (1), an individual becoming entitled to

23 such hospital insurance benefits as a result of the amendment

24 made by such paragraph shall, upon furnishing proof of his or

25 her disability within twelve months after the month in which
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1 this Act is enacted, under such procedures as the Secretary

2 of Health and Human Services may prescribe, be deemed to

3 have been entitled to the widow's or widower's benefits re-

4 ferred to in such section 226(e)(3), as so amended, as of the

5 time such individual would have been entitled to such

6 widow's or widower's benefits if he or she had filed a timely

7 application therefor.

8 EFFECTIVE DATE OF PART B

9 SEC. 320. (a) Except as otherwise specifically provided

10 in this title, the amendments made by this part apply only

11 with respect to monthly benefits payable under title II of the

12 Social Security Act for months after the month in which this

13 Act is enacted.

14 (b) Nothing in any amendment made by this part shall

15 be construed as affecting the validity of any benefit which

16 was paid, prior to the effective date of such amendment, as a

17 result of a judicial determination.

18 PART C—COVERAGE

19 COvERAGE OF EMPLOYEES OF FOREIGN AFFILIATES OF

20 AMERICAN EMPLOYERS

21 SEC. 321. (a)(1) So much of subsection (1) of section

22 3121 of the Internal Revenue Code of 1954 (relating to

23 agreements entered into by domestic corporations with re-

24 spect to foreign subsidiaries) as precedes the second sentence

25 of paragraph (1) thereof is amended to read as follows:
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1 "0) AGREEMENTS ENTERED INTO BY AMERICAN EM-

2 PLOYERS WITH RESPECT TO FOREIGN AFFILIATES.—

3 "(1) AGREEMENT WITH RESPECT TO CERTAIN

4 EMPLOYEES OF FOREIGN AFFILIATE.—The Secretary

5 shall, at the American employer's request, enter into

6 an agreement (in such manner and form as may be

7 prescribed by the Secretary) with any American em-

8 ployer (as defined in subsection (Ii)) who desires to

9 have the insurance system established by title II of the

10 Social Security Act extended to service performed out-

11 side the United States in the employ of any 1 or more

12 of such employer's foreigiT affiliates (as defined in para-

13 graph (8)) by all employees who are citizens or resi-

14 dents of the United States, except that the agreement

15 shall not apply to any service performed by, or remu-

16 neration paid to, an employee if such service or remu-

17 neration would be excluded from the term 'employ-

18 ment' or 'wages', as defined in this section, had the

19 service been performed in the United States."

20 (2) Paragraph (8) of section 3121(1) of such Code (defin-

21 ing foreign subsidiary) is amended to read as follows:

22 "(8) FOREIGN AFFILIATE DEFINED.—For pur-

23 poses of this subsection and section 210(a) of the Social

24 Security Act—
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1 "(A) IN GENERAL.—A foreign affiliate of an

2 American employer is any foreign entity in which

3 such American employer has not less than a 10-

4 percent interest.

5 "(B) DETERMINATION OF 10-PERCENT IN-

6 TEREST.—For purposes of subparagraph (A), an

7 American employer has a 10-percent interest in

8 any entity if such employer has such an interest

9 directly (or through one or more entities)—

10 "(i) in the case of a corporation, in the

11 voting stock thereof, and

12 "(ii) in the case of any other entity, in

13 the profits thereof."

14 (b) The clause (B) of section 2 10(a) of the Social Secu-

15 rity Act (defining employment) which precedes paragraph (1)

16 thereof (as amended by section 323(a)(2) of this Act) is fur-

17 ther amended to read as follows: "(B) outside the United

18 States by a citizen or resident of the United States as an

19 employee (i) of an American employer (as defined in subsec-

20 tion (e) of this section), or (ii) of a foreign affiliate (as defined

21 in section 3121(1)(8) of the Internal Revenue Code of 1954)

22 of an American employer during any period for which there is

23 in effect an agreement, entered into pursuant to section

24 3121(1) of such Code, with respect to such affiliate;".
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1 (c) Subsection (a) of section 406 of the Internal Revenue

2 Code of 1954 (relating to treatment of certain employees of

3 foreign subsidiaries for pension, etc., purposes) is amended to

4 read as follows:

5 "(a) TREATMENT AS EMPLOYEES OF AMERICAN EM-

6 PLOYER.—For purposes of applying this part with respect to

7 a pension, profit-sharing, or stock bonus plan described in

8 section 401(a), an annuity plan described in section 403(a), or

9 a bond purchase plan described in section 405(a), of an

10 American employer (as defined in section 3121(h)), an mdi-

11 vidual who is a citizen or resident of the United States and

12 who is an employee of a foreign affiliate (as defined in section

13 3121(1)(8)) of such American employer shall be treated as an

14 employee of such American employer, if—

15 "(1) such American employer has entered into an

16 agreement under section 3121(1) which applies to the

17 foreign affiliate of which such individual is an employ-

18 ee;

19 "(2) the plan of such American employer express-

20 ly provides for contributions or benefits for individuals

21 who are citizens or residents of the United States and

22 who are employees of its foreign affiliates to which an

23 agreement entered into by such American employer

24 under section 3121(1) applies; and
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1 "(3) contributions under a funded plan ot ãeferred

2 compensation (whether or not a plan described in sec-

3 tion 401(a), 403(a), or 405(a)) are not provided by any

4 other person with respect to the remuneration paid to

5 such individual by the foreigi affiliate."

6 (d) Paragraph (1) of section 407(a) of such Oode (relat-

7 ing to certain employees of domestic subsidiaries engaged in

8 business outside the United States) is amended—

9 (1) by striking out "citizen of the United States"

10 and inserting in lieu thereof "citizen or resident of the

11 United States", and

12 (2) by striking out "citizens of the United States"

.13 and inserting in lieu thereof "citizens or residents of

14 the United States".

15 (e)(1) Those provisions of subsection (I) of section 3121

16 of such Oode which are not amended by subsection (a) of this

17 section are amended in accordance with the following table:

Strike out (wherever it appears And insert:
in the text or headii):

domestic corporation American employer

domestic corporations American employers

subsithary affiliate

subsidiaries affiliates

foreign corporation foreign entity

foreign corporations foreign entities

citizens citizens or residents

the word "a" where it appears an

before "domestic".

18 (2)(A) Section 406 of such Code (other than subsection

16 (a) thereof) is amended in accordance with the following

20 table:
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Strike out (wherever appearing And insert:
in the text):

domestic corporation American employer
subsidiary affiliate
the word "a" where it appears an

before "domestic".

1 (B) Paragraph (3) of subsection (c) of such section 406

2 (as in effect before the amendment made by subparagraph

3 (A)) is amended by striking out "another corporation con-

4 trolled by such domestic corporation" and inserting in lieu

5 thereof "another entity in which such American employer

6 has not less than a 10-percent interest (within the meaning of

7 section 3121(1)(8)(B))".

8 (C)(i) So much of subsection (d) of such section 406 as

9 precedes paragraph (1) thereof is amended by striking out

10 "another corporation" and inserting in lieu thereof "another

ii taxpayer".

12 (ii) Paragraph (1) of subsection (d) of such section 406 is

13 amended by striking out "any other corporation" and insert-

14 ing in lieu thereof "any other taxpayer".

15 (D)(i) The heading of such section 406 is amended to

16 read as follows:

17 "SEC. 406. EMPLOYEES OF FOREIGN AFFILIATES COVERED

18 BY SECTION 3121(1) AGREEMENTS.".

19 (ii) The table of sections for subpart A of part I of sub-

20 chapter D of chapter 1 of such Code is amended by striking

21 out the item relating to section 406 and inserting in lieu

22 thereof the following:
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"Sec. 406. Employees of foreign affiliates covered by section 3121(1)

agreements."

1 (3) Clause (A) of the second sentence of section 1402(b)

2 of such Code (defining self-employment income) is amended

3 by striking out "employees of foreign subsidiaries of domestic

4 corporations" and inserting in lieu thereof "employees of for-

5 eign affiliates of American employers".

6 (4)(A) Subparagraph (C) of section 6413(c)(2) of such

7 Code (relating to special refunds of FICA taxes in the case of

8 employees of certain foreign corporations) is amended—

9 (i) by striking out "FOREIGN CORPORATIONS" in

10 the heading and insertin.g in lieu thereof "FOREIGN AF-

11 FILIATES", and

12 (ii) by striking out "domestic corporation" in the

13 text and inserting in lieu thereof "American employ-

14 er".

15 (B) The heading of paragraph (2) of section 6413(c) of

16 such Code is amended by striking out "FOREIGN CORPORA-

17 'rIONS" and inserting in lieu thereof "FOREIGN AFFILI-

18 ATES".

19 (O(1)(A) The amendments made by this section (other

20 than subsection (d)) shall apply to agreements entered into

21 after the date of the enactment of this Act.

22 (B) At the election of any American employer, the

23 amendnients made by this section (other than subsection (d))

24 shall also apply to any agreement entered into on or before
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1 the date of the enactment of this Act. Any such election shall

2 be made at such time and in such manner as the Secretary

3 may by regu'ations prescribe.

4 (2)(A) The amendments made by subsection (d) shall

5 apply to plans established after the date of the enactment of

6 this Act.

7 (B) At the election of any domestic parent corporation

8 the amendments made by subsection (d) shall also apply to

9 any plan established on or before the date of the enactment of

10 this Act. Any such election shall be made at such time and in

11 such manner as the Secretary may by regulations prescribe.

12 EXTENSION OF COVERAGE BY INTERNATIONAL SOCIAL

13 SECURITY AGREEMENT

14 SEC. 322. (a)(1) Section 210(a) of the Social Security

15 Act is amended, in the matter preceding paragraph (1)—

16 (A) by striking out "either" before "(A)", and

17 (B) by inserting before "; except" the following:

18 ", or (C) if it is service, regardless of where or by

19 whom performed, which is designated as employment

20 or recognized as equivalent to employment under an

21 agreement entered into under section 233".

22 (2) Section 3121(b) of the Internal Revenue Oode of

23 1954 is amended, in the matter preceding paragraph (1)—

24 (A) by striking out "either" before "(A)", and
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1 (B) by inserting before "; except" the following:

2 ", or (C) if it is service, regardless of where or by

3 whom performed, which is designated as employment

4 or recognized as equivalent to employment under an

5 agreement entered into under section 233 of the Social

6 Security Act".

7 (b)(1) Section 211(b) of the Social Security Act is

8 amended by inserting after "non-resident alien individual"

9 the following: ", except as provided by an agreement under

10 section 233".

11 (2) The first sentence of section 1402(b) of the Internal

12 Revenue Code of 1954 is amended by inserting after "non-

13 resident alien individual" the following: ", except as provided

14 by an agreement under section 233 of the Social Security

15 Act".

16 (c) The amendments made by this section shall be effec-

17 tive for taxable years beginning on or after the date of the

18 enactment of this Act.

19 TREATMENT OF CERTAIN SERVICE PERFORMED OUTSIDE

20 THE UNITED STATES

21 SEC. 323. (a)(1) Subsection (b) of section 3121 of the

22 Internal Revenue Code of 1954 (defining employment) is

23 amended by striking out "a citizen of the United States" in

24 the matter preceding paragraph (1) thereof and inserting in

25 lieu thereof "a citizen or resident of the United States".
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1 (2) Subsection (a) of section 210 of the Social Security

2 Act is amended by striking out "a citizen of the United

3 States" in the matter preceding paragraph (1) thereof and

4 inserting in lieu thereof "a citizen or resident of the United

5 States".

6 (b)(1) Paragraph (11) of section 1402(a) of the Internal

7 Revenue Code of 1954 (defining net earnings from self-em-

8 ployment) is amended by striking out "in the case of an mdi-

9 vidual described in section 911(d)(1)(B),".

10 (2)(A) Paragraph (10) of section 2 11(a) of the Social Se-

11 curity Act is amended to read as follows:

12 "(10) the exclusion from gross income provided by

13 section 911(a)(1) of the Internal Revenue Code of 1954

14 shall not apply; and".

15 (B) Effective with respect to taxable years beginning

16 after December 31, 1981, and before January 1, 1984, para-

17 graph (10) of section 211(a) of such Act is amended to read

18 as follows:

19 "(10) in the case of an individual described in sec-

20 tion 911(d)(1)(B) of the Internal Revenue Code of

21 1954, the exclusion from gross income provided by

22 section 911(a)(1) of such Code shall not apply; and".

23 (c)(1) The amendments made by subsection (a) shall

24 apply to remuneration paid after December 31, 1983.
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1 (2) Except as provided in subsection (b)(2)(B), the

2 amendments made by subsection (b) shall apply to taxable

3 years beginning after December 31, 1983.

4 TREATMENT OF PAY AFTER AGE 62 AS WAGES

5 SEC. 324. (a) Section 209 of the Social Security Act is

6 amended by striking out subsection (i).

7 (b) Section 3121(a) of the Internal Revenue Code of

8 1954 is amended by striking out paragraph (9).

9 (c) The amendments made by this section shall apply

10 with respect to calendar years beginning more than six

11 months after the date of the enactment of this Act.

12 TREATMENT OF CONTRIBUTIONS UNDER SIMPLIFIED

13 EMPLOYEE PENSIONS

14 SEC. 325. (a) Subparagraph D) of section 3121(a)(5) of

15 the Internal Revenue Code of 1954 (defining wages) is

16 amended by striking out "section 219" and inserting in lieu

17 thereof "section 219(b)(2)".

18 (b) Subsection (e) of section 209 of the Social Security

19 Act is amended by striking out the semicolon at the end

20 thereof and inserting in lieu thereof the following: ", or (5)

21 under a simplified employee pension (as defined in section

22 408(k) of the Internal Revenue Code of 1954) if, at the time

23 of the payment, it is reasonable to believe that the employee

24 will be entitled to a deduction under section 219(b)(2) of such

25 Code for such payment;".
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1 (c) The amendments made by this section shall apply to

2 remuneration paid after December 31, 1983.

3 EFFECT OF CHANGES IN NAMES OF STATE AND LOCAL

4 EMPLOYEE GROUPS IN UTAH

5 SEC. 326. (a) Section 218(o) of the Social Security Act

6 is amended by adding at the end thereof the following new

7 sentence: "Coverage provided for in this subsection shall not

8 be affected by a subsequent change in the name of a group.".

9 (b) The amendment made by subsection (a) shall apply

10 with respect to name changes made before, on, or after the

11 date of the enactment of this section.

12 EFFECTIVE DATES OF INTERNATIONAL SOCIAL SECURITY

13 AGREEMENTS

14 SEC. 327. (a) Section 233(e)(2) of the Social Security

15 Act is amended by striking out "during which each House of

16 the Congress has been in session on each of 90 days" and

17 inserting in lieu thereof "during which at least one House of

18 the Congress has been in session on each of 60 days".

19 (b) The amendment made by subsection (a) shall be ef-

20 fective on the date of the enactment of this Act.

21 TECHNICAL CORRECTION WITH RESPECT TO WITHHOLD-

22 ING ON SICK PAY OF PARTICIPANTS IN MIJLTIEM-

23 PLOYER PLANS

24 SEC. 328. (a) Paragraph (2) of section 3(d) of the Act

25 entitled "An Act to amend the Omnibus Reconciliation Act

HR 1900



132

1 of 1981 to restore minimum benefits under the Social Secu-

2 rity Act", approved December 29, 1981 (Public Law 97—

3 123), relating to extension of coverage to first 6 months of

4 sick pay, is amended by striking out "and" at the end of

5 subparagraph (B), by striking out the period at the end of

6 subparagraph (C) and inserting in lieu thereof ", and", and

7 by adding at the end thereof the following new subparagraph:

8 "(D) in the case of a multiemployer plan, to the

9 extent provided in regulations prescribed under para-

10 graph (1), such plan shall be treated as the agent of

11 the employers for whom services are normally ren-

12 dered."

13 (b) The amendment made by subsection (a) shall apply

14 to remuneration paid after June 30, 1983.

15 AMOUNTS RECEIVED UNDER CERTAIN DEFERRED COMPEN-

16 SATION AND SALARY REDUCTION ARRANGEMENTS

17 TREATED AS WAGES FOR FICA TAXES

18 SEC. 329. (a) Section 3121 of the Internal Revenue

19 Code of 1954 (relating to definitions) is amended by adding at

20 the end thereof the following new subsection:

21 "(v) TREATMENT OF CERTAIN DEFERRED COMPEN-

22 SATION AND SALARY REDUCTION ARRANGEMENTS.—

23 Nothing in any paragraph of subsection (a) (other than para-

24 graph (1)) shall exclude from the term 'wages' any employer

25 contribution——
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1 "(1) under a qualified cash or deferred arrange-

2 ment (as defined in section 401(k)) to the extent not

3 included in gross income by reason of section 402(a)(8),

4 "(2) under a cafeteria plan (as defined in section

5 125(d)) to the extent the employee had the right to

6 choose cash, property, or other benefits which would

7 be wages for purposes of this chapter, or

8 "(3) for an annuity contract described in section

9 403(b)."

10 (b) Section 209 of the Social Security Act is amended

11 by adding at the end thereof (after the new paragraph added

12 by section 101(c)(1) of the this Act) the following new para-

13 graph:

14 "Nothing in any of the foregoing provisions of this sec-

15 tion (other than subsection (a)) shall exclude from the term

16 'wages' and employer contribution—

17 "(1) under a qualified cash or deferred arrange-

18 ment (as defined in section 401(k)) of the Internal Rev-

19 enue Code of 1954 to the extent not included in gross

20 income by reason of section 402(a)(8) of such Code,

21 "(2) under a cafeteria plan (as defined in section

22 125(d) of such Code) to the extent the employee had

23 the right to choose cash, property, or other benefits

24 which would be wages for purposes of this title, or
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1 "(3) for an annuity contract described in section

2 403(b) of such Code."

3 (c) The amendments made by this section shall apply to

4 remuneration paid after December 31, 1983.

5 CODIFICATION OF ROWAN DECISION WITH RESPECT TO

6 MEALS AND LODGING

7 SEC. 330. (a)(1) Subsection (a) of section 3121 of the

8 Internal Revenue Code of 1954 (defining wages) is amended

9 by striking out "or" at the end of paragraph (17), by striking

10 out the period at the end of paragraph (18) and inserting in

11 lieu thereof "; or", and by inserting after paragraph (18) the

12 following new paragraph:

13 "(19) the value of any meals or lodging furnished

14 by or on behalf of the employer if at the time of such

15 furnishing it is reasonable to believe that the employee

16 will be able to exclude such items from income under

17 section 119."

18 (2) Section 209 of the Social Security Act is amended

19 by striking out "or" at the end of subsection (p), by striking

20 out the period at the end of subsection (q) and inserting in

21 lieu thereof "; or", and by inserting after subsection (q) the

22 following new subsection:

23 "(r) The value of any meals or lodging furnished by or

24 on behalf of the employer if at the time of such furnishing it is

25 reasonable to believe that the employee will be able to ex-
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1 elude such items from income under section 119 of the Inter-

2 nal Revenue Code of 1954."

3 (b)(1) Subsection (a) of section 3121 of such Code is

4 amended by inserting after paragraph (19) (as added by sub-

5 section (a) of this section) the following new sentence:

6 "Nothing in the regulations prescribed for purposes of chap-

7 ter 24 (relating to income tax withholding) which provides an

8 exclusion from 'wages' as used in such chapter shall be con-

9 strued to require a similar exclusion from 'wages' in the reg-

10 ulations prescribed for purposes of this chapter."

11 (2) Section 209 of the Social Security Act is amended

12 by inserting immediately after subsection (r) (as added by

13 subsection (a) of this section) the following new sentence:

14 "Nothing in the regulations prescribed for purposes of chap-

15 ter 24 of the Internal Revenue Code of 1954 (relating to

16 income tax withholding) which provides an exclusion from

17 'wages' as used in such chapter shall be construed to require

18 a similar exclusion from 'wages' in the regulations prescribed

19 for purposes of this title."

20 (c) The amendments made by subsections (a) and (b)

21 shall apply to remuneration paid after December 31, 1983.
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1 PART D—OTHER AMENDMENTS

2 TECHNICAL AND CONFORMING AMENDMENTS TO MAXIMuM

3 FAMILY BENEFIT PROVISIONS

4 SEC. 331. (a)(1) Section 203(a)(3)(A) of the Social Secu-

5 rity Act is amended by striking out clause (ii) and inserting in

6 lieu thereof the following:

7 "(ii) an amount U) initially equal to the product of

8 1.75 and the primary insurance amount that would be

9 computed under section 215(a)(1), for January of the

10 year determined for purposes of this clause under the

11 following two sentences, with respect to average in-

12 dexed monthly earnings equal to one-twelfth of the

13 contribution and benefit base determined for that year

14 under section 230, and (II) thereafter increased in ac-

15 cordance with the provisions of section 215(i)(2)(A)(ii).

16 The year established for purposes of clause (ii) shall be 1983

17 or, if it occurs later with respect to any individual, the year in

18 which occurred the month that the application of the reduc-

19 tion provisions contained in this subparagraph began with re-

20 spect to benefits payable on the basis of the wages and self-

21 employment income of the insured individual. H for any

22 month subsequent to the first month for which clause (ii) ap-

23 plies (with respect to benefits payable on the basis of the

24 wages and self-employment income of the insured individual)

25 the reduction under this subparagraph ceases to apply, then
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1 the year determined under the preceding sentence shall be

2 redetermined (for purposes of any subsequent application of

3 this subparagraph with respect to benefits payable on the

4 basis of such wages and self-employment income) as though

5 this subparagraph had not been previously applicable.".

6 (2) Section 203(a)(7) of such Act is amended by striking

7 out everything that follows "shall be reduced to an amount

8 equal to" and inserting in lieu thereof "the amount deter-

9 mined in accordance with the provisions of paragraph

10 (3)(A)(ii) of this subsection, except that for this purpose the

11 references to subparagraph (A) in the last two sentences of

12 paragraph (3)(A) shall be deemed to be references to para-

13 graph(7).".

14 (b) Olause (i) in the last sentence of section 203(b)(1) of

15 such Act (as amended by section 132(b) of this Act) is further

16 amended by striking out "penultimate sentence" and insert-

17 ing in lieu thereof "first sentence of paragraph (4)".

18 (c) The amendments made by subsection (a) shall be ef-

19 fective with respect to payments made for months after De-

20 cember 1983.

21 REDUCTION FROM 72 TO 70 OF AGE BEYOND WHICH NO

22 DELAYED RETIREMENT CREDITS CAN BE EARNED

23 SEC. 332. (a) Section 202(w) of the Social Security Act

24 is amended—
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1 (1) in paragraph (2)(A), by striking out "age 72"

2 and inserting in lieu thereof "age 70"; and

3 (2) in paragraph (3), by striking out "age 72 after

4 1972" and inserting in lieu thereof "age 70".

5 (b) The amendments made by subsection (a) shall apply

6 with respect to individuals who attain age 70 after December

7 1983. For individuals who attain age 70 before January

8 1984, section 202(w) as in effect immediately before the en-

9 actment of the amendments made by this section shall apply,

10 except that no increment months as determined under such

11 section attributable to months after December 1983 shall

12 accrue.

13 RELAXATION OF INSURED STATUS REQUIREMENTS FOR

14 CERTAIN WORKERS PREVIOUSLY ENTITLED TO A

15 PERIOD OF DISABILITY

16 SEC. 333. (a) Section 216(i)(3) of the Social Security

17 Act is amended—

18 (1) by striking out the semicolon at the end of

19 clause (ii) of subparagraph (B) and inserting in lieu

20 thereof ", or"; and

21 (2) by inserting after clause (ii) of such subpara-

22 graph the following new clause:

23 "(iii) in the case of an individual (not otherwise

24 insured under clause (i)) who, by reason of clause (ii),

25 had a prior period of disability that began during a
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1 period before the quarter in which he or she attained

2 age 31, not less than one-half of the quarters beginning

3 after such individual attained age 21 and ending with

4 such quarter are quarters of coverage, or (if the

5 number of quarters in such period is less than 12) not

6 less than 6 of the quarters in the 12-quarter period

7 ending with such quarter are quarters of coverage;".

8 (b) Section 223(c)(1)(B) of such Act is amended—

9 (1) by striking out the semicolon at the end of

10 clause (ii) and inserting in lieu thereof ", or"; and

11 (2) by inserting after clause (ii) the following new

12 clause:

13 "(iii) in the case of an individual (not

14 otherwise insured under clause (i)) who, by

15 reason of section 216(i)(3)(B)(ii), had a prior

16 period of disability that began during a

17 period before the quarter in which he or she

18 attained age 31, not less than one-half of the

19 quarters beginning after such individual at-

20 tamed age 21 and ending with the quarter in

21 which such month occurs are quarters of

22 coverage, or (if the number of quarters in

23 such period is less than 12) not less than 6

24 of the quarters in the 12-quarter period
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1 ending with such quarter are quarters of coy-

2 erage;".

3 (c) The amendments made by this section shall be effec-

4 tive with respect to applications for disability insurance bene-

5 fits under section 223 of the Social Security Act, and for

6 disability determinations under section 216(i) of such Act,

7 filed after the date of the enactment of this Act, except that

8 no monthly benefits under title II of the Social Security Act

9 shall be payable or increased by reason of the amendments

10 made by this section for months before the month following

11 the month of enactment of this Act.

12 PROTECTION OF BENEFITS OF ILLEGITIMATE CHILDREN

13 OF DISABLED BENEFICIARIES

14 SEC. 334. (a) The last sentence of section 216(h)(3) of

15 the Social Security Act is amended by striking out "subpara-

16 graph (A)(i)" and inserting in lieu thereof "subparagraphs

17 (A)(i) and (B)(i)".

18 (b) The amendment made by subsection (a) shall b ef-

19 fective on the date of the enactment of this Act.

20 ONE-MONTH RETROACTIVITY OF WIDOW'S AND WIDOWER'S

21 INSURANCE BENEFITS

22 SEC. 335. (a) Section 202(j)(4XB) of the Social Security

23 Act is amended—

24 (1) by redesignating clauses (iii) and (iv) as clauses

25 (iv) and (v), respectively; and
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1 (2) by adding after clause (ii) the following new

2 clause:

3 "(iii) Subparagraph (A) does not apply to a benefit under

4 subsection (e) or (0 for the month immediately preceding the

5 month of application, if the insured individual died in that

6 preceding month.".

7 (b) The amendments made by subsection (a) shall apply

8 with respect to survivors whose applications for monthly

9 benefits are filed after the second month following the month

10 in which this Act is enacted.

11 NONASSIGNABILITY OF BENEFITS

12 SEC. 336. (a) Section 207 of the Social Security Act is

13 amended—

14 (1) by inserting "(a)" before "The right"; and

15 (2) by adding at the end thereof the following new

16 subsection:

17 "(b) No other provision of law, enacted before, on, or

18 after the date of the enactment of this section, may be con-

19 strued to limit, supersede, or otherwise modify the provisions

20 of this section except to the extent that it does so by express

21 reference to this section.".

22 (b) Section 459(a) of such Act is amended by inserting

23 "(including section 207)" after "any other provision of law".

24 (c) The amendments made by subsection (a) shall apply

25 only with respect to benefits payable or rights existing under
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1 the Social Security Act on or after the date of the enactment

2 of this Act.

3 USE OF DEATH CERTIFICATES TO PREVENT ERRONEOUS

4 BENEFIT PAYMENTS TO DECEASED INDIVIDUALS

5 SEC. 337. Section 205 of the Social Security Act is

6 amended by adding at the end thereof the following new sub-

7 section:

8 "Else of Death Certificates to Correct Program Information

9 "(r)(1) The Secretary is authorized to establish a pro-

10 gram under which—

11 "(A) States (or political subdivisions thereof) vol-

12 untarily contract with the Secretary to furnish the Sec-

13 retary periodically with information (in a form estab-

14 lished by the Secretary in consultation with the States)

15 concerning individuals with respect to whom death cer-

16 tificates (or equivalent documents maintained by the

17 States or subdivisions) have been officially filed with

18 them;

19 "(B) the Secretary compares such information on

20 such individuals with information on such individuals in

21 the records being used in the administration of this

22 Act; and

23 "(C) the Secretary makes any appropriate correc-

24 tions in such records to accurately reflect the status of

25 such individuals.
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1 "(2) Each State (or political subdivision thereof) which

2 furnishes the Secretary with information on records of deaths

3 in the State or subdivision under this subsection shall be paid

4 by the Secretary from amounts available for administration of

5 this Act the reasonable costs (established by the Secretary)

6 for transcribing and transmitting such information to the Sec-

7 retary.

8 "(3) In the case of individuals with respect to whom

9 benefits are provided by (or through) a Federal or State

10 agency other than under this Act, the Secretary may provide,

11 through a cooperative arrangement with such agency, for

12 carrying out the duties described in paragraph (1)(B) with

13 respect to such individuals if—

14 "(A) under such arrangement the agency provides

15 reimbursement to the Secretary for the reasonable cost

16 of carrying out such arrangement, and

17 "(B) such arrangement does not conflict with the

18 duties of the Secretary under paragraph (1).

19 "(4) Information furnished to the Secretary under this

20 subsection may not be used for any purpose other than the

21 purposes described in this subsection and is exempt from dis-

22 closure under section 552 of title 5, United States Code, and

23 from the requirements of section 552a of such title.".
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1 PUBLIC PENSION OFFSET

2 SEC. 338. (a) Subsections (b)(4)(A), (c)(2)(A), (fX2)(A),

3 and (g)(4)(A). of section 202 of the Social Security Act, and

4 paragraph (7)(A) of section 202(e) of such Act (as redesignat-

5 ed by section 131(a)(3)(A) of this Act), are each amended—

6 (1) by striking out "by an amount equal to the

7 amount of any monthly periodic benefit" and inserting

8 in lieu thereof "by an amount equal to one-third of the

9 amount of any monthly periodic benefit"; and

10 (2) by adding at the end thereof the following new

11 sentence: "The amount of the reduction in any benefit

12 under this subparagraph, if not a multiple of $0.10,

13 shall be rounded to the next higher multiple of

14 $0.10.".

15 (b) The amendments made by subsection (a) of this sec-

16 tion shall apply only with respect to monthly insurance bene-

17 fits payable under title II of the Social Security Act to mdi-

18 viduals who initially become eligible (as defined in section

19 334 of Public Law 95-2 16) for monthly periodic benefits

20 (within the meaning of the provisions amended by subsection

21 (a)) for months after June 1983.
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1 STUDY CONCERNING THE ESTABLISHMENT OF THE SOCIAL

2 SECURITY ADMINISTRATION AS AN INDEPENDENT

3 AGENCY

4 SEC. 339. (a) There is hereby established, under the

5 authority of the Committee on Ways and Means of the House

6 of Representatives and the Committee on Finance of the

7 Senate, a joint study panel to be known as the Joint Study

8 Panel on the Social Security Administration (hereafter in this

9 section referred to as the "Panel"). The duties of the Panel

10 shall be to conduct the study provided for in subsection (c).

11 (b)(1) The Panel shall be composed of 3 members, ap-

12 pointed jointly by the chairmen of the Committee on Ways

13 and Means of the House of Representatives and the Conimit-

14 tee on Finance of the Senate and such chairmen shall jointly

15 select one member of the Panel to serve as chairman of the

16 Panel. Members of the Panel shall be chosen, on the basis of

17 their integrity, impartiality, and good judgment, from individ-

18 uals who, as a result of their training, experience, and attain-

19 ments, are widely recognized by professionals in the field of

20 government administration as experts in that field.

21 (2) Vacancies in the membership of the Panel shall not

22 affect the power of the remaining members to perform the

23 duties of the Panel and shall be filled in the same manner in

24 which the original appointment was made.
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1 (3) Each member of the Panel not otherwise in the

2 employ of the United States Government shall receive the

3 daily equivalent of the annual rate of basic pay payable for

4 level V of the Executive Schedule under section 5316 of title

5 5, United States Oode, for each day during which such

6 member is actually engaged in the performance of the duties

7 of the Panel. Each member of the Panel shall be allowed

8 travel expenses in the same manner as any individual em-

9 ployed intermittently by the Federal Government is allowed

10 travel expenses under section 5703 of title 5, United States

11 Oode.

12 (4) By agreement between the chairmen of the Oomniit-

13 tee on Ways and Means of the House of Representatives and

14 the Oommittee on Finance of the Senate, such Oommittees

15 shall provide the Panel, on a reimbursible basis, office space,

16 clerical personnel, and such supplies and equipment as may

17 be necessary for the Panel to carry out its duties under this

18 section. Subject to such limitations as the chairmen of such

19 Oommittees may jointly prescribe, the Panel may appoint

20 such additional personnel as the Panel considers necessary

21 and fi the compensation of such personnel as it considers

22 appropriate at an annual rate which does not exceed the rate

23 of basic pay then payable for GS—18 of the General Schedule

24 under section 5332 of title 5, United States Code, and may

25 procure by contract the temporary or intermittent services of
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1 clerical personnel and experts or consultants, or organiza-

2 tions thereof.

3 (5) There are hereby appropriated to the Panel from the

4 Federal Old-Age and Survivors Insurance Trust Fund, the

5 Federal Disability Insurance Trust Fund, the Federal Hospi-

6 tal Insurance Trust Fund, and the Federal Supplementary

7 Medical Insurance Trust Fund, such sums as the chairmen of

8 the Committee on Ways and Means of the House of Repre-

9 sentatives and the Committee on Finance of the Senate shall

10 jointly certify to the Secretary of the Treasury as necessary

11 to carry out the Panel's duties under this section. The Secre-

12 tary of the Treasury shall allocate among such Trust Funds

13 the total amount to be transferred from such Trust Funds

14 under this paragraph so that the amount of such sums which

15 is transferred from each such Trust Fund under this para-

16 graph shall bear the same ratio to the total amount trans-

17 ferred from all such Trust Funds under this paragraph as the

18 amount expended from such Trust Fund during the fiscal

19 year ending September 30, 1982, bears to the total amount

20 expended from all such Trust Funds during such fiscal year.

21 (c)(1) The Panel shall undertake, as soon as possible

22 after the date of the enactment of this Act, a thorough study

23 with respect to the feasibility and implementation of remov-

24 ing the Social Security Administration from the Department

25 of Health and Human Services and establishing it as an inde-
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1 pendent agency in the executive branch with its own inde-

2 pendent administrative structure, including the possibility of

3 such a structure headed by a board appointed by the Presi-

4 dent, by and with the advice and consent of the Senate.

5 (2) The Panel in its study under paragraph (1) shall ad-

6 dress, analyze, and report specifically on the following mat-

7 ters:

8 (A) the effect of the organizational status of the

9 Social Security Administration on beneficiaries under

10 the Social Security Act and the general public;

11 (B) the legal and other relationships of the Social

12 Security Administration with other organizations,

13 within and outside the Federal Government, and the

14 changes in such relationships which would be required

15 as a result of establishing the Social Security Adminis-

16 tration as an independent agency;

17 (C) any changes which may be necessary or ap-

18 propriate, in the course of establishing the Social Secu-

19 rity Administration as an independent agency, in the

20 constitution of the Boards of Trustees of the four social

21 security trust funds; and

22 (D) such other matters as the Panel may consider

23 relevant to the study.

24 (d) The Panel shall submit to the Committee on Ways

25 and Means of the House of Representatives and the Commit-
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1 tee on Finance of the Senate, not later than April 1, 1984, a

2 report of the findings of the study conducted under subsection

3 (c), together with any recommendations the Panel considers

4 appropriate. The Panel and all authority granted in this sec-

5 tion shall expire thirty days after the date of the filing of its

6 report under this section.

7 CONFORMING CHANGES IN MEDICARE PREMIUM PROVI-

8 SIONS TO REFLECT CHANGES IN COST-OF-LIVING

9 BENEFIT ADJUSTMENTS

10 SEC. 340. (a) Section 1818(d)(2) of the Social Security

11 Act is amended—

12 (1) by striking out "during the last calendar quar-

13 ter of each year, beginning in 1973," in the first sen-

14 tence and inserting in lieu thereof "during the next to

15 last calendar quarter of each year";

16 (2) by striking out "the 12-month period com-

17 mencing July 1 of the next year" in the first sentence

18 and inserting in lieu thereof "the following calendar

19 year"; and

20 (3) by striking out "for such next year" in the

21 second sentence and inserting in lieu thereof "for that

22 following calendar year".

23 (b)(1) Section 1839(c) of such Act is amended—
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1 (A) by striking out "December of 1972 and of

2 each year thereafter" in paragraphs (1), (3), and (4)

3 and inserting in lieu thereof "September of each year";

4 (B) by striking out "for the 12-month period com-

5 mencing July 1 in the succeeding year" in paragraphs

6 (1), (3), and (4) and inserting in lieu thereof "for

7 months in the following calendar year";

8 (0) by striking out "such 12-month period" each

9 place it appears in paragraphs (1) and (4) and inserting

10 in lieu thereof "such calendar year";

11 (D) by striking out "that 12-month period" in

12 paragraph (3)(A) and inserting in lieu thereof "that cal-

13 endar year";

14 (E) by striking out "May 1 of the year" in para-

15 graph (3)(B) and inserting in lieu thereof "November 1

16 of the year before the year"; and

17 (F) by striking out "following May" in paragraph

18 (3)(B) and inserting in lieu thereof "following Novem-

19 ber".

20 (2) Section 1839(g) of such Act is amended—

21 (A) by striking out "June 1983" in paragraph (1)

22 and inserting in lieu thereof "December 1983", and

23 (B) by striking out "July 1985" and inserting in

24 lieu thereof "January 1986" each place it appears.
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1 (d) The amendments made by this section shall apply to

2 premiums for months beginning with January 1984, and for

3 months after June 1983 and before January 1984—

4 (1) the monthly premiums under part A and under

5 part B of title XVIII of the Social Security Act for

6 individuals enrolled under each respective part shall be

7 the monthly premium under that part for the month of

8 June 1983, and

9 (2) the amount of the Government contributions

10 under section 1844(a)(1) of such Act shall be computed

11 on the basis of the actuarially adequate rate which

12 would have been in effect under part B of title XVIII

13 of such Act for such months without regard to the

14 amendments made by this section, but using the

15 amount of the premium in effect for the month of June

16 1983.

17 TITLE fl—SUPPLEMENTAL SEOIIItITY INCOME

18 BENEFITS

19 INCREASE IN FEDERAL 551 BENEFIT STANDARD

20 SEC. 401. (a) Section 1617 of the Social Security Act is

21 amended by adding at the end thereof the following new sub-

22 section:

23 "(c) Effective July 1, 1983—

24 "(1) each of the dollar amounts in effect under

25 subsections (a)(1)(A) and (b)(1) of section 1611, as pre-
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1 viously increased under this section, shall be increased

2 by $20 (and the dollar amount in effect under subsec-

3 tion (a)(1)(A) of Public Law 93-66, as previously so in-

4 creased, shall be increased by $10); and

5 "(2) each of the dollar amounts in effect under

6 subsections (a)(2)(A) and (b)(2) of section 1611, as pre-

7 viously increased under this section, shall be increased

8 by $30.".

9 (b) Section 1617(b) of such Act is amended by striking

10 out "this section" and inserting in lieu thereof "subsection (a)

11 of this section".

12 ADJUSTMENTS IN FEDERAL SSI PASS-THROUGH

13 PROVISIONS

14 SEc. 402. Section 1618 of the Social Security Act is

15 amended by adding at the end thereof the following new sub-

16 section:

17 "(d)(1) For any particular month after March 1983, a

18 State which is not treated as meeting the requirements im-

19 posed by paragraph (4) of subsection (a) by reason of subsec-

20 tion (b) shall be treated as meeting such requirements if and

21 only if—

22 "(A) the combined level of its supplementary pay-

23 ments (to recipients of the type involved) and the

24 amounts payable (to or on behalf of such recipients)

25 under section 1611(b) of this Act and section
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1 21 1(a)(1)(A) of Public Law 93—66, for that particular

2 month,

3 is not less than—

4 "(B) the combined level of its supplementary pay-

5 ments (to recipients of the type involved) and the

6 amounts payable (to or on behalf of such recipients)

7 under section 1611(b) of this Act and section

8 211(a)(1)(A) of Public Law 93—66, for March 1983, in-

9 creased by the amount of all cost-of-living adjustments

10 under section 1617 (and any other benefit increases

11 under this title) which have occurred after March 1983

12 and before that particular month.

13 "(2) In determining the amount of any increase in the

14 combined level involved under paragraph (1)(B) of this sub-

15 section, any portion of such amount which would otherwise

16 be attributable to the increase under section 1617(c) shall be

17 deemed instead to be equal to the amount of the cost-of-living

18 adjustment which would have occurred in July 1983 (without

19 regard to the 3-percent limitation contained in section

20 215(i)(1)(B)) if section 111 of the Social Security Act Amend-

21 ments of 1983 had not been enacted.".

22 881 ELIGIBILITY FOR TEMPORARY RESIDENTS OF

23 EMERGENCY SHELTERS FOR THE HOMELESS

24 SEc. 403. (a) Section 161 1(e)(1) of the Social Security

25 Act is amended—
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1 (1) by striking out "subparagraph (B) and (C)" in

2 subparagraph (A) and inserting in lieu thereof "sub-

3 paragraphs (B), (C), and CD)"; and

4 (2) by adding at the end thereof the following new

5 subparagraph:

6 "(D) A person may be an eligible individual or eligible

7 spouse for purposes of this title with respect to any month

8 throughout which he is a resident of a public emergency shel-

9 ter for the homeless (as defined in regulations which shall be

10 prescribed by the Secretary); except that no person shall be

11 an eligible individual or eligible spouse by reason of this sub-

12 paragraph more than three months in any 12-month period.".

13 (b) The amendments made by subsection (a) shall be ef-

14 fective with respect to months after the month in which this

1 Act is enacted.

16 DISREGARDING OF EMERGENCY AND OTHER IN-KIND

17 ASSISTANCE PROVIDED BY NONPROFIT ORGANIZATIONS

18 SEC. 404. (a) Section 1612(b)(13) of the Social Security

19 Act is amended by striking out "any assistance received" and

20 all that follows down through "(B)" and inserting in lieu

21 thereof the following: "any support or maintenance assist-

22 ance furnished to or on behalf of such individual (and spouse

23 if any) which (as determined under regulations of the Secre-

24 tary by such State agency as the chief executive officer of the

25 State may designate) is based on need for such support or
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1 maintenance, including assistance received to assist in meet-

2 ing the costs of home energy (including both heating and

3 cooling), and which".

4 (b) Section 402(a)(36) of such Act is amended by strik-

5 ing out "shall not include as income" and all that follows

6 down through "(B)" and inserting in lieu thereof the follow-

7 ing: "shall not include as income any support or maintenance

8 assistance furnished to or on behalf of the family which (as

9 determined under regulations of the Secretary by such State

10 agency as the chief executive officer of the State may desig-

11 nate) is based on need for such support and maintenance,

12 including assistance received to assist in meeting the costs of

13 home energy (including both heating and cooling), and

14 which".

15 (c) The amendments made by this section shall be effec-

16 tive with respect to months which begin after the month in

17 which this Act is enacted and end before October 1, 1984.

18 TITLE V—U EMPLOYMIENT COMPENSATION

19 PROVISIONS

20 PART A—FEDERAL SUPPLEMENTAL COMPENSATION

21 SEC. 501. EXTENSION OF PROGRAM.

22 Paragraph (2) of section 602(1) of the Federal Supple-

23 mental Compensation Act of 1982 is amended by striking out

24 "March 31, 1983" and inserting in lieu thereof "September

25 30, 1983".
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1 SEC. 502. NUMBER OF WEEKS FOR WHICH COMPENSATION

2 PAYABLE.

3 (a) GENERAL RuLE.—Subsection (e) of section 602 of

4 the Federal Supplemental Compensation Act of 1982 is

5 amended by redesignating paragraph (3) as paragraph (4) and

6 by striking out paragraph (2) and inserting in lieu thereof the

7 following new paragraphs:

8 "(2)(A) In the case of any account from which Federal

9 supplemental compensation was first payable to an individual

10 for a week beginiiing after March 31, 1983, the amount es-

11 tablished in such account shall be equal to the lesser of—

12 "(i) 65 per centum of the total amount of regular

13 compensation (including dependents' allowances) pay-

14 able to the individual with respect to the benefit year

15 (as determined under the State law) on the basis of

16 which he most recently received regular compensation,

17 or

18 "(ii) the applicable limit determined under the fol-

19 lowing table times his average weekly benefit amount

20 for his benefit year.

"In the case of The applicable
weeks during a: limit is:

6-percent period 14

5-percent period 13

4.5-percent period 11

3.5-percent period 10

Low-unemployment period 8

21 "(B) In the case of any account from which Federal

22 supplemental compensation was payable to an individual for
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a week beginning before April 1, 1983, the amount estab-

lished in such account shall be equal to the lesser of the sub-

paragraph (A) entitlement or the sum of—

"(i) the subparagraph (A) entitlement reduced (but

not below zero) by the aggregate amount of Federal

supplemental compensation paid to such individual for

weeks begitming before April 1, 1983, plus

"(ii) such individual's additional entitlement.

"(C) For purposes of subparagraph (B) and this subpara-

graph—

"(i) The term 'subparagraph (A) entitlement'

means the amount which would have been etablished

in the account if subparagraph (A) had applied to such

account.

"(ii) The term 'additional entitlement' means the

lesser of—

"U) three-fourths of the subparagraph (A)

entitlement, or

"(II) the applicable limit determined under

the following table times the individual's average

weekly benefit amount for his benefit year.

The applicable
limit is:

10

8

8

6

6

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

"In the case of
weeks during a:

6-percent period
5-percent period
4.5-percent period
3.5-percent period
Low-employment period
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1 "(B) Except as provided in subparagraph (B)(i), for pur-

2 poses of determining the amount of Federal supplemental

3 compensation payable for weeks beginning after March 31,

4 1983, from an account described in subparagraph (B), no re-

5 duction in such account shall be made by reason of any Fed-

6 eral supplemental compensation paid to the individual for

7 weeks beginning before April 1, 1983.

8 "(3)(A) For purposes of this subsection, the terms '6

9 percent period', '5 percent period', '4.5 percent period', '3.5

10 percent period' and 'low-unemployment period' mean, with

11 respect to any State, the period which—

12 "(i) begins with the 3d week after the 1st week in

13 which the rate of insured unemployment in the State

14 for the period consisting of such week and the immedi-

15 ately preceding 12 weeks falls in the applicable range,

16 and

17 "(ii) ends with the 3d week after the 1st week in

18 which the rate of insured unemployment for the period

19 consisting of such week and the immediately preceding

20 12 weeks does not fall within the applicable range.

21 "(B) For purposes of subparagraph (A), the applicable

22 range is as follows:

"In the case of a: The applicable range is:
6-percent period A rate equal to or exceeding 6 percent
5-percentperiod A rate equal to or exceeding 5 percent

but less than 6 percent
4.5-percent period A rate equal to or exceeding 4.5 per-

cent but less than 5 percent
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"In the case of a: The applicable range is:
3.5 percent period A rate equal to or exceeding 3.5 per-

cent but less than 4.5 percent
Low-employment period A rate less than 3.5 percent

1 "(0) No 6-percent period, 5-percent period, 4.5-percent

2 period, or 3.5-percent period, as the case may be, shall last

3 for a period of less than 4 weeks unless the State enters a

4 period with a higher percentage designation.

5 "€D) For purposes of this subsection—

6 "(i) The rate of insured unemployment for any

7 period shall be determined in the same manner as de-

8 termined for purposes of section 203 of the Federal-

9 State Extended Unemployment Compensation Act of

10 1970.

11 "(ii) The amount of an individual's average

12 weekly benefit amount shall be determined in the same

13 manner as determined for purposes of section

14 202(b)(1)(C) of such Act."

15 (b) TECHNICAL AMENDMENT.—ParagTaph (3) of sec-

16 tion 602(d) of the Federal Supplemental Compensation Act of

17 1982 (as amended by section 544(d) of the Highway Revenue

18 Act of 1982) is amended by striking out "subsection

19 (e)(2)(A)(ii)" and inserting in lieu thereof "subparagraph

20 (A)(ii) or (C)(ii)(II) of subsection (e)(2)".
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1 SEC. 503. COORDINATION WITH TRADE READJUSTMENT PRO-

2 GRAM.

3 Subsection (e) of section 602 of the Federal Supplemen-

4 tal Compensation Act of 1982 is amended by adding at the

5 end thereof the following new paragraph:

6 "(5)(A) Except as provided in subparagraph (B), the

7 maximum amount of Federal supplemental compensation

8 payable to an individual shall not be reduced by reason of any

9 trade readjustment allowances to which the individual was

10 entitled under the Trade Act of 1974.

11 "(B) If an individual received any trade readjustment

12 allowance under the Trade Act of 1974 in respect of any

13 benefit year, the maximum amount of Federal supplemental

14 compensation payable under this subtitle in respect of such

15 benefit year shall be reduced (but not below zero) so that (to

16 the extent possible by making such a reduction) the aggre-

17 gate amount of—

18 "(i) regular compensation,

19 "(ii) extended compensation,

20 "(iii) trade readjustment allowances, and

21 "(iv) Federal supplemental compensation,

22 payable in respect of such benefit year does not exceed the

23 aggregate amount which would have been so payable had the

24 individual not been entitled to any trade readjustment allow-

25 ance."
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1 SEC. 504. EFFECTIVE DATE.

2 (a) GENERAL RULE.—The amendments made by this

3 part shall apply to weeks beginning after March 31, 1983.

4 (b) TREATMENT OF INDIVIDUALS WHO EXHAUSTED

5 BENEFITS.—In the case of any eligible individual—

6 (1) to whom any Federal supplemental compensa-

7 tion was payable for any week beginning before April

8 1, 1983, and

9 (2) who exhausted his rights to such compensation

10 (by reason of the payment of all the amount in his Fed-

11 eral supplemental compensation account) before the

12 first week beginning after March 31, 1983,

13 such individual's eligibility for additional weeks of compensa-

14 tion by reason of the amendments made by this part shall not

15 be limited or terminated by reason of any event, or failure to

16 meet any requirement of law relating to eligibility for unem-

17 ployment compensation, occurring after the date of such ex-

18 haustion of rights and before April 1, 1983 (and the period

19 after such exhaustion and before April 1, 1983, shall not be

20 counted for purposes of determining the expiration of the two

21 years following the end of his benefit year for purposes of

22 section 602(b) of the Federal Supplemental Compensation

23 Act of 1982).

24 (c) MODIFICATION OF AGREEMENTS.—The Secretary

25 of Labor shall, at the earliest practicable date after the date

26 of the enactment of this Act, propose to each State with

ifit 1900——li
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1 which he has in effect an agreement under section 602 of the

2 Federal Supplemental Compensation Act of 1982 a modifica-

3 tion of such agreement designed to provide for the payment

4 of Federal supplemental compensation under such Act in ac-

5 cordance with the amendments made by this part. Notwith-

6 standing any other provision of law, if any State fails or re-

7 fuses, within the 3-week period beginning on the date the

8 Secretary of Labo proposed such a modification to such

9 State, to enter into such a modification of such agreement,

10 the Secretary of Labor shall terminate such agreement effec-

11 tive with the end of the last week which ends on or before

12 such 3-week period.

13 PART B—MISCELLANEOUS PROVISIONS

14 SEC. 511. VOLUNTARY HEALTH INSURANCE PROGRAMS PER-

15 MI11ED.

16 (a) AMENDMENT OF INTERNAL REVENUE CODE OF

17 1954.—Paragraph (4) of section 3304(a) of the Internal Rev-

18 enue Code of 1954 (relating to requirements for approval of

19 State unemployment compensatic 1aws) is amended by strik-

20 ing out "and" at the end of subparagraph (A), by adding

21 "and" at the end of subparagraph (B), and by adding after

22 subparagraph (B) the following new subparagraph:

23 "(C) nothing in this paragraph shall be con-

24 strued to prohibit deducting an amount from un-

25 employment compensation otherwise payable to

HR 1900
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1 an individual and using the amount so deducted to

2 pay for health insurance if the individual elected

3 to have such deduction made and such deduction

4 was made under a program approved by the Sec-

5 retary of Labor;".

6 (b) AMENDMENT OF SOCIAL SECURITY ACT.—Para-

7 graph (5) of section 303(a) of the Social Security Act is

8 amended by striking out "; and" at the end thereof and in-

9 serting in lieu thereof ": Provided further, That nothing in

10 this paragraph shall be construed to prohibit deducting an

11 amount from unemployment compensation otherwise payable

12 to an individual and using the amount so deducted to pay for

13 health insurance if the individual elected to have such deduc-

14 tion made and such deduction was made under a program

15 approved by the Secretary of Labor; and".

16 (c) EFFECTIVE DATE.—The amendments made by this

17 section shall take effect on the date of the enactment of this

18 Act.

19 SEC. 512. TREATMENT OF CERTAIN ORGANIZATIONS RETRO-

20 ACTIVELY DETERMINED TO BE DESCRIBED IN

21 SECTION 501(c)(3) OF THE INTERNAL REVENUE

22 CODE OF 1954.

23 If—

24 (1) an organization did not make an election to

25 make payments (in lieu of contributions) as provided in

HR 1900
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1 section 3309(a)(2) of the Internal Revenue Uode of

2 1954 before April 1, 1972, because such organization,

3 as of such date, was treated as an organization de-

4 scribed in section 501(c)(4) of such Code,

5 (2) the Internal Revenue Service subsequently de-

6 termined that such organization was described in sec-

7 tion 501(c)(3) of such Code, and

8 (3) such organization made such an election before

9 the earlier of—

10 (A) the date 18 months after such election

11 was first available to it under the State law, or

12 (BJanuary 1, 1984,

13 then section 3303(0 of such Code shall be applied with re-

14 spect to such organization as if it did not contain the require-

15 ment that the election be made before April 1, 1972, and by

16 substituting "January 1, 1982" for "January 1, 1969".

17 TITLE VI—PROSPECTI'TE PAYMENTS FOR

18 MIEDICARE INPATIIIENT HOSPITAL SERVICES

19 MEDICARE PAYMENTS FOR INPATIENT HOSPITAL

20 SERVICES ON THE BASIS OF PROSPECTIVE RATES

21 SEC. 601. (a)(1) Subsection (a)(1) of section 1886 of the

22 Social Security Act is amended by adding at the end the

23 following new subparagraph:

24 "(B) Subparagraph (A) shall not apply to cost reporting

25 periods beginning on or after October 1, 1985.".
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1 (2) Subsection (a)(4) of such section is amended by

2 adding at the end the following new sentence: "Such term

3 does not include capital-related costs and costs of approved

4 educational activities, as defined by the Secretary.".

5 (b) Subsection (b) of such section is amended—

6 (1) by striking out "Notwithstanding sections

7 1814(b), but subject to the provisions of sections" in

8 paragraph (1) and inserting in lieu thereof "Notwith-

9 standing section 1814(b) but subject to the provisions

10 of section";

11 (2) by inserting "(other than a subsection (d) hos-

12 pital, as defined in subsection (d)(1)(B))" in the matter

13 before subparagraph (A) of paragraph (1) after "of a

14 hospital";

15 (3) by inserting, in the matter in paragraph (1)

16 following subparagraph (B), "(other than on the basis

17 of a DRG prospective payment rate determined under

18 subsection (d))" after "payable under this title";

19 (4) by striking out paragraph (2);

20 (5) by inserting "and subsection (d) and except as

21 provided in subsection (e)" in paragraph (3)(B) after

22 "subparagraph (A)";

23 (6) by inserting "or fiscal year" after "cost re-

24 porting period" each place it appears in paragraph

25 (3)(B);
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1 (7) by inserting "before the beginning of the

2 period or year" in paragraph (3)(B) after "estimated by

3 the Secretary"; and

4 (8) by striking out "exceeds" in paragraph (3)(B)

5 and inserting in lieu thereof "will exceed".

6 (c)(1) Subsection (c)(1) of such section is amended—

7 (A) by striking out "and" at the end of subpara-

8 graph (B),

9 (B) by striking out the period at the end of sub-

10 paragraph (C) and inserting in lieu thereof "; and",

11 and

12 (C) by adding at the end the following:

13 "(B) the Secretary determines that the system

14 will not preclude an eligible organization (as defined in

15 section 1876(b)) from negotiating directly with hospi-

16 tals with respect to the organization's rate of payment

17 for inpatient hospital services.

18 The Secretary cannot deny the application of a State under

19 this subsection on the ground that the State's hospital reim-

20 bursement control system is based on a payment methodolo-

21 gy other than on the basis of a diagnosis-related group or on

22 the ground that the amount of payments made under this title

23 under such system must be less than the amount of payments

24 which would otherwise have been made under this title not

25 using such system. If the Secretary provides that the assur-
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1 ances described in subparagraph (C) are based on maintaining

2 payment amounts at no more than a specified percentage in-

3 crease above the payment amounts in a base period, the

4 State has the option of applying such test (for inpatient hospi-

5 tal services under part A) on an aggregate payment basis or

6 on the basis of the amount of payment per inpatient discharge

7 or admission. If the Secretary provides that the assurances

8 described in subparagraph (C) are based on maintaining ag-

9 gregate payment amounts below a national average percent-

10 age increase in total payments under part A for inpatient

11 hospital services, the Secretary cannot deny the application

12 of a State under this subsection on the ground that the

13 State's rate of increase in such payments for such services

14 must be less than such national average rate of increase.";

15 (2) Subsection (c)(3) of such section is amended—

16 (A) by striking out "requirement of paragraph

17 (1)(A)" and inserting in lieu thereof "requirements of

18 subparagraphs (A) and (B) of paragraph (1) and, if ap-

19 plicable, the requirements of paragraph (5),", and

20 (B) by inserting "(or, if applicable, in paragraph

21 (5))" in subparagraph (B) after "paragraph (1)".

22 (3) Subsection (c) of such section is further amended by

23 adding at the end the following new paragraphs:

HR 1900
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1 "(4) The Secretary shall approve the request of a State

2 under paragraph (1) with respect to a hospital reimbursement

3 control system if—

4 "(A) the requirements of subparagraphs (A), (B),

5 (0), and (I) of paragraph (1) have been met with re-

6 spect to the system, and

7 "(B) with respect to that system a waiver of cer-

8 tam requirements of title XVIII of the Social Security

9 Act has been approved on or before (and which is in

10 effect as of) the date of the enactment of the Social Se-

11 curity Act Amendments of 1983, pursuant to section

12 402(a) of the Social Security Amendments of 1967 or

13 section 222(a) of the Social Security Amendments of

14 1972.

15 "(5) The Secretary shall approve the request of a State

16 under paragraph (1) with respect to a hospital reimbursement

17 control system if—

18 "(A) the requirements of subparagraphs (A), (B),

19 (C), and (B) of paragraph (1) have been met with re-

20 spect to the system;

21 "(B) the Secretary determines that the system—

22 "(i) is operated directly by the State or by an

23 entity designated pursuant to State law,

24 "(ii) provides for payment of hospitals coy-

25 ered under the system under a methodology

HR 1900
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1 (which sets forth exceptions and adjustments, as

2 well as any method for changes in the methodolo-

3 gy) by which rates or amounts to be paid for hos-

4 pital services during a specified period are estab-

5 lished under the system prior to the defined rate

6 period, and

7 "(iii) hospitals covered under the system will

8 make such reports (in lieu of cost and other re-

9 ports, identified by the Secretary, otherwise re-

10 quired under this title) as the Secretary may re-

11 quire in order to properly monitor assurances pro-

12 vided under this subsection;

13 "(0) the State has provided the Secretary with

14 satisfactory assurances that operation of the system

15 will not result in any change in hospital admission

16 practices which result in—

17 "(i) a significant reduction in the proportion

18 of patients (receiving hospital services covered

19 under the system) who have no third-party cover-

20 age and who are unable to pay for hospital serv-

21 ices,

22 "(ii) a significant reduction in the proportion

23 of individuals admitted to hospitals for inpatient

24 hospital services for which payment is (or is likely

HR 1900
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1 to be) less than the anticipated charges for or

2 costs of such services,

3 "(iii) the refusal to admit patients who would

4 be expected to require unusually costly or pro-

5 longed treatment for reasons other than those re-

6 lated to the appropriateness of the care available

7 at the hospital, or

8 "(iv) the refusal to provide emergency serv-

9 ices to any person who is in need of emergency

10 services if the hospital provides such services;

11 "(D) any change by the State in the system which

12 has the effect of materially reducing payments to hos-

13 pitals can only take effect upon 60 days notice to the

14 Secretary and to the hospitals the payment to which is

15 likely to be materially affected by the change; and

16 "(E) the State has provided the Secretary with

17 satisfactory assurances that in the development of the

18 system the State has consulted with local goverumen-

19 tal officials concerning the impact of the system on

20 public hospitals.

21 The Secretary shall respond to requests of States under this

22 paragraph within 60 days of the date the request is submitted

23 to the Secretary.".
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1 (d) Subsection (d) of such section, as added by section

2 110 of the Tax Equity and Fiscal Responsibility Act of 1982,

3 is amended—.

4 (1) by striking out "section 1814(b)" in paragraph

5 (2)(A) and inserting in lieu thereof "subsection (b)",

6 and

7 (2) by redesignating the subsection as subsection

8 (j) and transferring and inserting such subsection at the

9 end of section 1814 of the Social Security Act under

10 the following heading:

11 "Elimination of Lesser-of-Oost-or-Oharges Provision".

12 (e) Such section 1886 is further amended by adding at

13 the end the following new subsections:

14 "(d)(1)(A) Notwithstanding section 1814(b) but subject

15 to the provisions of section 1813, the amount of the payment

16 with respect to the operating costs of inpatient hospital serv-

17 ices (as defined in subsection (a)(4)) of a subsection (d) hospi-

18 tal (as defined in subparagraph (B)) for inpatient hospital dis-

19 charges in a cost reporting period or in a fiscal year—

20 "(i) beginning on or after October 1, 1983, and

21 before October 1, 1986, is equal to the sum of—

22 "(1) the target percentage (as defined in sub-

23 paragraph (0)) of the lesser of the hospital's

24 target amount for the cost reporting period (as de-

25 fined in subsection (b)(3)(A)), or• the limitation es-
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1 tablished under subsection (a) (determined without

2 regard to paragraph (2) thereof) for the period,

3 and

4 "(II) the DRG percentage (as defined in sub-

5 paragraph (€)) of the adjusted DRG prospective

6 payment rate determined under paragraph (2) or

7 (3) for such discharges; or

8 "(ii) beginning on or after October 1, 1986, is

9 equal to the adjusted DRG prospective payment rate

10 determined under paragraph (3) for such discharges.

11 "(B) As used in this section, the term 'subsection (d)

12 hospital' means a hospital located in one of the fifty States or

13 the District of Columbia other than—

14 "(i) a psychiatric hospital (as defined in section

15 1861(f)),

16 "(ii) a rehabilitation hospital (as defined by the

17 Secretary),

18 "(iii) a hospital whose inpatients are predominant-

19 ly individuals under 18 years of age, or

20 "(iv) a hospital which has an average inpatient

21 length of stay (as determined by the Secretary) of

22 greater than 25 days;

23 and, upon request of a hospital and in accordance with regu-

24 lations of the Secretary, does not include a psychiatric or
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1 rehabilitation unit of the hospital which is a distinct part of

2 the hospital (as defined by the Secretary).

3 "(C) For purposes of this subsection, for cost reporting

4 periods beginning, or discharges occurring—

5 "(i) on or after October 1, 1983, and before Octo-

6 ber 1, 1984, the 'target percentage' is 75 percent and

7 the 'DRG percentage' is 25 percent;

8 "(ii) on or after October 1, 1984, and before Oc-

9 tober 1, 1985, the 'target percentage' is 50 percent

10 and the 'DRG percentage' is 50 percent; and

11 "(iii) on or after October 1, 1985, and before Oc-

12 tober 1, 1986, the 'target percentage' is 25 percent

13 and the 'DRG percentage' is 75 percent.

14 "(2) The Secretary shall determine an adjusted DRG

15 prospective payment rate, for each inpatient hospital dis-

16 charge in fiscal year 1984 involving inpatient hospital serv-

17 ices of a subsection (d) hospital (located in an urban or rural

18 area, within a census division) for which payment may be

19 made under part A of this title, as follows:

20 "(A) DETERMINING ALLOWABLE INDIVIDUAL

21 HOSPITAL COSTS FOR BASE PERIOD.—The Secretary

22 shall determine the allowable operating costs of inpa-

23 tient hospital services for the hospital for the most

24 recent cost reporting period for which data are availa-

25 ble.
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1 "(B) UPDATING FOR FISCAL YEAR 1984.—The

2 Secretary shall update each amount determined under

3 subparagraph (A) for fiscal year 1984 by—

4 "(i) updating for fiscal year 1983 by the esti-

5 mated average rate of change of hospital costs in-

6 dustry-wide between the cost reporting period

7 used under such subparagraph and fiscal year

8 1983, and

9 "(ii) projecting for fiscal year 1984 by the

10 applicable percentage increase (as defined in sub-

11 section (b)(3)(B)) for fiscal year 1984.

12 "(C) STANDARDIZING AMOUNTS.—The Secretary

13 shall standardize the amount updated under. subpara-

14 graph (B) for each hospital by—

15 "(i) excluding an estimate of indirect medical

16 education costs,

17 "(ii) adjusting for variations among hospitals

18 by area in the average hospital wage level, and

19 "(iii) adjusting for variations in case mix

20 among hospitals.

21 "(D) COMPUTING URBAN AND RURAL AVERAGES

22 IN EACH CENSUS rnVISION.—The Secretary shall

23 compute an average of the standardized amounts deter-

24 mined under subparagraph (C) for each census divi-

25 sion—
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1 "(i) for all subsection (d) hospitals located in

2 an urban area in that division, and

3 "(ii) for all subsection (d) hospitals located in

4 a rural area in that division.

5 For purposes of this subsection, the term 'census divi-

6 sion' means one of the nine divisions, comprising the

7 fifty States and the District of Columbia, established by

8 the Bureau of the Census for statistical and reporting

9 purposes; the term 'urban area' means an area within

10 a Standard Metropolitan Statistical Area (as defined by

11 the Office of Management and Budget) or within such

12 similar area as the Secretary has recognized under

13 subsection (a) by regulation in effect as of January 1,

14 1983; and the term 'rural area' means any area outside

15 such an area or similar area.

16 "(E) REDUCING FOR VALUE OF OUTLIER PAY-

17 MENTS.—The Secretary shall reduce each of the aver-

18 age standardized amounts determined under subpara-

19 graph (D) by a proportion equal to the proportion (esti-

20 mated by• the Secretary) of the amount of payments

21 under this subsection based on DRG prospective pay-

22 ment rates which are additional payments described in

23 paragraph (5)(A) (relating to outlier payments).

24 "(F) MAINTAINING BUDGET NEUTRALITY.—The

25 Secretary shall adjust each of such average standard-
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1 ized amounts as may be required under subsection

2 (e)(1)(B) for that fiscal year.

3 "(G) COMPUTING DRG-SPECIFIC RATES FOR

4 URBAN AND RURAL HOSPITALS IN EACH CENSUS DI-

5 vISION.—FOr each discharge classified within a diag-

6 nosis-related group, the Secretary shall establish a

7 DRG prospective payment rate which is equal—

8 "(i) for hospitals located in an urban area in

9 a census division, to the product of—

10 "(I) the average standardized amount

11 (computed under subparagraph (D), reduced

12 under subparagraph (E), and adjusted under

13 subparagraph (F)) for hospitals located in an

14 urban area in that division, and

15 "(III) the weighting factor (determined

16 under paragraph (4)03)) for that diagnosis-re-

17 lated group; and

18 "(ii) for hospitals located in a rural area in a

19 census division, to the product of—

20 "(I) the average standardized amount

21 (computed under subparagraph (B), reduced

22 under subparagraph (IE), and adjusted under

23 subparagraph (F)) for hospitals located in a

24 rural area in that division, and
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1 "(II) the weighting factor (determined

2 under paragraph (4)(B)) for that diagnosis-re-

3 lated group.

4 "(II) ADJTJSTING FOR DIFFERENT AREA WAGE

5 LEVELS.—The Secretary shall adjust the proportion

6 (as estimated by the Secretary from time to time) of

7 hospitals' costs which are attributable to wages and

8 wage-related costs, of the DRG prospective payment

9 rates computed under subparagraph (G) for area differ-

10 ences in hospital wage levels by a factor (established

11 by the Secretary) reflecting the relative hospital wage

12 level in the geographic area of the hospital compared

13 to the national average hospital wage level.

14 "(3) The Secretary shall determine an adjusted DRG

15 prospective payment rate, for each inpatient hospital dis-

16 charge in a fiscal year after fiscal year 1984 involving inpa-

17 tient hospital services of a subsection (d) hospital for which

18 payment may be made under part A of this title, as follows:

19 "(A) UPDATING PREVIOUS STANDARDIZED

20 AMOUNTS.—The Secretary shall compute an average

21 standardized amount—.-.

22 "(i) for fiscal years 1985, 1986, and 1987,

23 for hospitals located in a urban area within each

24 census division and for hospitals located in a rural

25 area within each census division, and
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1 "(ii) for subsequent fiscal years, for hospitals

2 located in an urban area and for hospitals located

3 in a rural area,

4 equal to the respective average standardized amount

5 (or, for fiscal year 1988, the weighted average of the

6 respective average standardized amounts) computed for

7 the previous fiscal year under paragraph (2)(ID) or

8 under this subparagraph, increased by the applicable

9 percentage increase under subsection (b)(3)(B) for that

io particular fiscal year.

11 "(B) REDUCING FOR VALUE OF OUTLIER PAY-

12 MENTS.—The Secretary shall reduce each of the aver-

13 age standardized amounts determined under subpara-

14 graph (A) by a proportion equal to the proportion (esti-

15 mated by the Secretary) of the amount of payments

16 under this subsection based on DRG prospective pay-

17 ment amounts which are additional payments described

18 in paragraph (5)(A) (relating to outlier payments).

19 "(C) MAINTAINING BUDGET NEUTRALITY.—The

20 Secretary shall adjust each of such average standard-

21 ized amounts as may be required under subsection

22 (e)(1)(B) for that fiscal year.

23 "çD) COMPUTING DEG-SPECIFIC RATES FOR

24 URBAN AND RURAL HO5pITAL5.—For each discharge

25 classified within a diagnosis-related group, the Secre-
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1 tary shall establish a DRG prospective payment rate

2 for the fiscal year which is equal—

3 "(i) for hospitals located in an urban area

4 (and, if applicable, in a census division), to the

5 product of—

6 "U) the average standardized amount

7 (computed under subparagraph (A), reduced

8 under subparagraph (B), and adjusted under

9 subparagraph (0)) for the fiscal year for hos-

10 pitals located in an urban area (and, if appli-

11 cable, in that division), and

12 "(II) the weighting factor (determined

13 under paragraph (4)(B)) for that diagnosis-re-

14 lated group; and

15 "(ii) for hospitals located in a rural area

16 (and, if applicable, in a census division), to the

17 product of—

18 "(I) the average standardized amount

19 (computed under subparagraph (A), reduced

20 under subparagraph (B), and adjusted under

21 subparagraph (0)) for the fiscal year for hos-

22 pitals located in a rural area (and, if applica-

23 ble, in that division), and
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1 "(II) the weighting factor (determined

2 under paragraph (4)(B)) for that diagnosis-re-

3 lated group.

4 "(E) ADJiJSTING FOR DIFFERENT AREA WAGE

5 LEVELS.—The Secretary shall adjust the proportion,

6 (as estimated by the Secretary from time to time) of

7 hospitals' costs which are attributable to wages and

8 wage-related costs, of the DRG prospective payment

9 rates computed under subparagraph (B) for area differ-

10 ences in hospital wage levels by a factor (established

11 by the Secretary) reflecting the relative hospital wage

12 level in the geographic area of the hospital compared

13 to the national average hospital wage level.

14 "(4)(A) The Secretary shall establish (and may from

15 time to time make changes in) a classification of inpatient

16 hospital discharges by diagnosis-related groups and a meth-

17 odology for classifying specific hospital discharges within

18 these groups.

19 "(B) For each such diagnosis-related group the Secre-

20 tary shall assign (and may from time to time recompute) an

21 appropriate weighting factor which reflects the relative hos-

22 pita! resources used with respect to discharges classified

23 within that group compared to discharges classified within

24 other groups.
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1 "(5)(A)(i) The Secretary shall provide for an additional

2 payment amount (as determined by the Secretary) for a sub-

3 section (d) hospital for any discharge in a diagnosis-related

4 group the length of stay of which exceeds by 30 or more days

5 the mean length of stay of discharges within that group.

6 "(ii) The Secretary shall provide for an additional pay-

7 ment amount (as determined by the Secretary) for a subsec-

8 tion (d) hospital for any discharge in a diagnosis-related

9 group—

10 "(I) the length of stay of which exceeds by a

11 period (which may vary by. diagnosis-related group) of

12 less than 30 days the mean length of stay for dis-

13 charges within that group or

14 "(II) which reflects extraordinarily or unusually

15 expensive costs relative to discharges classified within

16 that group,

17 so that the total of the additional payments made under this

18 subparagraph for discharges in a fiscal year is not less than 4

19 percent of the total payments made based on DRG prospec-

20 tive payment rates for discharges in that year.

21 "(B) The Secretary shall provide for an additional pay-

22 ment amount for subsection (d) hospitals with indirect costs of

23 medical education, in an amount computed in the same

24 manner as the adjustment for such costs under regulations (in

25 effect as of January 1, 1983) under subsection (a)(2), except
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1 that in the computation under this subparagraph the Secre-

2 tary shall use an educational adjustment factor equal to twice

3 the factor provided under such regulations.

4 "(C)(i) The Secretary shall provide for such exceptions

5 and adjustments to the payment amounts established under

6 this subsection as the Secretary deems appropriate to take

7 into account the special needs of public or other hospitals that

8 serve a significantly disproportionate number of patients who

9 have low income or are entitled to benefits under part A of

10 this title.

11 "(ii) The Secretary may provide (on a general, class, or

12 individual basis) for exceptions and adjustments to the pay-

13 ment amounts established under this subsection to, take into

14 account the special needs of sole community hospitals. For

15 purposes of this section the term 'sole community hospital'

16 means a hospital that, by reason of factors such as isolated

17 location or absence of other hospitals (as determined by the

18 Secretary), is the sole source of inpatient hospital services

19 reasonaMy availaMe to individuals in a geographical area

20 who are entitled to benefits under part A.

21 "(iii) The Secretary shall provide by regulation for such

22 other exceptions and adjustments to such payment amounts

23 as the Secretary deems appropriate (inc'uding exceptions and

24 adjustments that may be appropriate with respect to public
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1 and teaching hospitals and with respect to hospitals involved

2 extensively in treatment for and research on cancer).

3 "(iv) The Secretary may provide for such adjustments to

4 the payment amounts as the Secretary deems appropriate to

5 take into account the unique circumstances of hospitals locat-

6 ed in Alaska and Hawaii.

7 "(D)(i) The Secretary shall estimate for each fiscal year

8 the amount of reimbursement made for services described in

9 section 1862(a)(14) with respect to which payment was made

10 under part B in the base reporting periods referred to in para-

11 graph (2)(A) and with respect to which payment is no longer

12 being made in the fiscal year.

13 "(ii) The Secretary shall provide for an additional pay-

14 ment for subsection (d) hospitals in each fiscal year so as
15 appropriately to reflect the net amount described in clause (i)

16 for that fiscal year.

17 "(E) This paragraph shall apply only to subsection (d)

18 hospitals that receive payments in amounts computed under

19 this subsection.

20 "(6) The Secretary shall provide for publication in the

21 Federal Register, on or before the September 1 before each

22 fiscal year (beginning with fiscal year 1984), of a description

23 of the methodology and data used in computing the adjusted

24 DRG prospective payment rates under this subsection, in-

25 cluding any adjustments required under subsection (e)(1)(B).
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1 "(7) There shall be no administrative or judicial review

2 under section 1878 or otherwise of—

3 "(A) the determination of the requirement, or the

4 proportional amount, of any adjustment effected pursu-

5 ant to subsection (e)(1), and

6 "(B) the establishment of diagnosis-related groups,

7 of the methodology for the classification of discharges

8 within such groups, and of the appropriate weighting

9 factors thereof under paragraph (4).

10 "(e)(1)(A) For cost reporting periods of hospitals begin-

11 ning in fiscal year 1984 or fiscal year 1985, the Secretary

12 shall provide for such proportional adjustment in the applica-

13 ble percentage increase (otherwise applicable to the periods

14 under subsection (b)(3)€B)) as may be necessary to assure

15 that—

16 "(i) the aggregate payment amounts otherwise

17 provided under subsection (d)(1)(A)(i)(I) for that fiscal

18 year for operating costs of inpatient hospital services of

19 hospitals,

20 are not greater or less than—

21 "(ii) the target percentage (as defined in subsec-

22 tion (d)(1)(C)) of the payment amounts which would

23 have been payable for such services for those same

24 hospitals for that fiscal year under this section under
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1 the law as in effect before the date of the enactment of

2 the Social Security Act Amendments of 1983;

3 except that the adjustment made under this subparagraph

4 shall apply only to subsection (d) hospitals and shall not apply

5 for purposes of making computations under subsection

6 (d)(2)(B)(ii) or subsection (d)(3)(A).

7 "(B) For discharges occurring in fiscal year 1984 or

8 fiscal year 1985, the Secretary shall provide under subsec-

9 tions (d)(2)(F) and (d)(3)(O) for such equal proportional adjust-

10 ment in each of the average standardized amounts otherwise

11 computed for that fiscal year as may be necessary to assure

12 that—

13 "(i) the aggregate payment amounts otherwise

14 provided under subsection (d)(1)(A)(i)(ll) for that fiscal

15 year for operating costs of inpatient hospital services of

16 hospitals,

17 are not greater or less than—

18 "(ii) the DRG percentage (as defined in subsection

19 (d)(1)(O)) of the payment amounts which would have

20 been payable for such services for those same hospitals

21 for that fiscal year under this section under the law as

22 in effect before the date of the enactment of the Social

23 Security Act Amendments of 1983.

24 "(2) The Secretary shall provide for appointment of a

25 panel of independent experts (hereinafter in this subsection
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1 referred to as the 'panel') to review the applicable percentage

2 increase factor described in subsection (b)(3)(B) and make

3 recommendations to the Secretary on the appropriate per-

4 centage increase which should be effected for hospital inpa-

5 tient discharges under subsections (b) and (d) for fiscal years

6 beginning with fiscal year 1986. In making its recommenda-

7 tions, the panel shall take into account changes in the hospi-

8 tal market-basket described in subsection (b)(3)(B), hospital

9 productivity, technological and scientific advances, the qual-

10 ity of health care provided in hospitals, and long-term cost-

11 effectiveness in the provision of inpatient hospital services.

12 "(3) The panel, not later than the May 1 before the

13 beginning of each fiscal year (beginning with fiscal year

14 1986), shall report its recommendations to the Secretary on

15 an appropriate increase factor which should be used (instead

16 of the applicable percentage increase described in subsection

17 (b)(3)(B)) for inpatient hospital services for discharges in that

18 fiscal year.

19 "(4) Taking into consideration the recommendations of

20 the panel, the Secretary shall determine for each fiscal year

21 (beginning with fiscal year 1986) the percentage increase

22 which will apply for purposes of this section as the applicable

23 percentage increase (otherwise described in subsection

24 (b)(3)(B)) for discharges in that fiscal year.
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1 "(5) The Secretary shall cause to have published in the

2 Federal Register, not later than—

3 "(A) the June 1 before each fiscal year (beginning

4 with fiscal year 1986), the Secretary's proposed deter-

5 mination under paragraph (4) for that fiscal year, and

6 "(B) the September 1 before such fiscal year, the
7 Secretary's final determination under such paragraph

8 for that year.

9 The Secretary shall include in the publication referred to in

10 subparagraph (A) for a fiscal year the report of the panel's

11 recommendations submitted under paragraph (3) for that
12 fiscal year.

13 "(6) The Secretary shall maintain, for a period ending

14 not earlier than September 30, 1988, a system for the report-

15 ing of costs of hospitals receiving payments computed under

16 subsection (d).

17 "(0(1) The Secretary shall establish a system for moni-

18 toring admissions and discharges of hospitals receiving pay-

19 ment in amounts determined under subsection (b) or subsec-

20 tion (d) of this section. Such system shall use fiscal interme-

21 diaries, utilization and quality control peer review organiza-

22 tions with contracts under part B of title XI, and others to

23 review hospital admission and discharge practices and the

24 quality of inpatient hospital services provided for which pay-

25 ment may be made under part A of this title.
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1 "(2) If the Secretary determines that a hospital, in order

2 to circumvent the payment method established under subsec-

3 tion (b) or (d) of this section, has taken an action that results

4 in the admission of individuals entitled to benefits under part

5 A unnecessarily, unnecessary multiple admissions of the same

6 such individuals, or other inappropriate medical or other

7 practices with respect to such individuals, the Secretary

8 may—

9 "(A) deny payment (in whole or in part) under

10 part A with respect to inpatient hospital services pro-

11 vided with respect to such an unnecessary admission

12 (or subsequent admission of the same individual), or

13 "(B) require the hospital to take other corrective

14 action necessary to prevent or correct the inappropriate

15 practice.

16 "(3) The provisions of paragraphs (2), (3), and (4) of

17 section 1862(d) shall apply to determinations under para-

18 graph (2) of this subsection in the same manner as they apply

19 to determinations made under section 1862(d)(1).

20 "(g)(1) No payment may be made under this title for

21 capital-related costs of capital expenditures (as defined in sec-

22 tion 1122(g)) for inpatient hospital services in a State, which

23 expenditures occurred after the end of the three-year period

24 beginning on the date of the enactment of this subsection,

25 unless the State has an agreement with the Secretary under
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1 section 1122(b) and, under the agreement, the State has rec-

2 ommended approval of the capital expenditures.

3 "(2) The Secretary shall provide that the amount which

4 is allowable, with respect to costs of inpatient hospital serv-

5 ices for which payment may be made under this title, for a

6 return on equity capital for subsection (d) hospitals (as de-

7 fined in subsection (d)(1)(B)) shall, for cost reporting periods

8 beginning on or after October 1, 1983, and before October 1,

9 1986, be equal to the target percentage (as defined in subsec-

10 tion (d)(1)(C)) of the amounts otherwise allowable under regu-

11 lations in effect on March 1, 1983. For cost reporting periods

12 beginning on or after October 1, 1986, the Secretary shall

13 not provide for any such return on equity capital for such.

14 hospitals.".

15 CONFORMING AMENDMENTS

16 SEC. 602. (a) Section 1153(b)(2) of the Social Security

17 Act is amended by adding at the end the following new sub-

18 paragraph:

19 "(0) The twelve-month period referred to in subpara-

20 graph (A) shall be deemed to begin not later than October

21 1983.".

22 (b) Sections 1814(g) and 1835(e) of the Social Security

23 Act are each amended by inserting "(or would be if section

24 1886 did not apply)" after "section 1861(v)(1)(D)".
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1 (c) Section 1814(h)(2) of such Act is amended by strik-

2 ing out "the reasonable costs for such services" and inserting

3 in lieu thereof "the amount that would be payable for such

4 services under subsection (b) and section 1886".

5 (d)(1) The matter in section 1861(v)(i)(G)(i) of such Act

6 following subclause (1111) is amended by striking out "on the

7 basis of the reasonable cost of" and inserting in lieu thereof

8 "the amount otherwise payable under part A with respect

9 to".

10 (2) Section 1861(v)(2)(A) of such Act is amended by

11 striking out "an amount equal to the reasonable cost of" and

12 inserting in lieu thereof "the amount that would be taken into

13 account with respect to".

14 (3) Section 1861(v)(2)(B) of such Act is amended by

15 striking out "the equivalent of the reasonable cost of".

16 (4) Section 1861(v)(3) of such Act is amended by strik-

17 ing out "the reasonable cost of such bed and board furnished

18 in semi-private accommodations (determined pursuant to

19 paragraph (1))" and inserting in lieu thereof "the amount

20 otherwise payable under this title for such bed and board fur-

21 nished in semi-private accommodations".

22 (e) Section 1862(a) of such Act is amended—

23 (1) by striking out "or" at the end of paragraph

24 (12),
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1 (2) by striking out the period at the end of para-

2 graph (13) and inserting in lieu thereof "; or", and

3 (3) by adding at the end the following new para-

4 graph:

5 "(14) which are other than physicians' services

6 and which are furnished to an individual who is an in-

7 patient of a hospital by an entity other than the hospi-

8 tal, unless the services are furnished under arrange-

9 ments (as defined in section l86l(w)(1)) with the entity

10 made by the hospital.".

11 (0(1) Section 1866(a)(1) of such Act is amended—

12 (A) by striking out "and" at the end of subpara-

13 graph (B),

14 (B) by striking out the period at the end of sub-

15 paragraph (E), and

16 (0) by adding at the end the following new sub-

17 paragraphs:

18 "(F) in the case of hospitals which provide inpa-

19 tient hospital services for which payment may be made

20 under subsection (c) or (d) of section 1886, to maintain

21 an agreement with a utilization and quality control

22 peer review organization (which has a contract with

23 the Secretary under part B of title XI) under which

24 the organization will perform functions under that part

25 with respect to the review of admissions, discharges,
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1 and quality of care respecting inpatient hospital serv-

2 ices for which payment may be made under part A of

3 this title,

4 "(G) in the case of hospitals which provide inpa-

5 tient hospital services for which payment may be made

6 under subsection (b) or (d) of section 1886, not to

7 charge any individual or any other person for inpatient

8 hospital services for which such individual would be

9 entitled to have payment made under part A but for a

10 denial or reduction of payments under section 1886(0,

11 and

12 "(H) in the case of hospitals which provide inpa-

13 tient hospital services for which payment may be made

14 under section 1886(d), to have all items and services

15 (other than physicians' services) (i) that are furnished

16 to an individual who is an inpatient of the hospital, and

17 (ii) for which the individual is entitled to have payment

18 made under this title, furnished by the hospital or oth-

19 erwise under arrangements (as defined in section

20 1861(w)(1)) made by the hospital.".

21 (2) The matter in section 1866(a)(2)(B)(ii) of such Act

22 preceding subclause (I) is amended by inserting "and except

23 with respect to inpatient hospital costs with respect to which

24 amounts are payable under section 1886(d)" after "(except

25 with respect to emergency services".
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1 (g) Section 1876(g) of such Act is amended by adding at

2 the end the following:

3 "(4) A risk-sharing contract under this subsection may,

4 at the option of an eligible organization, provide that the Sec-

5 retary—

6 "(A) will reimburse hospitals either for the rea-

7 sonable cost (as determined under section 186 1(v)) or

8 for payment amounts determined in accordance with

9 section 1886, as applicable, of inpatient hospital serv-

10 ices furnished to individuals enrolled with such organi-

11 zation pursuant to subsection (d), and

12 "(B) will deduct the amount of such reimburse-

13 ment for payment which would otherwise be made to

14 such organization.".

15 (h)(1) Section 1878(a) of such Act is amended—

16 (A) by inserting "and (except as provided in sub-

17 section (g)(2)) any hospital which receives payments in

18 amounts computed under section 1886(d) and which

19 has submitted such reports within such time as the

20 Secretary may require in order to make payment under

21 such section may obtain a hearing with respect to such

22 payment by the Board" after "subsection (h)" in the

23 matter before paragraph (1),

24 (13) by inserting "(i)" after "(A)" in paragraph

25 (1)(A),
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1 (C) by inserting "or" at the end of paragraph

2 (1)(A) and by adding after such paragraph the follow-

3 ing new clause:

4 "(ii) is dissatisfied with a final determination

5 of the Secretary as to the amount of the payment

6 under section 1886(d),", and

7 (D) by striking out "(1)(A)" in paragraph (3) and

8 inserting in lieu thereof "(1)(A)(i), or with respect to

9 appeals under paragraph (1)(A)(ii), 180 days after

10 notice of the Secretary's final determination,".

11 (2) Section 1878(g) of such Act is amended by inserting

12 "(1)" after "(g)" and by adding at the end the following new

13 paragraph:

14 "(2) The determinations and other decisions described in

15 section 1886(d)(7) shall not be reviewed by the Board or by

16 any court pursuant to an action brought under subsection (0

17 or otherwise.".

18 (3) The third sentence of section 1878(h) of such Act is

19 amended striking out "cost reimbursement" and inserting in

20 lieu thereof "payment of providers of services".

21 (i) The first sentence of section 1881(b)(2)(A) of such

22 Act is amended by inserting "or section 1886 (if applicable)"

23 after "section 1861(v)".
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1 (j) Section 1887(a)(1)(B) of such Act is amended by in-

2 serting "or on the bases described in section 1886" after "on

3 a reasonable cost basis".

4 REPORTS, EXPERIMENTS AND DEMONSTRATION PROJECTS,

5 AND INTENT OF CONGRESS RESPECTING TREATMENT

6 OF NEW CAPITAL EXPENDITURES

7 SEC. 603. (a)(1) The Secretary of Health and Human

8 Services (hereinafter in this title referred to as the "Secre-

9 tary") shall study and report to the Congress at the end of

10 1983 on—

11 (A) the method by which capital-related costs as-

12 sociated with inpatient hospital services can be includ-

13 ed within the prospective payment amounts computed

14 under section 1886(d) of the Social Security Act,

15 (B) payment with respect to a return on equity

16 capital for hospitals receiving payments under such

17 section, and

18 (C) the impact on skilled nursing facilities of hos-

19 pital prospective payment systems, and recommenda-

20 tions concerning payment of skilled nursing facilities.

21 (2)(A) The Secretary shall study and report annually to

22 the Congress at the end of each year (beginning with 1984

23 and ending with 1987) on the actual impact, of the payment

24 methodology under section 1886(d) of the Social Security Act

25 during the previous year, on individual hospitals, classes of
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1 hospitals, beneficiaries, and other payors for inpatient hospi-

2 tal services, and, in particular, on the impact of computing

3 averages by census division, rather than on a national aver-

4 age basis. Each such report shall include such recommenda-

5 tions for such changes in legislation as the Secretary deems

6 appropriate. The Comptroller General shall review and com-

7 ment on the adequacy of each of the reports with respect to

8 their analysis of the impact of the payment methodology

9 under section 1886(d) of the Social Security Act.

10 (B) During fiscal year 1984, the Secretary shall begin

11 the collection of data necessary to compute the amount of

12 physician charges attributable, by diagnosis-related groups,

13 to physicians' services furnished to inpatients of. hospitals

14 whose discharges are classified within those groups. The Sec-

15 retary shall include, in annual report to Congress under sub-

16 paragraph (A) for 1984, recommendations on the advisability

17 and feasibility of providing for determining the amount of the

18 payments for physicians' services furnished to hospital inpa-

19 tients based on the DRG classification of the discharges of

20 those inpatients.

21 (C) In the annual report to Congress under subpara-

22 graph (A) for 1985, the Secretary shall include the results of

23 studies on—

24 (i) the feasibility and impact of eliminating or

25 phasing out separate urban and rural DRG prospective
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1 payment rates under paragraph (3) of section 1886(d)

2 of the Social Security Act;

3 (ii) whether and the method under which hospi-

4 tals, not paid based on amounts determined under such

5 section, can be paid for inpatient hospital services on a

6 prospective basis as under such section;

7 (iii) the appropriateness of the factors used under

8 paragraph (5)(A) of such section to compensate hospi-

9 tals for the additional expenses of outlier cases;

10 (iv) the feasibility and desirability of applying the

11 payment methodology under such section to payment

12 by all payors for inpatient hospital services; and

13 (v) the impact of such section on hospital ad.mis-

14 sions and the feasibility of making a change in the

15 DRG prospective payment rates or requiring preadmis-

16 sion certification in order to minimize the incentive to

17 increase admissions.

18 (D) In the annual report to Congress under subpara-

19 graph (A) for 1986, the Secretary shall include the results of

20 a study examining the overall impact of State systems of hos-

21 pital payment (either approved under section 1886(c) of the

22 Social Security Act or under a waiver approved under sec-

23 tion 402(a) of the Social Security Amendments of 1967 or

24 section 222(a) of the Social Security Amendments of 1972),

25 particularly assessing such systems' impact not only on the
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1 medicare program but also on the medicaid program, on pay-

2 ments and premiums under private health insurance plans,

3 and on tax expenditures.

4 (b)(1) Except as provided in paragraph (2), the amend-

5 ments made by this title shall not affect the authority of the

6 Secretary to develop, carry out, or continue experiments and

7 demonstration projects.

8 (2) The Secretary shall provide that, upon the request of

9 a State which has a demonstration project, for payment of

10 hospitals under title XVI1IE of the Social Security Act ap-

11 proved under section 402(a) of the Social Security Amend-

12 ments of 1967 or section 222(a) of the Social Security

13 Amendments of 1972, which (A) is in effect as of March 1,

14 1983, and (B) was entered into after August 1982, the terms

15 of the demonstration agreement shall be modified so that the

16 demonstration project is not required to maintain the rate of

17 increase in medicare hospital costs in that State below the

18 national rate of increase in medicare hospital costs.

19 (c) It is the intent of Congress that, in implementing a

20 system for including capital-related costs under a prospec-

21 tively determined payment rate for inpatient hospital serv-

22 ices, costs related to capital projects initiated on or after

23 March 1, 1983, may be distinguished and treated differently

24 from costs of projects initiated before such date.
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1 EFFECTIVE DATES

2 SEC. 604. (a)(1) Except as provided in paragraph (2),

3 the amendments made by this title apply to items and serv-

4 ices furnished by or under arrangements with a hospital be-

5 ginning with its first cost reporting period that begins on or

6 after October 1, 1983. A change in a hospital's cost reporting

7 period that has been made after November 1982 shall be

8 recognized for purposes of this section only if the Secretary

9 finds good cause for that change.

10 (2)(A) Section 1866(a)(1)(F) of the Social Security Act

11 (as added by section 602 (f)(1)(C) of this title) takes effect on

12 October 1, 1984, and section 1862(a)(14) (as added by sec-

13 tion 602(e)(3) of this title) and sections 1886(a)(1) (G) and (H)

14 of such Act (as added by section 602ffl(1)(C) of this title) take

15 effect on October 1, 1983.

16 (B) The Secretary may provide that, during the period

17 ending October 1, 1986, the provisions of sections

18 1862(a)(14) and 1866(a)(1)UJ) of the Social Security Act

19 shall not apply to services furnished in hospitals that can

20 demonstrate that their billing practice prior to October 1,

21 1982, was to bill for such services independent of the hospital

22 payment.

23 (b) The Secretary shall make an appropriate reduction

24 in the payment amount under section 1886(d) of the Social

25 Security Act (as amended by this title) for any discharge, if
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1 the admission has occurred before a hospital's first cost re-

2 porting period that begins after September 1983, to take into

3 account amounts payable under title XVIII of that Act (as in

4 effect before the date of the enactment of this Act) for items

5 and services furnished before that period.

6 (c)(1) The Secretary shall cause to be published in the

7 Federal Register a notice of the interim final DRG prospec-

8 tive payment rates established under subsection (d) of section

9 1886 of the Social Security Act (as amended by this title) no

10 later than September 1, 1983, and allow for a period of

11 public comment thereon. The DRG prospective payment

12 rates shall become effective on October 1, 1983, without the

13 necessity for consideration of comments received, but the

14 Secretary shall, by notice published in the Federal Register,

15 affirm or modify the amounts by December 31, 1983, after

16 considering those comments.

17 (2) A modification under paragraph (1) that reduces a

18 DRG prospective payment rate shall apply only to discharges

19 occurring after 30 days after the date the notice of the modi-

20 fication is published in the Federal Register.

21 (3) Rules to implement subsection (d) of section 1886 of

22 the Social Security Act (as so amended) shall, and excep-

23 tions, adjustments, or additional payment amounts under

24 paragraph (5) of such subsection may, be established in ac-

25 cordance with the procedure described in this subsection.

0
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SOCIAL SECURITY ACT AMENDMENTS OF 1983

INTRODUCTION

On Thursday, March 3, 1983, the Committee on Ways and Means,
U.S. House of Representatives, approved H.R. 1900, the Social
Security Act Amendments of 1983, by a vote of 32 to 3. This
document is prepared for the use of the Members of Congress and
is intended to serve only as a convenient condensation of the
bill's principal provisions. The Committee report will provide
the official legislative history.

TITLE I.

PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL SECURITY SYSTEM

COVERAGE

New Federal Employees ($9.3 billion)

Provides for coverage under social security of the follow-
ing groups: (I) all Federal employees hired on or after
January 1, 1984, including those with previous periods of Federal
service; (2) legislative branch employees on the same basis, as
well as all, current employees of the legislative branch who are
not participating in the Civil Service Retirement System as of
December 31, 1983; (3) all Members of Congress, the President
and the Vice—President effective January 1, 1984; (4) all new
employees of the judicial branch, including judges, on or after
January 1, 1984; (5) all elected officials and political appoin-
tees of all branches of government, including (in addition to
elected officials mentioned above) all sitting Federal judges,
and all executive level and senior executive service political
appointees, as of January 1, 1984. Salaries of Federal judges
under age 70 will be considered wages for purposes of the
social security earnings test.

Nonprofit Employees ($12.5 billion)

Extends social security coverage on a mandatory basis to
all employees of nonprofit organizations as of January 1, 1984.
Nonprofit employees age 55 or older affected by this provision
would be deemed to be fully insured for social security benefits
after acquiring a given number of quarters of coverage, accor-
ding to a sliding scaie set in the law (e.g., 20 quarters would
be required for persons age 55 and 56, ranging down to 6 quarters
for those age 60 and over).

* All cost estimates are preliminary, subject to revision by the
Office of the actuary, Social Security administration. The
estimates are cumulative for 1983—1989.

(1)
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Prohibit Termination by State and ($3.2 billion)
Local Governments

Prohibits state and local governments from terminating
coverage for their employees if the termination has not taken
effect by the date legislation is enacted, and allows State and
local governments which have withdrawn from the social security
system to voluntarily rejoin.

COMPUTPTION OF BENEFITS

Delay Cost—Of—Living adjustment ($39.4 billion)

Delays the June 1983 cost—of—living adjustment until December
(January 1984 check), and provides all subsequent cost—of—living
adjustments in December (January checks). The SMI premium would
not be adjusted until January 1, 1984. A cost—of—living adjust-
ment would be provided in the January 1984 payment even if the
increase in the CPI is less than 3 percent.

Stabilizer

Beginning with 1988, if the fund ratio of the combined OPSDI
Trust Funds as of the beginning of a year is less than 20.0 percent,
the automatic cost—of—living (COLA) adjustment of OPSDI benefits
would be based on the lower of the CPI increase or the increase
in average wages. P "catch—up" benefit payment would be made In
a subsequent year whenever trust fund reserves reach at least 32
percent.

Windfall Benefits ($0.3 billion)

Modifies the social security benefit formula (substituting
61 percent for the 90 percent in the first bracket of the formula)
so as to reduce social security benefits received by workers who
are eligible for a pension from noncovered work but who have
worked long enough in covered employment to be eligible for
social security benefits. This formula would apply only to
those reaching age 60 after 1983.

Delayed Retirement Credit

Gradually increases the delayed retirement credit from 3 per-
cent to 8 percent per year between 1990 and 2010.

REVENUE PROVISIONS

Taxation of Social Security (OSDI) ($27.3 billion)
Benefits for Higher—Income Persons

Includes in taxable income, beginning in 1984, a portion of
social security benefits and Tier One benefits payable under
the Railroad Retirement Pct for taxpayers whose adjusted gross
income combined with 50 percent of their benefits exceeds a base
amount. The base amount would be $25,000 for an individual,
$32,000-for a married couple filing a joint return and zero for
married persons filing separate returns. The amount of benefits
that could be included in taxable income would be the lesser of
one—half of benefits or one—half of the excess of the taxpayers
combined income (adjusted gross income plus one—half of benefits)
over the base amount.
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The proceeds from the taxation of benefits, as estimated by
the Treasury Department, would be transferred to the appropriate
trust funds.

FICA Tax Rates (OASDI) ($39.4 billion)

Advances the payroll tax increase scheduled for 1985 to 1984
and part of the increase scheduled for 1990 to 1988, as indicated
below. (Conforming changes would be made in the Tier One Railroad
Retirement Tax rates.)

Employer-Employee OASDI Tax Rate
(Each)

[In percent]

Current Law Proposed

1984 5.40 5.70
1985 5.70 5.70
1986 5.70 5.70
1987 5.70 5.70
1988 5.70 6.06
1989 5.70 6.06
1990 6.20 6.20

Tax Credit for 1984 FICA Taxes

Provides for a one time credit of 0.3 percent of wages to
be allowed against 1984 employee FICA and Tier One Railroad
Retirement taxes. Appropriations to the Old Age and Survivors
and Disability Insurance Trust Funds would be based on a 5.7
percent rate. Conforming changes would be made in Tier One
Railroad Retirement Tax rates.

Tax on Self—Employment Income ($18.5 billion)

Beginning in 1984, the OASDHI rates for self—employed persons
would be equal to the combined employer-employee OASDHI rate. In
addition, self—employed persons would be allowed a SECA tax credit
of 2.1 percent of net self—employment income in 1984, 1.8 percent
from 1985 through 1988 and 1.9 percent thereafter.

BENEFITS FOR CERTAIN SURVIVING, DIVORCED AND DISABLED SPOUSES

Benefits for Certain Widows, (—$1.5 billion)
Divorced and Disabled Women

Four provisions were approved to continue benefits for a
surviving divorced or disabled spouse who remarries, to increase
benefits for disabled widows and widowers and for widows whose
husbands died several years before the widow is eligible for
benefits and to allow divorced spouses to draw spouses benefits
at age 62 whether or not the former spouse has retired.
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MECHM4ISMS TO ASSURE CONTINUED BENEFIT PAYMENTS IN UNEXPECTEDLY
ADVERSE CONDITIONS

Interfund Borrowing

Authorizes interfund borrowing between the OASI, DI and HI
trust funds for calendar years 1983—1987, with provision for
repayment of the principal and interest of all such loans
(including amounts borrowed in 1982) at the earliest feasible
time but not later than the end of calendar year 1989.

Fixed Monthly Tax Transfers

Provides for a revision of accounting procedures under which
the Treasury would credit to the OASDHI trust funds, at the
beginning of each month, the amount of payroll tax revenues that
is estimated to be received during the month. These amounts
would be invested by the trust funds as all other assets are
invested, and the trust fund would pay interest to the general
fund on these amounts.

Managing Trustee Report to the Congress Concerning
Trust Fund Shortfalls

Requires the Board of Trustees to report immediately to
Congress whenever the amount in trust fund is unduly small
and to recommend in that report a specific legislative plan
to remedy the shortfall. Any plan must be enacted by Congress
before taking effect and would go into effect no earlier than
30 days after enactment.

OTHER FINANCING AMENDMENTS

Reimbursement to Trust Funds for Military Wage Credits
and Uncashed OASDI Checks ($17.2 billion)

Military Wage Credits

Provides for a lump—sum payment to the OASDI trust funds
from the General Fund of the Treasury for: (i) The present value
of the estimated additional benefits arising from the gratuitous
military service wage credits for service before 1957; and
(ii) the amount of the combined employer—employee OASDHI taxes
on the gratuitous military service wage credits for service
approval by Congress of a repayment plan that must be submitted
after 1956 and before 1983.

Uncashed OASDI Checks

Provides for a lump—sum payment to the OASDI trust funds from
the General Fund representing the amount of all uncashed benefit
checks which have been issued in the past, and requires the imple-
mentation of a procedure to credit the trust funds on a regular
basis with an amount equal to the value of all OASDI benefit
checks which have not been negotiated for a period of six months.
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TITLE II.

ADDITIONAL PROVISIONS RELATING TO LONG-TERM
FINANCING OF THE SOCIAL SECURITY SYSTEM

Long—Range Benefit Formula and Tax Rate Changes

Reduces initial benefit levels by 5 percent by decreasing
the factors in the benefit formula by two—thirds of 1 percent
each year for 8 years beginning in the year 2000. Increases the
OASDI tax rate by .24 percentage points for employers and employees
each in the year 2015.

TITLE III.

MISCELLANEOUS AND TECHNICAL PROVISIONS

The bill also includes a series of miscellaneous and
technical provisions relating to cash management, elimination of
gender—based distinctions under the social security program,
coverage, and other matters.

Trust Fund Investment Procedures

Several changes would be made in the investment procedures
of the social security trust funds. Most importantly, a new
short—term rate would be added so that the trust funds would
be invested at short—term or long—term rates in order to maximize
return to the funds.

Social Securitys a Separate Function in the Unified Budget

Displays the OASI, DI, HI and SMI fund operations as a
separate function 650 within the budget. Beginning with fiscal
year 1988, these trust fund operations would be removed from
the unified budget.

SSA as Independent Agency

Authorizes a feasibility and implementation study with
respect to establishing SSA as an independent agency.

Public Pension Offset

Beginning in July 1983, the amount of a social security
beneficiary's public pension offset would be one—third of the
public pension.

Elective Compensation

Provides that employer contributions to the following elec-
tive compensation arrangements will be includible in the FICA
wage base: cash or deferred compensation (section 401(k) of the
Internal Revenue Code), cafeteria plans (section 125) and tax—
sheltered annuities (section 403(b)).
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FICA Wage Base

Provides that the definition of wages subject to the FICA

tax would be interpreted solely with reference to the FICA
statute, not witi' reference to income taxes or income tax

withholding. An explicit exclusion from FICA tax would be

provided for meals and lodging excluded from income tax under

section 119 of the Internal Revenue Code.

Simplified Employee Pensions

Provides that employer contributions to a simplified em-

ployee pension (SEP) would be exempt from FICA, but employee
contributions would be subject to FICA. Conforming changes

would be made in the Social Security Act definition of covered

wages.

Income Tax Credit for Elderly and Disabled

The present Federal income tax credit for the elderly is

increased and combined with the disability income exclusion.

The resulting credit would be available for certain individuals

under age 65 whO have retired on permanent and total disability

(to the extent of disability income) and individuals age 65 or

over. The credit would no longer be available to those under

age 65 whO are not disabled and the disability exclusion is

repealed. The credit would be 15 percent of a base amount equal

to $5,000 for single individuals and $7,500 for joint return.
As under present law, the base amount is reduced by amounts of
social security or railroad retirement benefits and by one—half

of adjusted gross income that exceeds $7,500 for a single return

and $10,000 for a joint return.

Titles I, II and III as approved by the committee produce

savings and additional social security trust fund revenue
through 1989 of $165.3 billion and eliminate the long—term

deficit of 2.09 percent of taxable payroll.
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TITLE IV.

SUPPLEMENT SECURITY INCOME BENEFITS

SSI Benefit Increase and Pass—through Requirements

As approved by the Committee, the Federal SSI benefit
payment is increased by $20 per month for individuals and $30
per month for couples, effective July 1, 1983.

The next Federal SSI cost—of—living adjustment (COLA) is
delayed from July 1983 until January 1984, and the current linkage
between the OASDI and the SSI COLA is maintained. Federal SSI
benefits will be adjusted in January 1984, and every January
thereafter, by the same amount and under the same procedures as
OASDI benefits.

The current SSI pass—through law is amended to provide that,
in order to meet the "payment level' pass—through requirement, a
State could not reduce its SSI supplemental payment levels below
the amount that would provide SSI recipients with an increase
in benefits equal to the amount that Federal SSI benefits would
be increased in July 1983 under the current COLA provisions. A
State could continue to comply with Federal pass—through law by
meeting the present aggregate amount" requirement. In other
words, as under current law, a State would not be required to
spend more in total for State SSI supplemental payments than the
total aggregate amount of State supplementation paid by the
State in the previous 12—month period.

Disregard of Emergency and Other In—Kind Assistance

The committee approved a provision under which, until
September 30, 1984, emergency and other in—kind assistance provided
by a private non—profit organization to an aged, blind or disabled
individual, or to a family with dependent children, would be
disregarded under the SSI and AFDC programs, if the State determines
that such assistance was provided on the basis of need.

Payment of SSI to Temporary Residents of Public Emergency
Shelters

Under current law, aged, blind or disabled individuals who
are residents of private emergency shelters are eligible for
SSI. However, such residents of public shelters cannot receive
SSI. The committee approved a provision under which aged, blind
or disabled individuals who are temporary residents of public
emergency shelters could receive SSI payments for a period of
up to three months during any 12—month period.

TITLE V.

UNEMPLOYMENT COMPENSATION PROVISIONS

Extension of Federal Supplemental Compensation (FSC) Program

The Committee bill extends the FSC program for six months,
from April 1, 1983 through September 30, 1983.

Effective April 1, 1983, FSC benefits would be payableas follows:
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(a) Basic sc Benefits: Individuals who begin receiving FSC

on or after April 1, 1983 could receive up to a maximum

of:

— 14 weeks in States with IUR 6.0 or above
— 13 weeks in States with IUR 5.0 to 5.9
— 11 weeks in States with IUR 4.5 to 4.9
— 10 weeks in States with IUR 3.5 to 4.4
— 8 weeks in all other States

(b) Additional FSC Benefits: Individuals who exhaust FSC on

or before April 1, 1983 could receive additional weeks

equal to three—fourths of their former FSC entitlement,

up to a maximum of:

— 10 weeks in 14 week States
— 8 weeks in 13 and 11 week States
— 6 weeks in 10 and 8 week States

(c) Individuals who begin receiving FSC prior to April 1,

1983, and who have FSC entitlement after that date,

could also receive additional weeks under (b) above.

However, the combination of their basic FSC entitlement
received after April 1, 1983, and the additional weeks

provided in (b), cannot exceed the Inaximun' number of

weeks of basic FSC benefits payable in their State.

Option for Voluntary Health Insurance Program

The committee approved an amendment that provides States
the option of deducting an amount from the unemployment compensa-

tion benefits otherwise payable to an individual and using the

amount deducted to pay for health insurance, if the individual

elects to have such a deduction made from his benefits.

Treatment of Certain Organizations That Were RetroaCtivel2z!

Granted 501(c)(3) Status

The committee approved an amendment that allows a nonprofit

organization that elects to switch from the contribution to

the reimbursement method of financing unemployment benefits to

apply any accumulated balance in its State unemployment account

to costs incurred after it switches to the reimbursement method,

und.r certain conditions.

TITLE VI.

PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES

The Committee has approved a proposal to pay Lor inpatient
hospital services under the medicare program on the basis of

prospectively determined rates. The new prospective payment

system, which generally follows the outline of an Administration
proposed plan, would reimburse hospitals on a per—case basis.

A single payment amount would be paid for each type of case,

identified by the diagnosis related group (DRG) into wttich each

case is classified. The proposal, as approved by the Committee,

consists of the elements that follow:
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Setting the Prospective Payment Amount

Under the proposal, the Secretary would be required to
prospectively determine a payment amount for each medicare
hospital discharge. Discharges would be classified into
diagnosis related groups, or DRG5. In order to moderate the
impact of the prospective payment proposal on urban and rural
hospitals and across different regions of the country, separate
payment rates would apply to urban and rural areas in each
of the nine census divisions of the country (the 50 States and
the District of Columbia). The regional adjustment would no
longer apply (i.e., sunsetted) beginning with payments after the
fourth year of the program. The Secretary would also be required
to study and report to Congress for each of the four years during
the transition period on the appropriateness and necessity for
the regional adjustor. In addition, the Secretary would be
required to study and report to Congress, before the end of
1985, on the appropriateness of the urban/rural differential.
The DRG rates would be adjusted for regional differences in
hospital wage levels so that hospitals in high wage areas would
receive somewhat larger payments than hospitals in lower wage
areas. Hospitals would be allowed to keep payment amount8 in
excess of costs and would be required to absorb any costs in
excess of the DRG rates. The Secretary would be authorized to
make adjustments in the payment rates to take into account the
unique circumstances of hospitals in Hawaii and Alaska.
Hospitals would not be permitted to charge medicare beneficiaries
for any of their costs in excess of the deductible and coinsurance
amounts now required by law.

The rates established for hospitals would be derived from
historical medicare cost data. These data would be updated
to fiscal year 1983 by the estimated industry-wide increase
in hospital costs. The rates would be further updated for
fiscal years 1984 and 1985 by the increase in a marketbasket
index measure of the changes in the co5ts of goods and ser-
vices purchased by hospitals, plus one percentage point.
Such increases would be subject to the requirement that expen-
ditures under the prospective plan be no greater than those
under the limits of the Tax Equity and Fiscal Responsibility
Act of 1982. For years beginning with fiscal year 1986, a
panel of independent experts would review the appropriateness
of the update formula, taking into account such factors as
changes in the marketbasket, productivity, technological and
scientific advances, the quality of health care and utilization
of relatively costly though effective methods of care. The
Secretary could revise the update methodology based on the
expert panel's recommendations. The Secretary would be re-
quired to maintain a system of reporting costs during the
period of transition to the new prospective payment system
and for at least two years after full implementation of the new
payment program.

The Secretary would be required to provide additional
payment amounts in cases of exceptionally lengthy stays in
hospitals and, as determined by the Secretary, for other extra-
ordinarily costly cases. Such additional payments would be re—
quired to equal total payments under the prospective payment
system in not less than four percent of medicare cases.
The Secretary is also directed to study and report to Congress,
before the end of 1985, on the appropriateness of the policies
developed for paying for these atypical (or "outlier") cases.
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Transition to the New Pra!pctive Payment System

Implementation of the new prospective payment system would be

phased—in over a 3—year period, starting with each hospital's
first accounting year beginning on or after October 1, 1983.

During the first year, 25 percent of the payment amount would be

determined under the diagnosis related prospective payment
methodology described above; 75 percent of the payment amount

would be determined on each hospitals own cost base. During

the second year, 50 percent of the payment amount would be deter-

mined under the prospective payment methodology and 50 percent

on the basis of each hospitaPs own cost base. During the third

year of the transition, 75 percent of the payment amount would

be determined under the prospective payment methodology and 25
percent would be determined on each hospital own cost base.

During the fourth year, 100 percent of the payment amount would
be determined under the diagnosis related payment methodology.

The intent of the phase—in period is to avoid any disruptions

that might occur for hospitals because of any sudden change in

medicare reimbursement policy.

Hospitals, which can demonstrate to the Secretary that their

practice prior to October 1, 1982 was such that some of their

services were billed independently of payments received by the
hospital, could be permitted by the Secretary to continue such

billing arrangements during the transition period during which

the prospective payment system is phased—inS Such arrangements

would not be recognized once the prospective payment system was

fully implemented.

Exclusion of Medical Education and Capital—Related Expenses

Capital—related costs and direct and indirect expenses
associated with medical education activities would be specifically

excluded from payment determinations under the prospective payment

system. Medical education expenses, such as the salaries of

interns and residents under approved education programs, would

continue to be paid on the basis of reasonable cost. In addition,

with respect to indirect medical education expenses, an adjustment

would be provided equal to twice the amount of the teaching

adjustment in the "section 223" limits of present law.

Payment for capital—related expenses would continue to be

made as under current law. The Secretary would be required to
study and report to Congress, by December 31, 1983, recomnienda—

tions for including capital—related costs (including costs
relating to a return on net equity) under the prospective payment

system. For purposes of developing any subsequent policies

relating to payments for capital on a prospective basis, projects

initiated on or after March 1, 1983, would be considered new
capital subject to special future rules. States would be required

to have a section 1122 capital—approval agreement within 3 years

as a condition of payment for future capital expenditures in the

State. This provision would take effect only if alternative capital

payment policies are not enacted in the interim.

Payments for capital expenses relating to a return on net

equity for proprietary institutions would be phased—out over the

transition period during which the prospective payment system
is phased—in. During the first year of the transition, 75 percent
of any return on equity amount would be paid, since 75 percent

Of each payment to a hospital per discharge during that year
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would be cost—based. During the second year, 50 percent of anyreturn on equity amount would be paid, since half of an institu—tions payments per discharge during that year would be costbased. During the third year, 25 percent of the return on equity
payment would be paid. Beginning in the fourth year, no paymentsfor a return on equity would be paid, since 100 percent of thepayments to hospitals would be determined under the diagnosis
related prospective payment system.

Exemptions, Exceptions and Adjustments

Under the proposal, psychiatric, long—term care, children'sand rehabilitation hospitals would be exempt from the prospec-tive payment system and would continue to be reimbursed on acost—based system and would be subject to the target reimburse-
ment limitation provided for in current law. Hospitals with re-habilitation units or psychiatric care units could applyto the Secretary for exemption from the prospective payment
system for care rendered in those units. Such hospital units
would be paid under the cost—based system of present law. TheSecretary would be required to report to Congress, before the
end of 1985, on whether exempted hospitals should be brought
under the prospective system and, if so, how this could be accom-plished.

The Secretary would be authorized to provide for exceptions
and adjustments to take into account the special needs of solecommunity providers. Also, the Secretary would be required toprovide, by regulation, for such exceptions and adjustments ashe or she deems appropriate, including those with respect topublic hospitals, teaching hospitals, and hospitals that are
extensively involved in cancer treatment and research. In addi-tion, the Secretary would be required to provide exceptions andadjustments for hospitals that serve a disproportionately large
number of low—income persons and medicare beneficiaries.

Administrative and Judicial Review

The proposal provides for the same administrative and
judicial review procedures under the new prospective paymentsystem as those available to hospitals under present
law, except that neither administrative nor judicial reviewof (1) the adequacy of the amount of prospective payments
and (2) the establjsent of the diagnosis related classifi-
cations would be permitted.

Admissions and Quality Review

The Secreta would be required to establish an admissionsand discharges monitoring
system utilizing the Health Care

Financing Administration, medicare intermediaries, professionalstandards review organizations/profess0
review organizationsor such other medical review authority, to review admission

practices and quality of care. In addition, hospitals would berequired to contract with a professional review organization, orany other review organization authorized
to conduct review forthe medicare program in an area, for review of admissions,

discharges, and quality of care as a condition of receiving
medicare payments. The law would specify that the 12—monthwaiting period required before medicare intermediaries may bedesignated as review organizations would start to run on thedate the Secretary begins to enter into contracts with review
organizations or on October 1, 1983, whichever is earlier.
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The Secretary would be authorized to disallow payment and/or

terminate program participation, o require hospitals to take

corrective action where a provider is determined to be engaged in

aberrant and unacceptable practices.

The Secretary would be required to study and report back to

congre8s before the end of 1985 on long—range policy changes to

limit increases in admissions resulting from the prospective

payment system. The Secretary would be required to include

analyses and recommendations on adjustments to the DRG payment

rate for increased admissions to minimize the incentive to

increase admissions and to report on the development of admini-

strative systems, such as pre—admissiOn certification.

State Cost Control Systems

Under the Committee proposal, the Secretary would be autho-

rized to make medicare payments according to a States hospital
cost control system, if the State so requests, if the system:

(1) applies to substantially all non—Federal acute care hospital8;

(2) applies to at least 75 percent of hospital revenues in the

State; (3) treats payors, employees, and patients equitably; (4)

will not result in greater medicare expenditures over a three—year

period than would otherwise have been made; and (5) will not

preclude HMO5 or CMP5 from negotiating directly with hospitals

with respect to payment for inpatient hospital services. The

Secretary would be prohibited from requiring that a State system

be based on DRG5 or that the States rate of increase in hospital

costs be less than the rate of increase for the United States.

The Secretary would be required to continue medicare waivers in

States which currently have them if the five conditions above

are being met.

The Secretary would be required, upon request of the State,

to modify the terms of the current demonstration project agree-

ments gith the States of New York and Massachusetts to eliminate

the requirement that New York or Massachusetts maintain a rate

of increase in medicare hospital costs in the State which is

less than the national rate of increase in medicare hospital

costs.

In addition, the Secretary would be required to approve

within 60 days a request for a State program if it meets the

above five conditions and certain other requirements, including

that the system: (1) is operated directly by the State or an

entity designated by law; (2) is prospective; (3) provides
for such ho8pital cost reports as the Secretary may require;

(4) will not result in changes in admission practices which
will reduce treatment to low income, high cost, or emergency

patients; and (5) will not reduce payments without 60 days

notice to the Secretary. The Secretary is required to provide

the Congress and the State an explanation for any denial of

approval of the State program.

Under the COmmnittees proposal, local government officials

must be consulted in the development of a State cost control
system with respect to its impact on publicly Owned hospitals.

The Secretary would be required to quantify and report to

the Congress, before the end of 1986, on the overall impact of
State systems, assessing their impact on medicare and other
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programs, on private health insurance costs and premiums, andon tax expenditures.

Impact Studies and Research on Payment Methods

Under the COmmittees proposal, the Secretary would be
required to analyze the impact of the prospective payment
plan in Operation on individual

hOspitals, classes of hospitals,
and third-party payors, and to report \o Congress in each offour years. In addition, GAO would be required to review theadequacy of the Secretary's analysis.

The Secretary would be required to report to Congress by
December 31, 1983, on the impact on skilled nursing facilities
(SNF5) of the hospital prospective payment system and to makerecommendations with respect to the payment of SEWs.

The Committee agreed that report language should expressthe COmmittees intention that the Secretary conduct a major,independent, multiple_disciplinary
research effort, and thatsuch research shall include long—term contracts with two orthree university_based applied research centers, on issuesrelated to medicare program costs and payment methods, and shallinclude the use of such experts as physicians, economists, stat-isticians, actuaries, financial and organizational specialists

and other relevant disciplines.
The Committee report would

also require studies of assignInent/non...as5ignmen
for hospitals,public disclosure of hospital DRG rates, and payment methods toHMO5 and CMP5.

yents to Physicians

In the first year of the program, fiscal year 1984, the
Secretary would be required to begin to collect data to calculatephysician charges for each DRG. The Secretary would be requiredto report to the Congress by December 31, 1984, on the advisa-bility and feasibility of making physician payments under aprospective payment system.

'0





House of Representatives
WEDNESDAY, MARCH 9, 1983

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

Mr. PEPPER. Mr. Speaker, by direc-
tion of the Committee on Rules, I call
up House Resolution 126 and ask for
its immediate consideration.

The Clerk read the resolution, as fol-
lows:

H. RES. 126
Re.olved, That at any time after the adop-

tion of this resolution the Speaker may,
pursuant to clause 1(b) of rule III, de-
clare the House resolved Into the Commit-
tee of the Whole House on the State of the
Union for the consideration of the bill (H.R.
1900) to assure the solvency of the Social
Security Trust Funds, to reform the medi-
care reimbursement of hospitals, to extend
the Federal supplemental compensation
program, and for other purposes, and the
first reading of the bill shall be dispensed
with. All points of order against the consid-
eration of the bill for failure to comply with
the provisions of sections 303(a), 3 11(a), and
40lib1) of the Congressional Budget Act
of 1974 (Public Law 93-344) are hereby
waived, and all points of order against the
bill for failure to comply with clause 5(a) of
rule XXI are hereby waived. After general
debate, which shall be confined to the bill
and shall continue not to exceed four hours.
to be eua1ly divided and controlled by the
chairman and ranking minority member of
the Committee on Ways and Means, the bill
shall be considered as having been read for
amendment under the five-minute rule. No
amendment to the bill shall be in order in
the House or in the Committee of the
Whole except the blowing amendments,
which shall not be subject to amendment
and shall be considered only in the follow-
ing order: (1) amendments recommended by
the Committee on Ways and Means; (2) the
amendment printed in the Congressional
Record of March 8, 1983, by Representative
Pickle of Texa.s, and said amendment shall
be debatable for not to exceed two hours,
equally divided and controlled by the propo-
nent of the amendment and the chairman
of the Committee on Ways and Means or
his designee; and (3) the amendment print-
ed In the Congressional Record of March 7,
1983, ty Representative Pepper of Florida,
said amendment shall be in order even if
the amendment designated number (2)
above has been adopted, and said amend.
ment shall be debatable for not to exceed
two hours, equally divided and controlled by
the proponent of the amendment and the

0 This symbol represents the time of day during the House proceedings, e.g., 01407 is 2:07 p.m.
• This "bullet' symbol identifies statements or insertions which are not spoken by the Member on the floor.
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chairman of the Committee on Ways and
Means or his designee. At the conclusion of
the consideration of the bill for amendment,
the Committee shall rise and report the bill
to the House with. such amendments as may
have been adopted, and the previous ques-
tion shall be considered as ordered on the
bill and amendments thereto to final pas-
sage without intervening motion except one
motion to recommit.

The SPEAKER. The gentleman
from Florida (Mr. PEPPER), is recog-
nized for 1 hour.

Mr. PEPPER. Mr. Speaker, I yield
30 minutes to my able friend, the gen-
tleman from Tennessee (Mr. QuIu.EN),
and to myself I yield such time as I
shall consume.

(Mr. PEPPER asked and was given
permission to revise and extend his re-
marks.)

Mr. PEPPER. Mr. Speaker, House
Resolution 126 provides for the consid-
eration of H.R. 1900, the Social Secu-
rity Act Amendments of 1983. By the
way, this is an historic day In our land,
Mr. Speaker, as we consider one of the
most important measures ever to come
before this House.

The committee bill proposes sub-
stantial changes In the social security
cash benefit programs, the medicare
hospital insurance program, the Fed-
eral unemployment compensation pro-
gram, and the supplemental security
Income program.

Mr. Speaker, House Resolution 126
is a modified closed rule which is de
signed to permit the House to proceed
to the consideration of H.R. 1900 in an
orderly and expeditious manner. The
rule provides 4 hours of general debate
to be equally divided between the
chairman and the ranking minority
member of the Committee on Ways
and Means.

There are several waivers of poInts
of order for violations of provisions of
the Congressional Budget Act. First,
the rule waives section 303(a) which
prohibits consideration of legislation
which provides new budget authority
or Increases revenues in a fiscal year
prior to the adoption of the first
budget resolution for such fiscal year.
This waiver is necessary because var-
ious provisions of the bill provide for
Increased revenues into the social se-
curity trust fund, effective in fiscal
year 1984, and as a consequence, new
budget authority automatically cre-
ated for fiscal year 1984. Since the in-
creased revenues and the new budget
authority flowing from those revenues
are first effective in fiscal year 1984,
and since no first budget resolution
for that fiscal year had been adopted,
the bill violates section 303(a) of the
Budget Act.

Second, the rule waives section
311(a) of the Budget Act which pro-
hibits consideration of measures which
increase spending in a fiscal year in
excess of the ceilings set forth in the
most recently agreed to budget resolu-
tion. The current level of spending is
Over the budget ceiling for fiscal year
1983, and since this bill provides addi-
tional spending for fiscal year 1983, it

would be subject to a point of order
under the provisions of the Budget
Act.

The final budget waiver is of section
401(b)(1) of the act which bars consid-
eration of any legislation which pro-
vides new entitlement authority which
is to become effective before the first
day of the fiscal year which begins
during the calendar year in which the
bill is reported. This waiver is neces-
sary because section 401 of the bill
provides for an increase in the Federal
supplemental security income benefit
standard for individuals and couples,
effective July 1, 1983, and thus vio-
lates section 401(b)(1) of the Budget
Act. While the Committee on Rules
does not intend to routinely waive
these provisions of the Budget Act,
the Committee on Rules recognized
the need to support these emergency
waivers to permit consideration of this
crucial piece of legislation.

Mr. Speaker, House Resolution 126
waives clause 5(a) of rule XXI which
prohibits appropriations in a legisla-
tive bill. Various provisions of the bill
provide transfers of money from the
general fund to..the trust fund, direct
payments from the trust fund or oth-
erwise constitute an appropriation
without any further action of the Ap-
propriations Committee, and thus a
waiver of clause 5, rule XXI, is needed.

This is a necessarily tightly struc-
tured rule to preserve the delicate bal-
ance of the compromise of the Social
Security Commission and the Ways
and Means Committee amendments.
However, the committee drafted a rule
to permit consideration of the two dif-
ferent approaches to resolving the
problem of the long-term social secu-
rity deficit. The bill shall be consid
ered as read for amendment. The rule
provides that no amendments shall be
in order in the House or in the Com-
mittee of the Whole except: First,
Ways and Means Committee amend-
ments—and we were advised by the
chairman of the Ways and Means
Committee at the hearings before the
Rules Committee that the committee
has no amendments; second, the
amendment by Representative PICKLE,
which is printed in the CoNGRESSIONAL
RECORD of March 8, 1983; and third,
my amendment printed in the CoN-
GRSSIONAL RECORD of March 7, 1983.

These amendments shall be consid-
ered in the specified order, are not
amendable, but shall each be open to
debate for 2 hours. I would point out
to the Members that the Pepper
amendment would be in order even if
Mr. PICKLE's amendment is adopted.
Under the normal parliamentary prorn
cedure, the last amendment adopted
would be the amendment prevailing.

Finally, upon conclusion of the con-
sideration of the bill, one motion to re-
commit would be in order.

Mr. Speaker, H.R. 1900 is primarily
focused upon the refinancing of the
social security cash benefit programs,
and title I of the bill reflects the rec-
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ommendations of the National Com-
mission on Social Security Reform.

The Commission recommended that
additional financing come from the
following sources: First, extension of
social security coverage; second, in-
creased revenues from the payroll tax
and general revenues; third, decreased
outlays through certain limited bene-
fit charges; and fourth, mechanisms to
automatically "stabilize" the system
and to assure benefit payments during
periods of poor economic performance.
The Commission also recommended
benefit enhancements targeted to cer-
tam divorced, disabled, and surviving
spouses, as well as workers who delay
retiring.

0 1015
And, by the way, that Is a very sig-

nificant part of the bill, because it
gives an incentive to the people to
keep on working rather than taking
their retirement benefits at an earlier
age.

For example, the present law pro-
vides for a 3-percent increase in pri-
mary benefits for every year between
65 and 70 in which retirement is de-
layed. The Commission recommended
and the Ways and Means Committee
has adopted the recommendation of
the Commission that the delayed re-
tirement credit be increased to 8 per-
cent annually. As a result, older per-
sons who remain in the work force
until age 70 would receive a 40-percent
bonus, whereas under the present law
these workers would only receive a
total 15-percent increase.

Title I of the bill addresses two-
thirds of the projected 75-year actuar-
ial deficit, and the entire short-range
(1983—89) deficit in the cash benefit
programs.

The remaining one-third of the long-
range deficit is addressed in title II of
the bill.

The revenue provisions of title II
raise average income to the system of
0.28 percent of payroll, and the benefit
provisions decrease system outlays by
0.43 percent of payroll. In general,
benefit reductions account for 60 per-
cent of the additional long-range f i-

nancing, while revenue Increases con-
stitute the remaining 40 percent.

Title III includes the miscellaneo
provisions relating to cash manage
ment contained In H.R. 660 introduce
by Mr. PICKlE. This title also embodie
some of the recommendations of th
Commission which have little or no fi
nancing impact.

The consequences of the 6-mont
cost of living adjustment allowanc
delay on lower Income OASD
beneficiaries are addressed in title I
of the bill, which amends the SSI pro
gram. Under the bill, an across-the
board increase of $20 per month wouk
offset the impact of a 6-month cost o.
living adjustment delay in both thi
OASDI and SSI programs.

In short, what that means is tha
the lower income social securit
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beneficiaries who derive less income
because of the 6-month delay In the
cost-of-living adjustment will have
benefited to a• degree. This is .because
that loss is offset by an mcrease In the
amount they can receive in SSI bene-
fits. That is, if they are in the lowest
income brackets of those who receive
social security, and, by definition also
receive 551, their SSI benefits in that
case may be increased as much as $20
a month.

The consequences of the 6-month
cost-of-living allowance delay, as I
have said, on OASDI beneficiaries are
addressed in title IV of the bill, which
amends the 551 program. Under the
bill, an across-the-board increase of
$20 a month would offset the Impact
of a 6-month cost-of-living delay in
both the OASDI and SSI programs,

Title V of H.R. 1900 temporarily
continues the Federal supplemental
compensation program which targets
extended unemployment compensa-
tion benefits to States suffering from
higher than average unemployment
rates. This will extend benefits to
many of the 1.2 million Individuals
who will have exhausted their supple-
mental benefits by April 1.

Finally, Mr. Speaker, title IV of the
bill implements, on a phased-in basis, a
fundamental reconstructing of the
manner in which hospitals are reim-
bursed under the medicare hospital in-
surance program as directed by Public
Law 97-248 the Tax Equity and Fiscal
Responsibility Act of 1982.

Mr. Speaker, adoption of this rule
will permit the House to act on legisla-
tion to determine the future of this
Nation's social insurance program,
which protects the earnings of 95 out
of 100 working Americans from dis-
ability, retirement, or death. Through
our action today, we can assure the 36
million beneficiaries, 116 million con-
tributing workers and 140 million in-
sured dependents and survivors that
we intend to uphold our commitment
to them.

And I want to emphasize, Mr. Speak-
er, this is the first time in the history
of social security that the President of
the United States and the Congress of
the United States have pledged their
honor that social secur1ty, at least for
the next 75 years, will remain sound
and solvent and strong. And if the
House, as I hope it will, adopts my
amendment, we can add to that with-
out any cut in benefits to the benefici-
aries of social security throughout
that 75-year period.

We can restore the faith, thus, of
the American people and the integrity
of the U.S. Government and of our In-
ention to keep the promises we have
nade.

I urge my colleagues to allow the
Porisideration of this bill by adopting
iouse Resolution 126. -

Mr. QUILLEN. Mr. Speaker, I yield
myself such time as I may use.

(Mr. QUILLEN asked and was given
ermission to revise and extend his re-
narks.)

Mr. QUILLEN. Mr. Speaker, the
able gentleman from Florida (Mr.
PEPPER) has described the provisions
of the rule and also the provisions of
the bill. He was a distinguished
member of the National Commission
on Social Security Reform, and I com-
mend the Commission for coming up
with a plan to rescue social security
from gomg into the red, which it will
in July unless Congress acts. Without
major changes, checks which benefici-
aries are now receiving will not be
forthcoming.

I also commend the members of the
Ways and Means Committee for quick
action.

Yesterday in the Rules Committee
we discussed the measure thoroughly
having before us 19 Members to tes
tify. Most of those Members felt that
the Commission's report, a amended
by the action of the Ways and Means
Committee, was something that th
House should pass though many had
one amendment or another that they
hoped to have considered.

Although there was an amendment
offered in the House Rules Committee
to postpone the inclusion of Federal
workers for 1 year0 it failed by a voice
vote.

Mr. Speaker, time is running out. We
have used up our tape and our paste
and our balling wire, and It s time
that we repaired the system on a per-
manent basis. To do it, we must assure
those receiving social security checks,
first of all, that those checks will not
be cut from the amount that they are
now receiving and, second, we must
assure those recipients that those
checks will be forthcoming

After the action of the House today,
I hope we can send to the other body
and to the President of the United
States a bill to really rescue social se-
curity. I feel that this is the plan.
There are many provisions In this bill
that I do not like. I have aiways op-
posed bringing Federal workers under
the umbrella of social security. But
this compromise provides a balance
when you consider the fact that only
new employees coming aboard alter
January 1, 1984 are Included, and we
have assurance from the Ways and
Means Committee, and others, that
the present retirement system of the
Federal workers will always remain
sound. That s an obligation of the
Congress of the United States, and
that obligation will be carried out.

So with all of the lemons that we
might find in the measure, I think it
behooves all of us to realize that time
is running out.

Now, on the two amendments, the
Pickle amendment, with 2 hours of
debate, will be discussed first, and the
amendment offered by the gentleman
from Florida (Mr. PEPPER) will be dis-
cussed second, with 2 hours of debate.

Now, if Pickle and Pepper both pass,
the Pepper amendment will prevail. So
let us get down to the business of pass-
mg this measure to rescue the social
security system, to guarantee that

those checks will go out in July and to
guarantee that no recipient will re-
ceive lower benefits.

Mr. Speaker, I yield 5 minutes to the
gentleman from Missouri (Mr.
TAYLOR).

(Mr. TAYLOR asked and was given
permission to revise and extend his re-
marks.)

Mr. TAYLOR. Mr. Speaker, House
Resolution 126 is the rule under which
the House will consider the social se-
curity financing legislation this Nation
so urgently needs in order to eliminate
the deficits in the social security
system.

Our distinguished chairman, the
gentleman from Florida (Mr. PEPPER)
has described the parlimentary situa-
tion set forth under this rule. The
Committee on Rules has set the stage
for what I believe will be one of the
most Important debates in this House
In this decade, and that is how we en-
deavor to make certain that enough
funds will always be available to keep
the program solvent without altering
fts fundamental structure or under-
mining its basic programs.

The rule provides for only two
anendments, both of which offer al-
ternative ways to correct the long-
range deficit problems of social secu-
rity. The Committee on Ways and
Mears has included a provision tha.t
reduces the Initial benefit leve]s gradu-
ally, beginning In the year 2000; as
well as increasing the tax rate in the
year 2015.

The alternatives made n order by
this rule are the one offered by the
gentleman from Florida (Mr. PEPPER),
which increases the tax rate by a
larger amount than recommended by
the committee, and does so In the year
2010. The other alternative Is the one
offered by the gentleman from Texas
(Mr. PIcKLp), which raises the normal
retirement age for monthly social se-
curity beneficiaries in gradual steps
between the years 2000 and 2009, and
between the years 2017 and 2027.

Mr. Speaker, a11 of us are committed
to protecting the social security
system, and this bill assures those
Americans who have faithfully partici-
pated in the socal security system that
they will not be deprived in the bene
fits they have earned a right to.

This rule, crafted by the Cormnittee
on Rules following our lengthy hear-
mg yesterday, gives the House an op-
portunity to make a choice In how we
solve the long-term financing arrange-
ment.

Mr. Speaker, I am truly sorry to say
that the rule does not allow for a sepa-
rate vote on the issue of social security
coverage for newly hired Federal and
postal workers. The committee's bill
mandates such coverage for all new
employees after January 1, 1984, and
several Members requested the Rules
Committee provide an opportunity for
amendments to this provision.

Of all the suggestions we were pre-
sented with yesterday, the idea for a
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delay of the effective date of this pro-
vision until we come up with a new
civil service retirement program for
Federal employees who will be covered
by social security, or until the end of
1984, whichever date would be the ear-
liest, made the most sense.

Suggested by our colleague, the gen-
tleman from Minnesota (Mr. OBER-
sTAR), this amendment would have
made coverage under social security
for new Federal employees a certain
thing.

At the same, the Oberstar amend-
ment would have given those of us
who serve on the Committee on Post
Office and Civil Service a better op-
portunity to write a new civil service
retirement law for these employees. I
offered the motion in the Committee
on Rules to give Mr. OBERSTAR the
right to offer his amendment on the
floor of the House, but my motion was
not agreed to.

Nevertheless, Mr. Speaker, I support
this rule and I urge the House to
adopt the rule. I think it is important
for us to keep in mind our common
goal as far as a social security financ-
ing package is concerned.

The Congress needs to reach a solu-
tion that will preserve the financial in-
tegrity of the social security system;
insure that benefits paid to current
beneficiaries will not be reduced;
insure that benefits are not cut below
their current levels; and Insure that
the funding problems of future years
are met in the most fair and humane
manner.

0 1030
Mr. PEPPER. Mr. Speaker, I yield 3

minutes to the able gentleman from
Maryland (Mr. BAIUIEs).

(Mr. BARNES asked and was given
permission to revise and extend his re-
marks.)

Mr. BARNES. Mr. Speaker, I thank
the very distinguished chairman of
the Rules Committee and one of my
heroes for yielding this time to me
this morning.

Mr. BARNES. Mr. Speaker, Federal
employee constituents have told their
Representatives in Congress that they
do not want new Federal hires covered
by social security. Federal employees
have been lobbymg for weeks on this
issue. For weeks, many Members have
relayed two messages to their constitu-
ents: First, that the bipartisan agree-
ment would disintegrate if new Feder-
al hires were removed from the pack-
age; and second, that there would not
be sufficient time to negotiate a new
bipartisan agreement if the first pack-
age fell apart.

This explanation has not been
warmly received. Social security cover-
age, to no one's surprise, is the No. 1
bread and butter issue for Federal em-
ployees. It threatens both pay and re-
tirement benefits. A great deal has
been written and publicized by both
proponents and opponents of coverage
in recent weeks on the impact of ex-
tending social security coverage to new
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'ederal hires. Much of what has ap-
peared has attempted to dismiss em-
ployee concerns as unfounded—based
upon misstatement of fact and distor-
tions about the intent of Congress.

Mr. Speaker, I believe that it is vital-
ly important that Members under-
stand the !npact of extending cover-
age to new Federal hires. On January
1, 1984 new Federal hires must begin
paying 7 percent of their income to
social security and another 7 percent
to the civil service retirement trust
fund. We have chosen to extend social
security coverage to new Federal hires
well in advance of the development of
a supplementary pension program.
Such legislation should dovetail these
two very dissimilar retirement pro-
grams and insure that all Federal re-
tirees, present and future, could main-
tam retirement income commensurate
to what the Federal Government pres-
ently offers.

Therefore, Mr. Speaker, for the for-
seeable future, Federal employees en-
tering the service will have to pay
nearly one fifth of their net pay
toward their retirement at a time in
which Federal employee compensation
lags 20 percent behind comparable
wages paid in the private sector. Our
Federal retirement program, until re-
cently, attracted the Nation's finest in-
dividuals to Federal service. It offered
attractive, if deferred, compensation
that Insured a dignified retirement fol-
lowing years of service, In the wake of
the social security amendments, Fed-
eral retirement would become the
single greatest disincentive to joining
Federal service. The fact that 94 per-
cent of all private retirement plans re-
quire no employee contribution em-
phasizes the point.

Current Federal retirees and Federal
employees nearing retirement have ex-
pressed fears that extending social se-
curity coverage to new Federal hires
undermines the solvency of their re-
tirement trust fund. Their trust fund
is currently in excellent condition with
$109 billion securities reserves project-
ed for fiscal year 1984. Depriving the
trust fund of the contributions of new
hires would reduce the annual flow of
funds to the trust by $665 million in
fiscal year 1984. If no satisfactory sup-
plementary plan is enacted in fiscal
year 1985, the figure grows to $1.12
bfflion.

In short, retirees know with certain-
ty: First, their retirement system is
under attack. the administration
claims that Federal retirement is too
expensive and too generous; second,
Congress is moving legislation which
would reduce the flow of funds into
the retirement trust fund; third, a sup-
plementary retirement plan remains
an absolute unknown—and we now
have reports from the Senate that the
other body may not be willing to move
quickly to shape a new retirement pro-
gram, especially before a Presidential
election.

It seems, Mr. Speaker, readily appar-
ent why retirees balk when we ask
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them to put their faith in Congress'
willingness to fully fund their retire-
ment program—as we promised to do
when they went to work for the Feder-
al Government. Pressured by continu-
ing huge budget deficits, the tempta-
tion to pare down Federal retirement
will continue to haunt employees and
retirees. They understand that inas-
much as their program depends upon.
Congress' will to fund it, the level of
congressional commitment must, in
turn, depend upon the outcome of po-
litical struggle and economic progress.

We have asked Federal employees
and retirees to buy a surprise package
with their limited incomes in the
midst of the worst economic times in
50 years.

For these reasons, I have tried to ex-
plore every possible way to delete or at
least delay implementation of new
hire coverage. The Federal Govern-
ment Service Task Force, which I
chair, has researched alternative
means to achieve the revenue gains
sought by the package in connection
with covering new Federal employees.
I sincerely regret that we were unable
to find a way to at least delay imple-
mentation of new hire coverage, a pro-
posal developed by my colleague, Ms.

so that we could have had time
to shape a supplementary retirement
plan and give employees and retirees
some peace of mind.

Since the rule provides Members
with no opportunity to act on issues
affecting the short-term funding of
the package, Members have been left
with no choice but to vote for or
against the package as a whole. For
Members concerned about the integri-
ty of the civil service retirement
system, such an absence of choice is
plainly intolerable. I fully recognize
the dangers implicit in expanding the
existing rule. Nevertheless, the leader-
ship has impressively demonstrated its
authority in successfully shepherding
this bill in a manner that insures its
passage.

I support the leadership's efforts to
pass this flawed, but important legisla-
tion in a timely and responsible
manner. Millions of retirees expect to
receive their social security checks on
time this summer. Their expectations
should not be displaced by anxiety.
Mr. Speaker, I would merely point out
to my colleagues that our responsibil-
ities do not end with passage of this
legislation. We have a continuing re-
sponsibility, as Board of Directors of
the Federal Service, to maintain the
integrity of a sound retirement
system.

Mr. Speaker, today we have reaf-
firmed our commitment to the Na-
tion's most important supplementary
retirement program. In opposing the
rule, I hope that the House affirms its
commitment to the Nation's most im-
portant pension program—civil service
retirement. It is not a program that
simply puts civil servants out to pas-
ture at the end of their careers. It is
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the cornerstone of a quality, effective
civil service. As the Nation begins to
feel its way toward economic recovery,
we will need the Federal service's con-
tribution to sustained economic
growth more than ever. I urge my col-
leagues to recognize that issues of how
we manage our Federal service have
profound implications for our Nation's
future.

Mr. CLAY. Mr. Speaker, will the
gentleman yield?

Mr. BARNES. I am happy to yield to
my friend, the gentleman from Mis-
souri.

(Mr. CLAY asked and was given per-
mission to revise and extend his re-
marks.)

Mr. CLAY. Mr. Speaker, I rise in op-
position to the rule.

Mr. Speaker, while I support H.R.
1900, the Social Security Amendments
of 1983, I oppose the rule providing for
its consideration because the rule
allows only committee amendments
and two other prmted amendments in
the nature of a substitute for title II
on the bill. Even these printed amend-
ments are not subject to amendment.

I am constrained to support the
Social Security Amendments of 1983
because the program is admittedly in
dire financial straits. Social security is
too important to 36 million of our Na-
tion's citizens to deny it any opportu-
nity to be restored to better health.

On the other hand, this modified
closed rule affords no opportunity for
the House to consider title I of the bill
which provides for coverage of all Fed-
eral and postal employees appointed
on or after January 1, 1984.

The National Commission on Social
Security Reform, which made this rec-
ommendation, included no person with
demonstrated expertise on the impact
of this recommendation upon the civil
service retirement system. It had been
said in support of this reconimenda-
tion that $1 billion would be added to
the social security trust fund. Now,
supporters of that provision suggest
that it would add only $71 million to
the social security trust fund. What
happened to the remaining $929 mil-
lion?

Federal employees—active as well as
retired—have really had to take their
lumps in recent years. Successive ad-
ministration's and Congresses have
chipped away at least $67 million of
retiree's benefits in recent years. This
administration ha declared open war
on Federal employees without provo-
cation or justification. His list of legis-
lative and administrative proposals
reads like demands for unconditional
surrender.

For this House to adopt a rule which
does not permit the House to work its
collective will on an issue that so
decply touches so many of our Na-
tion's citizens is frankly incomprehen-
sible and unacceptable to me. To in-
ciude Federal employees under social
security is really a short-term gimmick
that will not resolve the long-term
crisis of social security. This recom-
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mendation was not well thought out.
In fact, it was not even thought Out.

Mr. Speaker, this rule should be sent
back to the Rules Committee with an
order that they could recommend a
rule affording Members the opportuni-
ty to support a floor amendment de-
laying the coverage of new Federal
employees for 1 year—until 1985. Such
an opportunity would not only be fair
and sensible to the affected individ-
uals but would give us the opportunity
to weigh the relative merits of this
proposal before acting precipitously in
this highly charged political atmos-
phere.

I urge a "No" vote on the rule.
Mr. QtXILLEN. Mr. Speaker, I yield

1 minute to the gentleman from Mm-
nesota (Mr. STANGELAND).

(Mr. STANGELAND asked and was
given permission to revise and extend
his remarks.)

Mr. STANGELAND. Mr. Speaker, I
rise today to oppose this rule. This leg-
islation before us affects practically
every citizen of the United States.

What we do here today, and I am
sure we all agree, is an attempt to set
forth a formula whereby our senior
citizens will have an economically
sound social security system—one
which will give them a level of security
and dignity for the rest of their lives.

This body should be allowed to work
its will on any proposal which would
strengthen this program.

Yesterday, I appeared before the
Committee on Rules with a proposal
which I thought would strengthen this
program. My proposal would have
saved the taxpayers $1.5 billion per
year and would also save some $9 bil-
lion over the 6-year period from 1983
to 1989. The rule before us today does
not allow my amendment to be of-
fered.

My amendment sets up a flat-rate
COLA benefit system. For the 1983
COLA, the COLA would be $11.50 per
month, per recipient.

This figure was computed by the use
of the following formula. The CPI is
at 4 percent and the lowest 20-percent
recipient of social security receives
$291 per month. According to the pres-
ent formula this recipient would re-
ceive a $11.50 rate of increase per
month.

This amendment would give every
recipient this $11.50 regardless of the
amount of money they receive per
month. It would treat every recipient
exactly the same. Those who make
more money from the program would
not receive a greater increase than
those who make less.

This is a savings of $1.5 billion this
year and nearly a $9 billion savings
over a 6-year period.

Uncir this plan, we would have
saved $9.14 billion during the 4 years
of the Carter administration. We
would have saved $1.5 billion in 1977,
$1.5 billion in 1978, $2.30 billion in
1979, and $3.84 billion in 1980.

I do not have time to fully debate
this amendment here, but under the
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rules we are voting on, I will not be al-
lowed to offer my amendment.

The largest single factor accounting
for the tremendous growth in social
security during the past decade has
been the automatic benefit increase
provision. My amendment is an at-
tempt to do something about this.

I think my amendment would help
the social security program and I be-
lieve that the House should be able to
hear the arguments and work its will.

Mr. Speaker, I ask that this rule be
defeated.

Mr. QUILLEN. Mr. Speaker, I yield
5 minutes to the gentleman from Cali-
fornia (Mr. DANNEMEYER).

(Mr. DANNEMEYER asked and was
given permission to revise and extend
his remark&)

Mr. DANNEMEYER. Mr. Speaker, I
rise in opposition to the pending reso-
lution that would set forth the rules
to govern consideration of H.R. 1900,
the Social Security Act Amendments
of 1983.

The legislation is in serious need of
refinement and reconsideration if we
are to lessen the mounting intergener-
ational tension that will grip our soci-
ety as the heavy reliance on revenue
increases contained in the legislation
begins to take effect.

For this reason, the House ought to
be able to consider options on the to-
tality of the package in addition to the
two choices that will be permitted on
the balance of the long-term deficit as
embodied in the Pepper and Pickle
amendments.

In support of this position, Mr.
Speaker, I would like to make several
points.

The package of changes in HR. 1900
relies much too heavily on increased
revenues into the trust funds a op-
posed to significant reform of the
benefit structure. Specifically, the
short term deficit reduction of $165
billion is composed of items on reve-
nue increases that represent 77 per-
cent of. that total. These revenue in
creases include expanded coverage, in-
creased payroll taxes, subjecting some
beneficiaries to Federal income tax for
one-half of their benefits over speci-
fied levels, and general fund reim-
bursement for prior military wage
credits.

In the long term, these changes,
combined with an additional payroll
tax increase in the year 2015, repre-
sent 67 percent of the package. When
considered against the backdrop of the
payroll tax increases mandated by the
Social Security Act Amendments of
1977, this further dependency upon in..
creased revenues is economicaiJy ex-
cessive in a time of high unemploy-
ment and socially suicidal as younger
workers react to the tax burden neces-
sary to continue to finance the exist-
ing benefit structure for the recipients
of social security.

The plan is also inadequate, which
means that we will again be confront-
ed with this volatile issue sooner
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rather than later. This may come as
early as the next 3 to 5 years. This
view Is shared by groups as diverse as
the American Association of Retired
Persons, the National Federation of
Independent Business, the American
Farm Bureau Federation, and the Na-
tional Taxpayers Legal Fund. By the
report of the National Commission on
Social Security Reform, we are told
that the short-run deficit, that is from
now until the end of the decade, is in
the range of $150 billion to $200 bil-
lion. Yet, the package before us only
comes in at a net figure of $165 billion.

Mr. Speaker, there are alternatives
to this package which could be ex-
plored If the rule would permit more
open debate and greater consideration.
Many outside groups and experts have
come forth with their own thoughts
and recommendations. They are too
numerous to mention at this point,
but I would refer my colleagues to the
report of the Commission wherein var-
ious staff memoranda and reports are
cataloged, each of which explored al-
ternatives of various shapes and sizes.
The additional and minority views of
members of the Commission are also
fertile ground in the search for a more
balanced approach.

In general, the thrust of any alterna-
tive proposals would be to •reduce
future benefit increases under social
security. No one, including this
Member from California, is advocating
the reduction of social security bene-
fits below those that are, now paid to
our Nation's retirees. Much could be
done, however, along the lines of per-
manent reform of the cost-of-living ad-
justment mechanism, rather than the
standby "stabilizer" under the Ways
and Means Committee bill that would
kick in after 1987 only If the trust
fund balance falls below specified
levels. Initial benefit amounts for re-
tirees into the future could also be al-
tered with sufficient lead-time to
permit individuals to adjust their own
financial plans for retirement. We
could also separate out the welfare
functions of social security from those
more directly related to pension insur-
ance benefits. A further feature of
long-run reform might even expand
upon the existing individual retire-
ment account (IRA) program.

The point, Mr. Speaker, is that we
do not lack other options and advanta-
geous alternatives. What we lack is the
political courage to see beyond the im-
mediate horizon and address the need
for structural reform of social secu-
rity, not just the Infusion of yet more
revenue.

For all of these reasons, I must
oppose the rule and the legislation as
reported from the Committee on Ways
and Means.

IV. Other: General revenue for militaiy credit and
miscellaneous .03 1.3

Gross total 2.34 100.2

Womefis benefit changes —.07

Increased delayed cetht —.10

Net totI .. 2.17

Mr. PEPPER. Mr. Speaker, I yield 6
minutes to that great champion of the
cause of need in this House, the able
gentleman from Kentucky (Mr. PER-
KINs).

(Mr. PERKINS asked and was given
permission to revise and extend his re-
marks.)

Mr. PERKINS. Mr. Speaker, I shall
vote against the modified closed rule
proposed by the resolution.

In my humble judgment, neither the
committee bill, the recommendations
of the National Commission on Social
Security Reform, nor the two amend-
ments that would be allowed—none of
these get to the heart of what is wrong
with social security.

At the very least, the Members
ought to have a chance to propose
meaningful amendments to H.R. 1900,
and to engage in full debate on the
long-range problem.

This bill is not going to cure social
security. No bill will cure it that does
not take dead aim on the illness that

27.3 16.52 afflicts the economy that supports
39.4 23.84 social security.

Notwithstanding the cheery bulle-
tins that come out of the White House
these days, the American economy is
still sick. No amount of high pressure
political hype from 1600 Pennsylvania
Avenue is going to convince those 11.5
million Americans standing in the un-
employment lines that recovery is
here.

In my judgment, the President has
listened to advisers who are more in-
terested in the balance sheets of big
banks than they are in the welfare of
ordinary Americans. Lines of credit
are more important to them than lines
of unemployed.

One prominent economist after an-
other has told us during hearings
before the Education and Labor Com-
mittee that high interest rates—and I
mean real interest rates—are a major
factor in this sick economy.

Those high interest rates are forcing
business failures by the thousands all
across this country, and they are the
direct cause of the loss of millions of
American jobs.

And that is certainly a factor in the
reason social security is suffering a
disability of its own.

I am standing here today and telling
you that if we do not get this economy
back on an even keel, there will be
very few solvent pension plans any
where in the country. Social security
will have plenty of company.

If we really want to cure the eco-
nomic il]ness, we will open up this leg-
islation before us today and reestab-
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CHART 1.—THE IMBALANCE OF H.R. 1900—THE RELIANCE

OF REVENUES

[Expressed as *rntge of the tot savings" in the bill]
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Short run Long term
(1983—90) (75 yr)

Percent of
Percent of

taxab!e
total bill

payrofi

Revenue relate
ExpandcCverage 15.1 18.9

Direct revenue (payroll and inme taxes) .... 51.6 47.5

GencaI revenue 10.4 1.3

Tot 77.1 67.1

Sciir Based o figures of Mard 4. 1983, from the Committ Ways

and Means Iing the estimates of the Otfi ol the Ctef Actuaiy, Sal
Secvnity Mministrat.

CHART 2.—BREAKDOWN OF SOCIAL SECURITY ACT AMEND-

MENTS OF 1983, AS REPORTED FROM THE COMMI1TEE

ON WAYS AND M EANS

ShoTttecln Petento(
-(bilons) tott

Smmar
I Expand1 verage
II Benellt c$Ianges (COlA)

IlL Revenues (incieased taxgs)
P1. General revenues

$25.0 15.13.
39.7 24.04

85.2 51.55

17.2 10.41

I. ExpandI verage
New Federal emptoyees .. 9.3 5.63

Noiiprofit efnptaye 12.5 7.56

ProIüM teminati of State and Ioc
government 3.2 1.94

Subtotal 25.0 15.13

IL Benefit mputatiom
LA Six-month day 39.4 23.84

Wffidlail nefit c$iange.... .3 .20

... 39.7 24.0

Ill. Revetwe Plovisions:
Taxatici of tiall of SS benefits of high

income" persons
Payro tax increases
Tax on seI1.iiployed at same rate as

oth 18.5 11.19

85.2 51.55Sthtotal
N Othei Gewr fun reimbursemefit to SS

tTust funds 1w past militaiy wage credits 17.2 10.41

Total (rt of Increased benefits for
wiwed and dvwc wom, stng
$1.5 bflion) — '165.0 ... ....

'The National Commission ad estimated the slioji mn (1983—89)
deficit at $150—$200 billion.

CHART 3.—L0NG TERM BREAKDOWN

The revised estimate of the 75-year short-
fall, based upon the analysIs of the Chief
Actuary of the Social Security Administra-
tion Is 2.09 percent of taxable payroll. The
long term breakdown of the contribution of
each of the elements of the bill Is noted
below. They actually total over the 2.09 per-
cent. although on an estimated basIs.

Pertof
Percentof
total bil'

I. Expanded veiag
Ne Federal emDIoyeeS
Niprofit employees
Prohibit termination of State and local

government

II. 8eeF.t cnputation:
Six.4nonth CW delay
V,1ndtaU nefits change
Reduce replacement rate trom 2000—2008

.28 12.0

.10 4.3

.06 2.6

.44 18.9

.30 12.8

.03 1.3

.43 18.4

.76 32.5

Ill. Revenue prisiwrs:
Taxation of onehalt of SS benefits of hgh

nme .61 26.1

RCA tax ncreae (19805) .03 1.3

Tax on slt.emoyed .19 8.1

FICA tax increase in 2015 .28 12.0

Subtotal 1.11 47.5
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llsh machinery to control Interest
rates, wages, prices, credit—right
across the board.

Now, I can count. I know that the
probabilities are that this bill is going
to pass pretty much as it came from
the committee. It is much easier to go
on fooling ourselves than to take the
concrete action that Is needed.

If, by some chance this rule is voted
down and we have a chance to offer
amendments, I will have an amend-
ment to provide for controls on the
economy.

Actually, this can be done fairly
easily. The language of the Council on
Wage and Price Stability Act is still on
the books. All we need is one sentence
to authorize the Council to impose
mandatory economic controls with re-
spect to prices, rents, wages, salaries,
corporate dividends, and all other sun-
ilar types of economic activity.

And as for the all-important interest
contro]s, all we need to do Is to repeal
the expiration date of the Credit Con-
trol Act which Is already on the books.

This short, one-page amendment
would give the President all the power
he needs to get the economy under
control, to get people back to work, to
shorten the unemployment lines, to
get people to work building homes,
and making it possible for other
people to buy them.

I believe this is possible. I believe we
could act here today to turn the econ-
omy around, and that our action
would go a long way toward curing the
problems of the social securfty system.

Mr. Speaker, I am sure we all re-
member It was just a little over 5 years
ago, in December 1977, that we gave
final passage to a social security tax
Increase bill that was hailed at that
time as the answer to all of the sys-
tem's deficit problems until the begin-
ning of the 21st century, at least.

We said "We have saved sociai secu-
rity. We will not have to have any
more social security bailout legisla-
tion. Hooray for us."

We believed the propaganda that
was put out then, so we all voted for
the bill and went home for Christmas.

Well, as it turns out we did not do
anything of the kind. Here we are, 63
months late, puckering up to "save
social security" again.

I just do not believe the country is
going to have much confidence in
what we do here today if we no not
bite the bullet and do what ha to be
done.

We can make a start by voting down
the rule and by letting H.R. 1900 be
brought to the floor under conditions
that will at least permit the House to
debate the suggestions for improving
it that I and others have to make.

0 1045
Mr. PEPPER. Mr. Speaker, I yield 2

minutes to the able gentleman from
Minnesota (Mr. OBR5TAR).

Mr. OBERSTAR. I thank the gentle-
man for yielding.

Mr. ADDABBO. Mr. Speaker, will
the gentleman yield?
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Mr. OBERSTAR. I yield to the gen-

tleman from New York.
Mr. ADDABBO. Mr. Speaker, I rise

in opposition to this rule and I strong-
ly urge my colleagues to vote down the
previous question. It saddens me to be
In opposition to the House leadership
on such an important question, but I
am fully convinced that this rule does
not allow the Members of this body to
work their will on a bill which may be
the most critical piece of legislation to
come before this Congress in this ses-
sion. It is a bill which effects all of our
citizens and carries severe economic
impacts upon those citizens well into
the 21st century.
'With that n mind, I would have

thought that the sponsors of this leg-
islation would have allowed full discus-
son on the many critical and highly
sensitive aspects which are included
within the bill. That the sponsoring
conunittee, the leadership, and the
Rules Committee decided against that
course of action is no substitute for
the fact that that would have been the
right way to proceed. Since they have
allowed the Members to vote on only
two amendments to the bill as brought
out by the committee, it Is my belief
that the rule Is faulty and must be re-
jected. I say to my fellow Members
that to accept this gag rule is to fall to
perform your duty to your constitu-
ents and to all of the people of this
country who look to this body to cor-
rect the Inequities In the social secu-
rity financIng system, to assure the or-
derly payment of benefits to recipients
and to assure wage earners their sala-
ries will not be plundered.

This rule does not even allow the
Members the right to act on the most
basic questions which effect millions
of American workers; namely, the in-
clusion of Federal and postal employ-
ees and the Inclusion of all nonprofit
organizational employees. It further
preempts the rights of State and mu-
nicipal governments to decide for
themselves whether or not they wish
to be in the social security program.

I think it must be stressed that
those of us who are opposed to the bill
as it now stands and who want to open
this rule so that correcting amend-
ments can be offered are not against
the social security system.

I for one have been a strong advo-
cate of the social security system for
the 22 years I have served in this
House and people who will examine
my voting record will learn that I have
supported increases in benefits for
social security recipients without fail
throughout those years. My record of
support for the senior citizens of this
country stands second to none to
anyone serving in this body and I
reject the arguments that because
some who speak for senior citizens
support this bill that all of us must
fall in line with it.

I will say further that the most in-
sidious turn of events has been the
ability of this administration to turn
senior citizens against Federal and
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postal workers in this matter and vice
versa. These groups should be stand-
ing together because they are in gen-
eral the groups that this present ad-
ministration seeks to take benefits
from so that they might be given else-
where. This ploy, Mr Speaker, will not
hold up in the long run because the
goals and aspirations of each is inevi-
tably tied to the other. What we ought
to be do1ng is finding a way to solve
the financial problems of the social se-
curity system without bringing harm
to other Innocent groups whose only
fault as far as I can see is to be part of
a financially sound retirement system.

I have been saying since 1977 that if
the progranz contained under the
social security umbrella were valid—
and I believe they are—then it ought
to be the responsibility of the Federal
Government to fund those programs
as It funds any other worthwhile pro-
gram It operates. What we have done
Instead throughout the years is to
seek to lay the costs of these programs
outside the normal budgetary process
each year and to lay the burden for
paying for these programs onto the
payroll taxes of the wage earner.

I do not believe in the good faith of
this administration Insofar as the
needs and requirements of our senior
citizens are concerned. Until it became
a political embarrassment to it, the
present administration was more than
willing to cut back benefits to social
security recipients and to eliminate a
number of programs under the social
security umbrella. Even as we speak.
today, throughout this country help-
less citizens receive termination no-
tices of dlsabfflty benefits even before
an investigation has been conducted to
determine if they are receiving those
benefits properly. Is this the mark of
an administration with a kind and
warm heart for the people who can no
longer help themselves? I do not think
so and it distinctly bothers me that
the leaders of this House are so quick
to join with this administration to
bring a bill to the floor that contains a
political quick fix for a system that
truly needs a major overhaul.

There is no doubt that the bill that
will be brought to the floor under this
rule is better than the one which the
administration would have offered had
it controlled the House of Representa-
tives. But that is only a marginal fin-
provement and as it stands the inequi-
ties created by passage of this legisla-
tion would far outweigh the benefits.

I sincerely hope, Mr. Speaker, that
the House takes the courageous stand
of refusing to go along with this rule.
This entire charade has been a politi.
cal blitzkrelg In which those of us who
have raised questions about the valid-
ity of what we are doing and the
extent of harm we are causing inno-
cent people have been brushed aside in
the rush to bring this bill to the floor
before reason can assert itself.

The previous question must be de-
feated. If it is not then this entire rule
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must be. rejected and this measure
sent back to the Rules Committee to
open it up so that everyone who has a
stake in what we do here can get a fair
hearing.

I thank the gentleman for yielding.
Mr. OBERSTAR. Mr. Speaker, I rise

on a matter of simple justice and
equity for Federal workers. There will
be no opportunity In this rule to give
them just one small measure of fair-
ness and that Is to allow a period of
time for this Congress to fashion a re-
placement retirement program for
Federal workers before this legislation
goes into effect and taxes new hires In
the Federal Government system. I ap-
preciate the remarks of the gentleman
from Missouri (Mr. TAYLOR) earlier. I
made my case before the Rules Com
mittee. Apparently the deck was
stacked, the train was loaded, it did
not stop at any stations to let anyone
on or anyone off. And that is regretta-
ble. We ought to have the opportuni-
ty, this body ought to have the cour-
age to face up to one of the most
pressing social justice questions and
that is double taxation of new hires in
the Federal Government system.

As the gentleman from Ohio yester-
day in the Rules Committee, Mr.
LATTA, pointed Out, a person hired on
January 1 will pay 5.7 percent more in
taxes than the person hired on Decem-
ber 31 of the preceding year under the
provisions of this bill. That is wrong.
That means that out of the average
salary of new hire which is $14,800, a
worker will pay $2,072 in retirement
tax to the civil service retirement
system, OASI, and medicare. Of that
amount, a worker will pay $1,136 in
civil service retirement, in addition to
the social security tax which that
person will pay. The lowest entry
level, GS-5, will have to pay an addi-
tional $935 in civil service retirement.
That is just not fair. We ought to
fashion a retirement plan that deals
with the two Issues of civil service re-
tirement and social security retire-
ment at the same time. That could be
done in the timeframe of the amend-
ment which I proposed that the Rules
Committee allow for this body to con-
sider.

Regrettably we will not have that
opportunity. I must ask for a vote
against the previous question and
against the rule.

Mr. QUILLEN. Mr. Speaker, I yield
2 minutes to the gentleman from New
York (Mr. CARNEY).

(Mr. CARNEY asked and was given
permission to revise and extend his re-
marks.)

Mr. CARNEY. Mr. Speaker, I rise in
strong opposition to the rule. I believe
that legislation of this magnitude
which affects every American is too
Important to be considered under a
modified closed rule, allowing for the
consideration of only two amend-
ments. Members of this body who do
not serve on the Ways and Means
Committee have not been given ade-
quate opportunity to express either

their support of, or reservations of,
the various aspects of this historical
legislation.

The impact of this bill on all Amen-
cans is as profound as it is complex.
The legislation today calls for a
change in the Government's long-
standing commitment to Federal em-
ployees. A change of this magnitude.
alone, deserves a separate vote.

There are other issues as well requir-
ing separate attention: Deferring the
cost-of-living allowance; the issue of
general revenue financing; the Issue of
the ratio between taxes and benefits;
the extension of unemployment bene-
fits; the changes in medicare pay-
ments; and the changes in welfare
benefits. These are all concerns which
suggest that limited debate is inad-
equate to insure full consideration by
this body of these issues.

Mr. Speaker, along with my col-
leagues, I am deeply concerned about
the future of the social security
system. This program must continue
to operate so that our Nation's older
citizens will be guaranteed a secure
livelihood when they retire. However,
the provision in the bill which would
force future Federal workers into
social security, would not solve the fi-
nancial problems of that system, but
would bankrupt the fiscally sound civil
service retirement system. In essence.
the so-called universal coverage pro-
posal is a classic example of "robbing
Peter to pay Paul."

The National Commission on Social
Security Reform has asserted that the
inclusion of new Federal employees
under social security would generate
approximately $12 billion in revenue
for the system between 1983 and 1989.
Yet, some independent actuaries are
claiming that the real figure could be
much lower--as low as $4 billion.

In addition, the Commission, as well
as the Social Security Administration
actuaries, have projected a long-term
shortfall in the system. This problem
would occur at the same time Federal
and postal workers begin to collect
social security benefits. It is apparent,
therefore, that the inclusion of these
workers under the system would help
create a long-term funding problem in
return for a small stopgap Infusion of
revenue.

I would also point out that the evi-
dence Is clear that the enactment of
the universal coverage proposal would
endanger the civil service retirement
system. There is an ominous possibil-
ity that, without the contribution of
new hires, the civil service retirement
fund will face bankruptcy by the end
of this century. At that time, the bene-
fits would have to be paid out of the
U.S. Treasury, at a cost of at least
$185 billion, in constant dollars. In my
view, it is unwise to either force such a
financial burden on the taxpayer or
endanger the level of benefits that
have been promised to Federal em-
ployees.

Although the social security legisla-
tion before us provides for a new sup-
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plementary retirement program for
Federal employees, the bill fails to de-
scribe such a system. We are kept in
the dark concerning the level of bene-
fits under a new pension program. We
are not told what contributions, from
the Government and the employees,
would be required to finance the
system. Congress, if you will, is being
asked to buy a "pig in a poke."

I maintain that it would be prudent
to at least delay the provision to in-
clude Federal employees under social
security until a supplementary pen-
sion program is developed. But, unfor-
tunately, this body has been denied
the opportunity to vote on an amend-
ment to delay the proposaL

Let us not go forth in haste and
commit mistakes that will jeopardize
the future retirement benefits of mil-
lions of older Americans. Although
some of you may disagree with my
views regarding social security, I hope
you will agree that we should at least
have the occasion to pass judgment on
specific provisions of this legislation
that will affect so many. Both the
publié's interest and democratic proce-
dure are ill-served when legislation is
placed on the fast-track without
proper scrutiny.

Mr. Speaker, as H. L. Mencken once
said, "For every problem there is a
simple solution—quick, cheap, and
usually wrong." So it is with H.R.
1900. I urge my colleagues to vote no
on this gag rule so that 435 Members
may more adequately express their
views on this issue.

Mr. QUILLEN. Mr. Speaker, I yield
1 minute to the gentleman from Penn-
sylvania (Mr. Gias).

(Mr. GEKAS asked and was given
permission to revise and extend his re-
marks.)

Mr. GEKAS. Mr. Speaker, I, too, am
concerned about the structure of the
rule and rise in opposition thereto. I
do so on the basis that if we did in-
dulge in the present provisions of the
rule we will be withdrawing from the
Congress the right to exercise fore-
sight, for a change. It is absolutely a
truism that if we do not incorporate
into our total deliberations some as-
pects of what is going to happen to
the Federal civil service retirement
system, within a very short thne after
today, then we are failing in our total
commitment to solve our totality of
problems with the various retirement
systems, including the social security
system. It seems to me that we ought
to have this go back to committee and
come forth with a plan that will take
into account what is the future of the
Federal civil service retirement
system; Just as the Federal employees
themselves are saying what good is it
to make one system well while making
the other ill? It will hurt our taxpay-
ers in the long run if in the next few
years we are going to come back to
these tables to deliver another com-
mission report on what to do with the
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Federal civil service retirement
system. I thank the Speaker.
• Mr. OILMAN. Mr. Speaker, I rise In
opposition to the rule governing con
sideration of H.R 1900, Social Securfty
Act Amendments of 1983. While I
commend those who have worked long
and hard In an effort to fashion a
much-needed comprehensive proposal
to correct the ills of our social security
system, I am concerned about the
bill's intent to place those Federal em-
ployees hired after January 1, 1984,
under social security coverage, Be-
cause of the ramificttons of such a
proposal, and because te rule does not
permit a separate vote on that propos-
al, I Intend to vote against the rule.

Mr. Speaker, as a member of the
Committee on Post Office and Civil
Service, I have listened attentively to
the debate about extending social sé-
curity coverage to newly hired Federal
employees. I believe this debate has
raised many questions which have not
been answered satisfactorily; for ex-
ample: How much of an immediate
short-term Increase would be provided
to the social security trust fund? At
what rate would the loss of new hires
cause the civil service retirement
system (CSRS) trust fund to shrink?
What leveLs of Federal funding would
be necessary to compensate for the
loss of money to the CSRS trust fund
which would have been paid by new
hires? These are several of the more
important questions that I believe re-
quire better answers than those which
have so far emerged during considera-
tion of this issue.

Mr. Speaker, proposals have been
formulated to further explore the
issue of how the CSRS relates to
social security and what changes, if
any, to the CSRS, might be appropri-
ate. I believe that such a review should
be conducted in a deliberative, careful
manner and that those proposals
which have a significant bearing on
the future of the CSRS should not
hurriedly be placed on a legislative
fast track.

Accordingly, I urge my colleagues to
vote against this rule because it does
not permit separate consideration of
whether new Federal hires should be
placed under social security coverage.•

Mr. BIAGGI. Mr. Speaker, I rise to
express my opposition to the rule
which will determine the House con-
sideration of this critically Important
legislation. It Is billed as a modified
closed rule but it might be better de-
scribed as a gag rule. Its real effect
will be to deny this body an opportun!-
ty for separate votes on highly contro-
versial provisions in this bill such as
mandating social security coverage for
all new Federal and postal workers.

It is unfortunate that such an over-
whelming number of our colleagues
have been shut out of the processes
which have brought us to this point
today. One way to have opened up this
process would have been to allow us
the opportunity to vote on those pro-
visions—which have been identified to
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us by our constituents as being worthy. Our amendment, which I will in-
of opposition. dude in today's RECORD as part of this

No better case In point is the provi- statement, would remove the $35,700
sion in this bill dealing with the new cap on the amount of Income which is
Federal and postal workers. The fact subject to the social security tax. It
Is--that whether this provision pro- would make the social security system
vides $12 billion In new revenues for more equitable In terms of who pays
social securfty or the $6 billion esti- the taxes In order to support the bene-
mated by the president of the Nation- fit& By removing the $35,700 tax cap,
al Association of Letter Carriers, the enough revenue would be raised to
losses in this far outweigh any bene- allow us to pay the cost-of-living in.
fits. For example based on actuarial crease scheduled for July and also to
estimates—.the civil service retirement remove from the package the proposed
system could be bankrupt In 20 years Inclusion of Federal workers.
If this provision Is allowed to pass. The Mr. Speaker, the July cost-of-living
rea.son--very s1niple—by adopting HR. increase is desperately needed by
1900 we are taking away the future many social security recipients. Natu-
contributing base for the system—the ral gas prices have risen precipitously
new worker—since civil service Is a this winter. Rents In elderly housing
pay-as-you-go system—the handwrit- projects all over my district are going
ing is clearly on the wall. up. Without the increase they need to

There are numerous other problems meet the very real increase in the cost
with this idea including the built-in of living, many seMors simply will not
problems within the Federal and be able to get by. It is not an answer to
postal system. Suddenly people doing say that they should look to the wel-
the same kind of work wifi be operat- fare system and 881 for relief. Many
lng under two different retirement sys- seniors who will be suffering financial-
tems. Morale which Is already at an ly will be unable or unwilling to meet
ailtime low in the Federal Govern- the many rigid eligibility guidelines
ment will plunge even further. that these needs-based programs

I have problems with other features entail.
of this bill, as do many of my col- By asking wealthier Americans to
leagues, and we would have preferred pay their fair share of social security
the opportunity to cast severai votes taxes—by asking them to pay the same
on different provisions. However If tax rate as those who are struggling to
this rule is passed, that opportunity get by on low and moderate incomes
will never happen. Therefore, with all we can avoid depriving seniors of the
due respect for the distinguished cost-of-living increase that Is so Impor-
chairman of this Committee, Mr. tant to them.
Prn, I plan to vote against the rule Mr. GmsoN and I also wouldnd urge others to as well so we may remove from the package the proposed
have a more democratic consideration inclusion of new Federal workers. In-of this bill so vitally Important to the cluding these workers In social secu-
estimated 38 million current benefici- rity will not solve the system's long-
aries as well as the millions of tomor- term funding problems. If it is neces-row, sary as a matter of equity, we should

Mr. QUILLEN. As I said earlier, Mr. deal with the Issue in the future, after
Speaker, we have run out of paste, we we have done what is necessary to pro-
have run out of tape, and we have run tect their long-term pension needs. At
out of bailing wire. It is time to fix a time when those needs are under
soctai security on a permanent bas attack by the White House, we should
and I urge the adoption of the rule. I not undermine them further by in-
have no further requests for time but cluding new workers In social securfty
I reserve the balance of my time. without first acting to preserve the in-

Mr. PEPPER. Mr. Speaker, I yield 3 tegrity of the Federal pension system.
minutes to the able gentleman from Mr. Speaker, our solution to the
Connecticut (Mr. MoIuusoN). problemn facing social security is fi-

(Mr. MORRISON of Connecticut nancially responsible. It is fairer to all
asked and was given permission to Americans than the package, It would
revise and extend his remarks.) provide additional revenue for solu-

Mr. MORRISON of Coimecticut. tions to the long-term problem. We
Mr. Speaker, I rise in opposition to the think it is a better plan. We would like
rule. I rise In opposition because I be- to give the Members of this body an
lieve that the Members of this body opportunity to consider it. There may
should be given an opportunity to be other plans which are fair and fi-
offer solutions to the social security nancially responsible. I would like the
problem other than the ones that opportunity to consider them. That is
have been proposed by the Ways and why I am opposed to this rule, which
Means Committee. prohibits us from considering such al-

My colleague from Connecticut (I. ternatives.
GEJDENSON) and I are prepared to I thank the Speaker. I urge a vote
offer an amendment which we believe against the rule.
addresses the problems facing the AMENDMENTS TO H.R. 1000 OFFERED BY MR.social security system in a better way. MoRRISON OF CONNECTICUT . GEIDENSONWe would like an opportunity to offer Strike out section 101, beginnIng on pagethat amendment, but that opportunIty 5, line 5 and ending on page 15, line 5 (redes-would be denied us under this rule. Ignating the succeeding two sections accord.
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Ingly and making conforming changes in
the table of contents).

On page 16, alter line 5, insert the follow-
ing new section (and conform the table of
contents):

REMOVAL OF CAP ON CONTRIBUTION AND
BENtFIT BASE

SEC. 103. (a)(1) Section 209(a)(9) of the
Social Security Act Is amended by Inserting
"and prior to 1984" alter "1974".

(2) Section 211(b)(t)(I) of such Act is
amended by inserting 'and prior to 1984
after "1974".

(3) Section 215(e)(1) of such Act is amend-
ed by inserting "and before 1984" after "any
calendar year alter 1974".

(4) Section 215(i)(2)(C)(ii) of such Act is
amended by striking out "In the contribu-
tion and benefit base under section 230 and
the estimated amount of the increase in
such base" and Inserting in lieu thereof "In
revenues".

(5) Section 230 of such Act is repealed.
(b)(1) Section 1402(b) of the Internal ev-

enue Code of 1954 (defIning self-employ-
ment income) Is amended—

(A) by striking out "except that such
term" and all that follows In the first sen-
tence and Inserting In lieu thereof 'except
that such term shall not include any part of
the net earnings from self-employment de-
riVed by an individual during any taxable
year if the total amount oZ such net earn-
ings Is less than $400."; and

(B) by striking out the second sentence.
(2) Section 3121(a) of such Code (defining

wages) is amended by striking out para-
graph (1).

(3)(A) Paragraphs (2) and (3) of section
3121(i) of such Code (relating to computa-
tion of wages in certain cases) are each
amended by striking out ", subject to the
provisions of subsection (a)( 1) of this sec-
tion,".

(B) Paragraph (4) of such section 3121(i)
is amended by striking out ", subject to the
provisions of subsection (a)( 1)."

(4) Section 3121(s) of such Code (relating
to concurrent employment by two or more
employers) is amended by striking out
"3102, 3111, and 3121(a)(1)" and Inserting in
lieu thereof "3102 and 3111".

(5) Section 3122 of such Code (relating to
Federal service) is amended by striking out
the second sentence.

(6) Subsections (a), (b), and (c) of section
3125 of such Code (relating to returns in the
case of governmental employees In Guam.
American Samoa, and the District of Colum-
bia) are each amended by striking out the
second sentence.

(c)(1)(A) Section 31(c) of the Internal
evenue Code of 1954 (relating to edit for
special refunds of social security tax) is re-
pealed.

(B) Section 31(d) oZ such Code (relating to
year for which credit allowed) is amended
by striking our "(or, in the case oZ subsec-
tion (c), in which the wages were received)".

(2) SectIon 401(a)(5) of such Code (relat-
ing to requirements for qualification) is
amended—

(A) by striking out "under section
3121(a)(1) (relating to the Federal Insur-
ance Contributions Act)" in the first sen-
tence arid Inserting in lieu thereof "under
the Federal Insurance Contnbutions Act";
and

(B) by striking out "or merely because"
and all that follows in the second sentence
and inserting in lieu thereof a period.

(3)(A) Subsections (a) and (b) of section
3201 of such Code (relating to rate of tax on
employees) are each amended by striking
out "so much of", and by striking out "as is
not in excess" and all that follows and in-
serting in lieu thereof a period.
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(B) Section 3202 of such Code (relating to

requirement of deductions) is amended by
striking out the second sentence.

(C) Section 3211(a) of such Code (relating
to rate of tax on employee representatives)
is amended by striking out "so much of",
and by striking out "as is not In excess" and
all that follows and inserting in lieu thereof
a period.

(D) Section 3221(a) of such Code (relating
to rate of tax on employers) is amended by
striking out "so much of the compensation
paid in any calendar month by such employ-
er for services rendered to him" and all that
follows and inserting in lieu thereof "the
compensation paid in any calendar month
by such employer for services rendered to
him.".

(4) Section 6413(c) of such Code (relating
to special refunds) is repealed.

(5) Section 6654(d)(2)(B) of such Code (re-
lating to definition of adjusted self-employ-
ment income for purposes of provisions re-
lating to failure to pay estimated income
tax) is amended by striking out "means"
and all that follows and inserting in lieu
thereof "means the net earnings from self-
employment (as defined in section 1402(a))
for the months in the taxable year ending
before the month in which the Installment
is required to be paid.".

(d) The amendments made by this section
shall apply only with respect to remunera-
tion paid alter December 1983, and with re-
spect to net earnings from self-employment
derived in taxable years ending alter De-
cember 1983.

Strike out section 111. beginnIng on page
16, lIne 7 and ending on page 18, line 17
(redesignatiflg the succeeding three sections
accordingly and making conforming
changes in the table of contents.

Mr. PEPPER. Mr. Speaker, I just
want to say one word more: This rule
Is a fair rule, adopted by a bipartisan
vote In the Rules Committee and Is
calculated to give the membership of
this House a full and fair opportunity
to express their pleasure or displeas-
ure with this package that has been
put together over more than 13 laborI-
ous months by the Social Security
Commission and further examined by
the able Ways and Means Committee
of this House.

Every one of us who was among the
12 who approved this package, at 7:30
in the evening of the last day of the
life of the Commission, found many
things that we objected to In the Com-
mission package, but, on the other
hand, we had to adopt what was the
best we could get.

I hear people complaining about cer-
tam parts of it. What about the elder-
ly who have been deprived of 6
months of their COLA, cost-of-living
cuts; what about the elderly who are
being subjected to an income tax on
one-half of their social security
income if they are in the higher
income brackets? They could well com-
plain and they do. And many of us did
our best to spare them that sacrifice.
But when it came to a question of
whether that sacrifice was worth as-
surance that social security would be
solvent and sound for 75 years, we
thought the sacrifice was well made.
And the elderly of America have ac-
cepted that judgment because they
have been alarmed about the uncer-
tainty of social security in the future.
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And now they have been reassured by
this package that they will not have to
fear that their checks will not come.
And the skeptical young have been as-
sured that as far as they live into the
future that social security will be
there as the law provides.

So, yes, we all have something to
complain about, but when you take
the whole package, we are having an
opportunity to offer to America today
a social security program I think
America will be proud of, and I think
this Congress will be proud to have
been a party to its enactment.

Mr. QUILLEN. Mr. Speaker, I have
two other requests for time, one for 2
minutes and one for 1 minute, after
which ? shall yield back the balance of
my time.

Mr. Speaker, I yield 2 minutes to the
gentleman from California (Mr.
ThOviS).

Mr. THOMAS of California. I thank
my colleague for yielding.

I support the rule for H.R. 1900. I
think it is a fair resolution of the op-
tions before us, since the rule provides
for three alternatives for funding the
long-term shortfall of 0.68 percent of
payroll in the social security OASDI
funds.

One alternative is the committee
proposal, which for younger people is
the worst of all possible worlds. It pro-
poses to increase taxes and reduce
benefits; that is, we are telling our
younger workers that they have the
privilege of paying more to receive
less.

The coznniittee proposal is not
worthy of being in the garden.

The two remaining alternatives are
garden variety, one a "pepper," and
the other a "pickle."

Peppers can be divided into two
groups, hot and sweet. Hot peppers
bring tears to your eyes. Sweet pep-
pers are hollow and need to be filled to
give them substance. Make no mis-
take—the Pepper amendment's stuff-
ing will be more and more taxes.

The pickle, on the other hand, is de-
rived from the cucumber, a solid,
fleshy vegetable which is set aside to
age and develop more character. Simi-
larly, the Pickle amendment is a solid
proposal, because it addresses the real
problems that got us here in the first
place—the ingredient that makes a cu-
cumber a pickle—age.

So as the air fills with numbers
during the debate, if things get a bit
confusing, relish this thought: make
mine pickles.

Mr. PICKLE. Mr. Speaker, will the
gentleman yield?

Mr. THOMAS of California. Mr.
Speaker, I yield to the gentleman from
Texas.

Mr. PICKLE. I thank the gentleman
for yielding.

I appreciate the gentleman's descrip-
tion and I do not know how you clasi-
fy the kind of amendment that I
intend to offer, but I would like it to
be referred to, since it affects many
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wage earners, the this will be the
"bread-and-butter" Pickle amendment.

Mr. PEPPER. Mr. Speaker, will the
gentleman yield? -

Mr. THOMAS of California. I yield
to the gentleman from Florida.

Mr. PEPPER. I thank the gentle-
man for yielding.

Mr. Speaker, I want to say to the
able gentleman when he finally makes
a difficult choice between the Pickle
and the Pepper I hope he will choose
the Pepper even if it makes his eyes
water.

Mr. Speaker, I have no further re-
quests for time. I move the previous
question on the resolution.

The previous question was ordered.
The resolution was agreed to.

A motion to reconsider was laid on
the table.

0 1100
The SPEAKER. Pursuant to House

Resolution 126 and rule XXIII, the
Chair declares the House In the Com-
mittee of the Whole House on the
State of the Union for the considera-
tion of the bill, H.R. 1900.

The Chair appoints the gentleman
from Kentucky (Mr. NATCHER) to pre-
scribe over the Committee of the
Whole.

I1 THE COMMITTEE OF THE WHOLE
Accordingly the House resolved

itself into the Committee of the
Whole House on the State Of the
Union for the consideration of the bill,
H.R. 1900, to assure the solvency of
the social security trust funds, to
reform the medicare reimbursement of
hospitals, to extend the Federal sup-
plemental compensation program, and
for other purposes, with Mr. NATCHER
in the chair.

The Clerk read the title of the bill.
The CHAIRMAN. Pursuant to the

rule, the first reading of the bill is dis-
pensed with.

Under the rule, the gentleman from
Illinois (Mr. ROsTmKoW5KI) will be
recognized for 2 hours, and the gentle-
man from New York (Mr. CONABLE)
wi1l be recognized for 2 hours.

The Chair recognizes the gentleman
from Illinois (Mr. ROsTKOWsKx), the
chairman of the Committee on Ways
and Means.

Mr. ROSTENKOWSKI Mr. Chair.
man, I yield myself 20 minutes.

Mr. Chairman, we are here today to
address the very serious and critical
shortfall in funding for the social se-
curity system. This legislation has
been fashioned with meticulous actu-
arial estimates and conservative eco-
nomic forecasts. It reflects the politi-
cal sensitivities of dealing with a pro-
gram which touches the lives of mil-
lions of people every day. It is the
product of a long and arduous legisla-
tive path which led inside, then out-
side of Congress—and, finally, back
again. It has not been an easy journey.

Our chief aim today is not simply to
fill in the numbers and do what is nec-
essary to shore up this program. Our
chief aim is to reaffirm our commit-

ment.—this Nation's commitment—to
its national system of basic ietirement
Income security. In that sense, there
are very few votes any of us will cast
here which are more historic.

In 1937, when social security began,
the Great Depression continued to
permeate a stagnant economy. Mil-
lions were unemployed and many el-
derly, after lifetimes of hard work,
were without an independent means of
sustaining themselves; 46 years later,
in the midst of another difficult time,
we understand and appreciate the
value of this system. We value it so
highly, in fact, that we have fashioned
a bipartisan solution to its problems.
As politically charged as this issue has
been, in the end we will all do our
duty, and that is the best measure of
the worth of this system.

A succession of negative events
brings us here today. We realize that
historically unique economic circuni-
stances, especially during the decade
of the seventies, have plagued the
system. The double-edged pain of in-
flation pushed cost-of-living increases
ahead of our ability to sustain them;
and the specter of a lingering reces-
sion sapped payroll-tax revenues pre-
cisely as benefits were going up. These
were things the planners never envi-
sioned. We are chastened by the expe-
rience.

Never again can we allow ourselves
the luxury of unbridljng the desfre to
increase benefits without first secur-
ing—for certain—.our ability to pay for
those increases. This, too, we have
learned.

We now know that in addition to
careful and prudent planning, we need
to gird ourselves against those circum-
stances we can neither control nor an-
ticipate. Our legislation reflects that
lesson.

We also admit, if there was ever any
question, that this Is still a program
the success or failure of which is unde-
niably linked to the health and growth
of the American economy. No guaran-
tee or commitment can change that
fact. Each and everyone of us, worker
and retiree, must realize that we all
have a common stake in putting the
country back to work.

For the last 2 years, we have
watched the fuse burn on social secu-
rity—paralyzed by partisan bickering.
As Washington maneuvered for politi-
cal advantage, the balance In the re-
tirement fund continued to fall. One
man—JAKE PIcxI—reminded us time
and again of our ob1igation to save the
system from bankruptcy. Alone, he in-
troduced a far-reaching bill that pre-
saged the bill we bring to the floor
today. But the political fences were
too high last Congress to make any
headway against the crisis. Finally,
the leaders of both parties turned to a
bipartisan commission to 1ift the issue
above the campaign fray.

At the time, it seemed litt1e morethan a political expedient. Few be-
lieved that Alan Greenspan and the
other members of the commission

could agree on the dimensions of the
social security problem—much less a
short-term refinancing plan. But the
commission defied all Washington
axioms and brought forth a reasoned,
balanced proposal.

It was on that day—January 20—
that the issue passed to Congress for
final negotiations. The pace with
which the bill moved from the ffrst
day of hearings to a final committee
vote of 32 to 3 belies the political diffi-
culties and the technical complexities
that we overcame.

While the commission gave us a solid
outline for a short-term financing
plan, it was unable to reach a consen-
sus on how to close the deficit margin
in the long run. The commission also
left a number of critical questions—
like the formula by which benefits are
taxed—for Congress %o answer. Also
left for Congress to face, were the pas-
sionate interest groups• that have
always been divided along deep, philo-
sophical lines.

The bill we bring to the floor today,
H.R. 1900, presents no easy choices.
We are asking you to better regulate
the system's give and take by exacting
greater contributions both from those
who pay for retirement benefits, and
those who receive them. Covering new
Federal employees, taxing benefits, de-
laying the cost-of-living adjustment,
accelerating payroll taxes, changing
the long-range benefit formula—are
all unpopular. Voted separately, not
one of these provfsions would survive.
But together, the sacrifice they
demand is fairly spread; together, the
system Is saved. And there lies the
strength of the plan.

The near-term financing package,
which raises $165 billion through the
end of the decade, largely reflects the
recommendations of the Greenspan
commission:

The bill brings the following groups
under social security beginning in
1984: All Federal employees hired on
or after January 1, 1984; all legislative
employees not participating in the
civil service retirement system by the
end of this year; all Members of Con-
gress, the President, and the Vice
President, all new employees of the ju-
dicial branch, as well as sitting FederaI
judges; and all political appointees.

The bill obligates coverage to all em-
ployees of nonprofit organizations as
of January 1, 1984, with special provi-
sions for employees age 55 and older.

The bill prohibits State and local
governments from terminating em-
ployee coverage after the date of en-
actment.

The bill delays the June 1983 cost-
of-living adjustment, or COLA, until
the January 1984 check, and fixes all
future COLA's at the beginning ofeach year.

The bill bases the COLA on the
1ower of CPI increases or the increase
in average wages beginning in 1988 if,
on the first of each year, the fund
ratio of the combined OASDI trust
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funds is less than 20 percent. A catch-
up benefit would be paid if the ratio
exceeds 32 percent.

The bill gradually increases the de-
layed retirement credit from 3 percent
to 8 percent per year between 1990
and 2010.

The bill includes In taxable income,
beginning In 1984, a portion of social
security benefits and tier 1 benefits
payable under the Railroad Retire-
ment Act for taxpayers whose adjust-
ed gross income combined with 50 per-
cent of their benefits exceeds a base
amount of $25,000 for an individual,
$32,000 for a married couple filing a
joint return and zero for married per-
sons filing separate returns. The
amount of benefits that could be In-
cluded In taxable Income would be the
lesser of one-hail of benefits or one-
half of the excess of the taxpayers'
combined Income over the base
amount. The proceeds from the tax-
ation of benefits, as estimated by the
Treasury Department, would be trans-
ferred to the appropriate trust funds.

The bill advances the payroll tx in-
crease scheduled for 1985 to 1984 and
part of the Increase scheduled for 1990
to 1988. ConformIng changes would be
made In the tier 1 Railroad Retire-
ment Tax rates.

The bill provides for a one-time
credit of 0.3 percent of wages to be a!-
lowed against 1984 employee FICA
and tier 1 railroad retirement taxes.
Appropriations to the old age and sur-
vivors and disability Insurance trust
funds would be based on a 7-percent
rate. Conforming changes would be
made in tier 1 railroad retirement tax
rates.

The bill provides that, beginning In
1984, the OASDHI rates for self-em-
ployed persons will equal the com-
bined employer-employee OASDHI
rate. In addition, self-employed per-
sons would be allowed a SECA tax
credit of 2.1 percent of net self-em-
ployment Income In 1984, 1.8 percent
4rom 1985 through 1988, and 1.9 per-
cent thereafter.

The bill provides for a lump-sum
payment to the OASDI trust funds
from the general fund of the Treasury
for additional benefits and potential
taxes arising from gratuitous military
service wages credits.

The bill Increases the Federal SSI
benefit payment by $20 a month for
Individuals and $30 a month for cou-
ples, effective July 1, 1983, to cushion
the effects of the COLA delay.

We have learned some sobering les-
sons about the fallibility of economic
projections since 1977. Today we give
you no false promises about guaran-
teeing the solvency of the social secu-
rity system well into the 21st century.
We have based our decisions on
conservative, If not pessimistic, as-
sumptions regarding economic and de-
mographic performance.

We have designed a series of three
fail-safe provisions to assure full re-
tirement benefit payments—particu-
lary in the short run—should econom-

ic conditions dramatically worsen. The
first permits interfund borrowing from
the disability and hospital funds from
1983 to 1987, with repayment of prin-
cipal and interest no later than 1989.
The second credits the OASDI trust
funds, at the beginning of each
month, with the amount of payroll tax
revenues expected to flow in over that
month. And the third requires the
Board of Trustees to report Ininiedi-
ately to Congress any threats of short-
fall in the trust funds, along with cor-
rective recommendations.

Perhaps the most courageous choice
the House makes today is to reach
beyond the immediate deficit and con-
front the system's financial troubles
beyond the turn of the century. Solv-
ing the near-term financing crisis re-
sponds to the fears of those at or near
retirement age. Responding to the
deficit that looms in the next century
makes a promise to our children—
many of whom doubt the system's ca-
pacity to pay benefits when they
reach retirement age.

In that regard, the committee's bill
reaches beyond the commission's
report to confront the long-term—Or
75year—deficit-—which rises sharply
after the turn of the century as the
"baby boom" begins to claim its retire-
ment benefits.

Agreeing that Congress must briiig
the system into long-range balance
proved easier than agreeing on a par-
ticular formula.

The committee bill reduces Initial
benefit levels by 5 percent in each of 8
years, beginning in the year 2000, and
Increases the OASDI tax rate by 0.24
percent for employers and employees
in 2015.

A majority of the committee believes
that making slight adjustments in
taxes and benefits remains true to the
enduring theme of this social security
bill—to ask both those contributing to
the system and those receiving bene-
fits to share the price of long-term sol-
vency.

The committee's solution attacks the
problem head on by reducing overall
benefit levels through the formula.
The primary reason for the longrun
deficit is the increase in real benefits
guaranteed by the current benefit for-
mula. A minimum wage worker in the
year 2045 will get benefits with the
same purchasing power as a maximum
wage earner gets today. H.R. 1900 will,
therefore, cut back only slightly on
the future real benefit increases al-
ready guaranteed. Furthermore, this
reduction will affect aB beneficiaries
In the same way, regardless of their
benefit level or work history, or when
they choose to retire.

The committee solution also raises
taxes slightly in 2015—the first in-
crease since 1990. Because social secu-
rity is a pay-as-you-go program, it is
reasonable to raise taxes from time to
time. In fact, future social security
taxes as a percent of GNP actually
fall, while the programs cost as a per-
cent of GNP remains fairly steady.
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Therefore, as the Nation's economy
expands, and workers' productivity in-
creases, a slight increase in taxes will
not harshly affect workers.

The bill then moderates future in-
creases in real benefit levels, without
reducing their purchasing power. The
tax increase called for takes place at a
time when the scheduled tax burden
will be proportionately lighter for
workers than it is right now. Those ex-
pecting to receive benefits In the next
century would be assured that the
system is solvent, while those who will
be working to support those benefits
will have the assurance that only a
modest increase in taxes will be re-
quired to maintain a sound social secu-
rity program for their parents and
them.

Under the rule, the House will vote
on two long-term alternatives to the
committee compromise. The first
would close the deficit gap by simply
raising the payroll tax on workers.
The second achieves the same end by
only raising the age at which full
benefits are paid. One proposal puts
the burden on future workers. The
other puts the burden on future
beneficiaries.

The committee approved two addi-
tional measures which we believe are
timely and necessary.

First, in response to the alarming
rate of unemployment and the hard-
ships faced by millions of unemployed,
the committee extends for 6 months
the Federal supplemental compensa-
tion program (FSC). This program,
which is due to expire on March 31,
1983, will provide up to 14 weeks of
benefits to individuals who have ex-
hausted all other unemployment com-
pensation.

When this program was enacted last
fall, it was hoped that strong signs of
economic recovery would emerge
during the program's 6-month dura-
tion. Unfortunately, the unemploy-
ment rate remains over 10 percent and
holding. Over 11 million Americans
are out of work. Jobless workers are
exhausting their unemployment bene-
fits at the rate of 300,000 per month
and are depending on these additional
weeks of FSC In order to provide for
themselves and their families until
they find employment.

In addition, the committee was con-
cerned about the 1.2 million people
who will have exhausted their original
FSC benefits by April 1, 1983. A simple
extension of the program would not
help these Individuals. Recent unem-
ployment statistics indicate that as
the economy improves, these long-
term unemployed individuals will be
the last to be rehired. For these rea-
sons, the committee bill provides up to
10 more weeks of FSC to individuals
who have or soon will have exhausted
their original FSC entitlement. These
additional weeks of FSC benefits will
help those who have been unemployed
for the longest period of time and who
are in the greatest need of assistance.

CONGRESSIONAL RECORD — HOUSE



March 9, 1981
The second is a major reform in

medicare hospital reimbursement,
phasing in a new system of prospective
payments for inpatient hospital serv-
ices. By determining payment
amounts in advance, the bill enables
medicare to become a prudent pur-
chaser, and improves the ability of
both Government and hospitals to do
financial planning.

Even more important is the change
in Incentives that prospective payment
offers by rewarding cost-effective hos-
pital practices. No longer will medicare
reimbursement be based solely on cost;
instead efficient hospitals will have an
opportunity to reap financial rewards.
In no case would hospitals be able to
charge medicare beneficiaries more
than the deductible and coinsurance
permitted under present law; the
medicare payment to the hospital
would represent full payment as it
does today.

The financial status of the medicare
hospital insurance program Is not
good. However, prospective payments
for inpatient hospital care represent a
vital first step In putting the medicare
program on the road to financial
health.

At this point, I want to commend my
committee colleagues, ANDY JACOBS
and HENSON Mooi. In a nonpartisan
manjier, they have molded a balanced
provision that responds to legitimate
questions raised and moves the medi-
care hospital reimbursement system
forward in a creative and responsible
way.

Mr. Speaker, I mentioned at the
outset that this bill has been produced
under a most demanding schedule, in a
most bipartisan way. The committee
members worked long hours in both
formal and Informal meetings to devel-
op this package. It was an effort that
required everyone to compromise
somewhat, but compromise did not
dilute the final product. In fact, it was
strengthened by the influx of new
ideas.

In an institution where cliches and
buzzwords abound, I hesitate to close
with reference to the term "biparti-
san." Too often we use the word to de-
scribe our behavior on issues that
either have no opposition, or are so
controversial that we seek the cover of
the support ofur political Opposition.

But today, in the genuine meaning
of the word, I want to thank my com-
mittee colleagues on both sides of the
aisle for 2 years worth of bipartisan-
ship on this matter. Your unwilling-
ness to participate in the partisan
bickering on this matter in 1981 and
1982 made our efforts so much easier
this year. JAKE PICKLE—YOU kept us on
course. BARBER CONABLE—yOu helped
make genuine consensus possible. And
finally BILL ARCHER—your opposition
to the committee bill was presented
with conviction but grace.

In conclusion, Mr. Chairman, social
security divides us into two Americas—
those who pay and those who receive.
The crisis which we now face has

brought both sectors together. Under
the bill developed by the Committee
on Ways and Means, each is contribut
ing to a financial compromise that re-
stores a common faith in the Nation's
largest social program.

I ask you today to support that com-
promise.

0 1115
Mr. CONABLE. Mr. Chairman I

yield myself 1 minute.
Mr. Chairman, this is an historic

debate and a tremendously important
issue for the American people and for
the Members of this Congress. We can
be confident that the scholars of the
future will pore over this debate to
divine the congressional intent back of
what is a very complex measure, but
nevertheless a very important meas-
ure.

For that reason, Mr. Chairman, I am
particularly pleased to have one of our
ablest Members, the gentlemaij from
Minnesota (Mr. FIriz) to open the
debate for the minority. I yield to the
gentleman from MInnesota 5 minutes.

(MI. FRENZEL asked and was given
permission to revise and extend his re-
marks.)

Mr. FRENZEL. Mr. Chairman, today
the U.S. House of Representatives
must make a critical decision on our
social security system. As usual, the
choices are not presented In a form
that many of us would choose our-
selves.

Each of us has a personal favorite
combination of changes that we think
is the fairest and most effective way of
making the social security financing
system whole. We are not, however,
going to vote on each Member's favor-
ite plan. Instead, we are going to have
to choose between the Social Security
Commission's plan and total chaos.

In my judgment, H.R. 1900 is faith-
ful to the Commission's final report.
In general, it makes the legislative
changes recommended In that report,
and leaves the decision on the long-
term shortfall solution to be made by
the House in votes on amendments.

H.R. 1900 meets the $150 to $200 bil-
lion shortfall projected through 1989
In just about the same way the Com-
mission suggested. The Ways and
Means Committee improved upon the
Commission's suggestions where neces-
sary, but the general framework was
left unchanged. The committee has
also provided the House with a choice
of three different methods of financ-
ing the long-term problem.

Short-term financing, the emergency
problem, is, as usual, provided mostly
by going back to the taxpayers for
more money. Of the $165 billion pro-
vided for in the package, less than
one-fourth, or about $40 billion, comes
out of the hides of beneficiaries. All of
the rest, more than three-fourths of
the entire package, comes through an
ingenious variety of new or increased
taxes.

Beneficiaries are taxed an extra $27
billion in income taxes. Employers and
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employees pay an extra $40 billion
more in payroll taxes. Self-employec,
people pay $19 billion more in socja
security taxes than under current law
$25 billion will come from payroll
taxes on new Federal employees, em-
ployees of nonprofit organizations,
and other organjzatio, such as State
or local governments, which would like
to terminate their coverage, but
cannot.

Finafly, the general taxpayers will
have to ante up an additional $17 bil
lion to pay up the back credits given to
armed services personnel when they
were made eligible years ago. Alto-
gether, that is a total of new and In-
creased tax bite of over $125 billior
over the next 5 years.

That is not my idea of the best way
to solve the problem. It is, however,
the only way to solve the social secu-
rity financial crisis now available to us.
If this plan does not pass, we will get
red ink by this summer. Chaos will
follow. Temporary borrowing from
General Treasury Funds, now already
over $1 trillion in deficit, will be the
first resort. Nobody knows what the
last resort will be.

We simply must vote for the com-
mittee bill, and hope that the Senate
comes to the same conclusion.

For the long term, I strongly sup-
port the Pickle amendment to increase
the retirement age over the other two
alternatives. Of the three, the total-
tax alternative is by far the worse.

rhe 1977 Social Security Amend-
ments contained far too great of an in-
crease in taxes, as compared to benefit
restructuring. This bill today raises
them unmercifully again. We simply
cannot go back to that well once again
to cure the long-term shortfall. Rais-
ing the age of nornial retirement by
only 2 years, well alter the turn of the
century, is a reasonable way to do the
job.

The Pickle amendment will give
American working people 25 years to
plan their retirement. Based on in-
creases in life expectancy, and our
desire to keep older Americans on the
job if they can and want to work, the
age 67 amendment makes sense.

Concerning the extraneous ele-
ments, railroad retirement, SSI, medi-
care, and unemployment compensa-
tion, none should be in the bill.

Railroad retirement decisions should
be made elsewhere, at another time.
The Ways and Means Committee de-
leted the worst of the railroad retire-
ment features, but a pernicious issue
remains unsettled which, if not clari-
fied, could have the result of taking
money that rightfully belongs in the
social security trust fund and placing
it in the railroad retirement fund.
• The S5I provisions are necessarily

included, but are unnecessarily gener-
ous. In this area, the Ways and Means
Committee went far beyond the Com-
mission's reconinlendations. The un-
employment compensatIon provision,
too, goes far beyond the adminjstra-
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tion's recommendation, and on its
own, would not be supportable at the
levels provided.

The medicare changes are for the
most part worthwhile, and, although
they should have been handled sepa-
rately, their inclusion is not a bad
thing.

Overall, the choice may not be the
one each of us wants, but it Is a clear
choice. If we vote, as we should, for
H.R. 1900, we can save the social secu-
rity system, absent some unusual eco-
nomic conditions. If this bill fails, we
will deserve the chaos that results.

Mr. ROSTENKOWSKL Mr. Chair-
man, I yIeld 15 minutes to the gentle-
man from Texas (Mr. PICKLE).

(Mr. PICKLE asked and was given
permission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, I rise
In strong support of the bill. The re-
sponsibility this House faces today
goes beyond assuring our elderly that
their social security benefits will be
paid, and beyond that, assuring future
generations the social security pro-
gram will be there when their turn
comes. When we can pass this bill
today, and I hope we can pass it expe-
ditiously and with a minimum of bitter
debate, then we will have enhanced
confidence in our ability to govern.
And we will do more for our economy
than just about anything else e could
do.

More than passage of a social secu-
rity bill is at stake here, and pass a
social security bill we must.

Social security affects 36 million
beneficiaries every month, and
through them every American family.
It pays out benefits in monthly checks
of $170 billion a year, and an addition.
al $40 billion in medicare hospital pay-
ments. Any program this large gets to
be terribly Important. Social security
Is even more important because it is
not just large—it is also part of the
fabric of our family life and of the eco-
nomic life of our Nation.

We know the Issues we face. We
have squeezed, massaged, molded, ig-
nored, and finally faced up to these
Issues many times over In the past few
years. Simply put, social security
needs a substantial boost in this
decade and real structural reform in
the next century. The vote the House
Members face today is to do what we
ean to insure social security benefits
for the coming years and the coming
generations. We must restore conf i-
dence in our young wage earners.

Even before we begin, we have to ac-
knowledge the extraordinary coopera-
tion that goes Into the shaping of any
major bill such as this one. Republican
and Democrat, liberal and conserv-
ative, have come together to do what
Is right—preserve social security, make
it strong, and restore the peoples' con-
fidence In her.

My own subcommittee—all the mem-
bers that have served this Congress
and last—have shown an extraordi-
nary courage, restraint, and willing-
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ness to move forward for the common
good regardless of our personal prefer-
ences.

I pay my respects to the members of
my subcommittee, the gentleman from
Missouri (Mr. GEPHARDT), the gentle-
man from Massachusetts (Mr. SIiN-
NON), the gentleman from Georgia
(Mr. FowIR), the gentleman from
California (Mr. MArsuI), the gentle-
man from Arkansas (Mr. ARHoNY),
the gentleman from Indiana (Mr.
JACOBs); These men have worked har-
moniously together to help us keep
this package together and advance it
to the floor.

My own chairman, the gentleman
from Illinois, Mr. DAN RosT1owsKI,
has entered into this contest and
pushed and pushed to do what is right
and what is responsible. His leadership
has been more than essential. His
leadership has been important and
helpful and has been enlightened and
we cannot overplay the importance of
the role he has played, Mr. Chairman,
in advancing this bill to the floor.

I am mindful of the remark the gen-
tleman made to the gentleman from
Texas and I reciprocate manyfold, but
I appreciate the gentleman's leader-
ship, Mr. Chairman. We have had co-
operation from the other side of the
aisle. We have had the clear thinking,
as usual, of the gentleman from New
York, BARBER CONABLE, and we have
had excellent cooperation from the
gentleman from Ohio (Mr. GDIsoN)
and the gentleman from California
(Mr. THOMAs). We have had the coura-
geous presentation and views of the
gentleman from Texas (Mr. ARCHER)
and the gentleman from illinois (Mr.
PHILIP CRANE) and we have done it In
the spirit of cooperation, although we
might have had some differences, and
I appreciate that.

Other individuals from outside the
Congress have played key roles. In
particular we currently are indebted to
Alan Greenspan and the other mem-
bers—in and out of Congress—of the
National Commission on Social Secu-
rity Reform who took on an herculean
task and stayed with it until the last
moment-until the task was complete.

The National Commission put to-
gether from unacceptable provisions
an acceptable package, and that is
what we must move forward today.

The bill presented to you by the
Committee on Ways and Means paral-
lels closely the recommendations of
the National Commission on Social Se-
curity Reform. It is a bipartisan bill. It
was reported from the committee by a
vote of 32 to 3, an extraordinary, an
impossible achievement.

While any one of us could make a
case of the harshness or the undesira-
bility of any one of the provisions in
this bill, taken together, it works.
Only one major questiQn remains, and
that is for the House to work its will
on how to go about addressing the
long-term deficit. All of the options we
face there will raise the sufficient
funds. It is a matter of deciding what
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is the route that will be believable and
acceptable to the public—what will do
the best job of restoring confidence in
this program.

The committee bill raises $165 bil-
lion in the short term between now
and 1989. It raises 2.12 percent of pay-
roll, which is slightly over the deficit
projected under intermediate assump-
tions into the next century. It diverges
from the Commission recommenda-
tions only where there seemed a clear
need to refine a recommendation to
make it more practically feasible or to
fill in actual gaps left to the Congress.

First, the bill has several provisions
extending coverage. It would cover
newly hired Federal workers, all non-
profit employees, Capitol Hill employ-
ees not participating in the civil serv-
ice retirement program, and all Mem-
bers of Congress, judges, and other
elected officials and high-level politi-
cal appointees. It provides for the
elimination of the so-called windfall
benefits which accrue to Individuals
who also work in employment not cov-
ered by social security and it would
prohibit State and local governments
from pulling out of social security.
These provisions, combined, raise $25.4
billion of the $165 billion in the legis-
lation and 0.47 percent of payroll, or
almost one-quarter of the long-term
needs of the program. Let me empha-
size that again, because there is much
rhetoric which has flowed around as-
serting that extension of coverage
would be bad for social security in the
long run. Extension of covefage is
good for social security both in the
short term and in the long term and
the facts are just indisputable on that.

It is the committee's belief that ex-
tensiOn of coverage is good for the in-
dividuals involved as well, and I would
like to Insert in the RECORD at this
point a letter from a career civil serv-
ant-and a great statesman—Mr.
Robert Bail, which addresses this
point. I would like also to Insert some
materials which the Members will find
useful in addressing the questions
which naturally come up regarding
the effect coverage will have on civil
servants and others involved and on
the Government.

WASHINGTON, D.C.,
February 17, 1983.

Hon. J. J. PICKLE,
Chairman, Subcommittee on Social Secu-

,ity, Committee on Ways and Means.,
WasMngton, D.C.

Dw MR. Ciix1tr.w: I fully support the
coverage of Federal civilian employees
newly hired after January 1, 1984, as recom-
mended by the National Commission on
Social Security Reform arid the establish-
ment for Such newly hired employees of a
benefit plan within the Civil Service Retire-
ment system that would build on soctal se
curity coverage, just as Is the case with the
pension plans of private employers. I would
like to tell you why I take this position.

I spent most of my working career, 30
years, as a Federal employee, and although
during the last 11 years of that period I was
a Presidential appointee, I have always
thought of myself as a career civil servant. I
believe that the business of the United



March 9, 1P83
States Is the most important and challeng-
ing business in the world, and we must be
able to attract to it the best minds and skills
of this and later generations. The need for a
government of skilled administrators, re-
searchers, policy analysts—the need for cre-
ative minds—transcends one's personal
views about the proper direction for govern-
ment. Whether one wishes to move the gov-
ernment in conservative or liberal direc-
tions, there is a need for high competence In
carrying out the tremendous responsibilities
of the United States govemnient.

It follows, therefore, that I would do
nothing knowingly to reduce the attractive
ness of government service. On the con-
trary, I am appalled at the lhnIts that have
been placed on compensation so that Feder-
al pay is becoming less and less competitive
with private Industry, We are only hurting
our Nation when we make it more difficult
to attract and hold the best people to work
for us all as government employees.

A good retirement system and other
fringe benefits have traditionally been a
part of Federal government personnel
policy. To some extent these benefits have
made up for frequently lower wage and
salary levels. I believe it Is of great impor-
tance to continue the policy of fully ade-
quate retirement and fringe benefits for
Federal employees—those presently em-
ployed and those hired in the future—as
part of the objective of making our Govern-
ment work well. It is good that the Federal
government has been a leader In personnel
policy in this area.

I have given the reasons why I favor the
coverage of newly hired Federal employees
below:

1. In the long run, Federal employees will
lose if they are perceived by the public to
have been exempted for selfish reasons
from our basic, compulsory social Insurance
system that covers practically everyone else
in the country, Social security has the na-
tional purpose of providing protection to
make up for income loss because of retire-
ment in old age, total disability, or the
death of a wage earner In the family. It is a
compact between the generations in which
all share the burdens and the benefits. It is
anomalous, to say the least, that Federal ci.
vllian employees are the ones who do not
take part in this national effort. For many
years now, coverage has been extended to
all employment for which it t practical, In-
cluding military service. I have been on
many radio and TV call4n shows in recent
years and made many talks on social secu-
rity to general audiences. I always get the
question "How come Federal employees
don't have to pay In when I do?

2. The combination of social security cov-
erage and newly designed benefit provisions
within the civil service retirement system
for new employees should be set up In such
a way that, overall, the combnatlon will
provide as good protection as the present
civil service system does alone. There Is no
Intention to diminish the protection of
these new employees as compared to the
presently employed,

3. For many new employees, this arrange-
inent of social security plus a completely In-
dependent supplementary plan, a.s in private
Industry, would be better than the present
civil service plan alone. Social security with
Its weighted benefit formula is generally
more favorable to low-paid employees than
the civil servIce system, and frequently
social security is better for those who move
in and out of Federal employment, since the
possibility of missing eligibility for social se-
curity is protected against. Very important-
ly, full survivorship and disability protec-
tion is more quickly achieved under social
security. The amounts paid for these risks

are not related to length of service as in the
civil service system, but are fully effective
quickly, as In an insurance plan.

4. It is true that with extension of cover-
age to Federal civilian employment, Federal
employees will lose an unfair advantage
which they now have over those covered by
social security throughout their working
lives, but it Is defrab1e that this should be
the case. At present, about 73% of Federal
annuitants who are age 82 or more are also
eligible for social secrulty, but they have
been granted social security protection
under more favorable benefit-to-contribu-
tion ratios than are possible for most
people. The Federal annuitant picks up
social security coverage without having paid
into the system over hs entire working life-
time, but thstead gets the social security
benefit based on a partial earnings record in
employment outside the Federal govern-
ment. His or her earnings record under
social security therefore has a lot of zero
years In it and the average wage on which
the benefit is based tends to be low. This
gives the Federal annuitant the advantage
of the weighted social security benefit for-
mula (the factors in the benefit formula are
90%, 32% and 15%) which was intended to
benefit low-paid people. This is not the fault
of the Federal employee—there is nothing
he can do about It under present law—but
the result is such that everyone else in the
country Is paythg somewhat more for social
sectrlty because Federal employees receive
this advantage. Thus the extension of social
security to Federal employees reduces the
long-range overall cost of the system by
about 0.3% of payroll. It is just not true
that new Federal employees would be asked
to 'ball out" the social security to their own
disadvantage. On the Contrary, extension of
coverage would correct an inequity now dis-
advantageous to those under social security.

5. The notion has been widely circulated
that covering new Federal employees under
social security would deprive present Feder-
al annultants and those presently employed
by the Feder&l government of a future
source of income needed to pay their retire-
ment benefits, This Is not the case. At the
present time, the protection furnished by
the civil service etlrement system—depend-
ing on how it Is figured—is worth about 38-
40% of payroll, Employees are paying only
7% of their earnings toward this protection.
The agency for which they work contributes
another 7%, and the rest of the benefits will
be paid for from general revenues. Thus
under present law, the benefits of present
workers will be paid for mostly from gener-
all revenues, not the contributions of the
newly hired.

Moreover, the contributions that the
newly hired employees would make toward
a specially designed benefit plan within the
civil service system would mingle with all
other contributions to that system, as is the
case today with other special benefit plans
in the civil service retirement system, such
as those for Members of Congress, congres-
sional employees, air traffic controllers, etc.
It is true that the contributions to the civil
service retirement system to be made by
new Federal employees would be lower than
the contributions paid by those already at
work because, of course, the supplementary
plan on top of social security will be cheaper
than the present plan, which is intended to
be sufficient in itself. However, these lower
contributions will be balanced by the fact
that the benefit provisions for the newly
hired will have lower long-term costs, and
create less liability for the civil service re-
tirement system. You cannot help the civil
sex-vice retirement system's long-range fi-
nancing by bringing in new people who pay
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7% of earnings toward a liability of between
38% and 40% of earnings.

The civil service retirement system as a
whole will not be injured by the proposal to
cover the newly hired under social security
plus a speciafly designed benefit plan for
this group within the civil service retire-
ment system.

There is apparently widespread misunder-
standing among Federal employees about
these facts, some even believing that the
civil service retirement system is adequately
financed by a combination of the 7 percent
Contributions that they pay and matching
contributions from their agency. It is Impor-
tant that these misunderstandings be cor-
rected.

It is not surprising to me that Federal em-
ployees are greatly concerned about any
proposals affecting their pay, working con-
dlitlons, retirement and other fringe bene-
fits. Their total compensation is being
threatened in a variety of ways, but, in my
considered. judgment, the proposal to
extend social security to newly employees is
of an entirely different character. The adop.
tion of this proposal will help, not hurt the
presently retired, the presently employed,
and the newly hired, and. will strengthen,
not weaken, the attractiveness of Federal
employment, while improving the attitude
of the rest of the country toward the Feder-
al employee.

Sincerely,

EXTENSION OF SOCIAL SECURITY COVERAGE To
NEWLY-HIRED Fiw CIvxi,w Woiums
The National Commission on Social Secu-

rity Reform has proposed extending soi1al
8ecurIty coverage to all Federal employees
hired after December 31, 1983. The Commis-
sion also proposes that in conjunction with
coverage, a new supplemental pension plan
for these workers be put in place, so that
they would be treated essentially the same
as workers in private industry. The follow-
Ing discussion outlines the major issues con-
nected with this proposal, primarily the
fiscal Impact and the impact on affected
workers.

A. IMPACT ON SOCIAL SECURITY

There would be an hnniedlate short-term
Increase in social security trust fund rev-
enues: about $10-13 billion, 1983-89. This in-
crease is the result of employee contribu-
Uons to the OASDI trust fund from newly
covered Federal workers and the matching
employer contributions from the Federal
government. No funds would be taken from
the Civil Service Trust Fund, nor would the
two systems' funds be merged.

In addition, the social security system
would realize long-term sv1ngs: .28 percent
of payroll. (Coverage of Federal workers ac-
counts for elimination of one-sixth of the
long-term social security deficit.) The long-
term savings result mainly from two factors:

(1) Elhnination of the wlndfafl now availa.
ble to Federal retirees who collect social se-
curity based on very few years work covered
by social security. 73% of current Civil Serv-
ice retirees over age 62 collect social security
benefits as well. The weighted social secu-
rity benefit formula treats these workers
like low-wage workers so they get a relative-
ly large benefit b&sed on many fewer years
of covered work compared to similar work-
ers covered their whole careers.

(2) Average salaries for Federal workers
are higher than average covered wages, so
that higher payroll tax contributions would
be made for them as a group.
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B. IMPACT ON CIVIL SERVICE RETIREMENT

SYSTEM (CSRS)

Coverage of new workers will not affect
benefits being paid out of the current CSRS
system, and current workers will continue to
pay their contribution to the system.

Revenues to the CSRS trust fund will be
reduced as new workers pay into the OASDI
trust fund Instead of into CSRS. The extent
of the reduction will depend on the nature
of the supplemental plan designed for new
workers. If this plan Is part of the CSRS
then the reduction will be less than 7%. It
should be remembered that the CSRS
system Is primarily funded by general tax
revenues; out of an estimated cost of 36% of
payroll, only 7% Is paid by employee contri-
butions.

Some of the 29% paid by general revenues
is interest on the CSRS unfunded liability
which Is treated as an investment. Thus, re-
serves of the CSRS trust fund do not
depend on revenues coming in from outside
the Federal government; they are deter-
mined by the amount of benefit obligations
the system Is calculated to have In the
future and the interest on those obligations.

Long-run CSRS benefit obligations (the
unfunded liability) will decrease as workers
receive more of their total pensions from
social security; the exact Impact will depend
on what sort of supplemental civil service
pension Is designed for the new workers.

Congress could appropriate funds to the
CSRS trust fund to make up for revenues
lost because of social security coverage.
However, there would be no real effect on
the security of the retirement benefits due
In the future, Since CSRS benefits are not
guaranteed by exIsting revenues in the trust
fund, but by the taxing power of Congress.
Civil Lervice retirement benefits are entitle-
ments, similar to social security benefits,
and can be Increased or reduced at any time
by Congress, regardless of the reserves in
the CSRS trust fund.

C. IMPACT ON TEE F)ERAL BUDGET

Covering new Federal workers under
social security does not change the total
amount being paid out in either civil service
benefits or social secuity benefits in the
short run; in the long run, there Is a savings
to soàlal security.

The difference in revenue to the Federal
government would be between the 6.7 per-
cent workers now pay to zocial security, and
the 8.3 percent Federal workers now pay (7
percent to CSRS, 1.3 percent to Medicare).
If no change were made in the CSRS law at
all, workers would pay both taxes; if a sup-
plemental plan to which workers contribut-
ed were enacted, some of thIs difference
would be made up. This difference in reve-
nue is not substantial.

Even if additional payments were made to
the CSRS trust fund to make up for losses
from social security coverage, the payments
would have no effect on the Federal deficit,
since general revenue payments into a gov-
ernment trust fund are inside the budget
and don't affect total outlays or total rev-
enues.

D. IMPACT ON APFECTED WORKERS

Civil service retirees would not be affect-
ed: their retirement benefits now in the
future will depend on the Congress' commit-
ment to continue to pay, full benefits.

Many Federal workers would be better off
if covered by social security:

(1) Social security provides family and sur-
vivor benefits with no reduction in the bene-
fit of the worker; unlike CSRS, which re-
quires retirees to take a reduced annuity in
order to provide benefits to their survivors.

(2) DIsability protection under social secu-
rity requires recent covered employment, 50

that workers leaving Federal service are
without disability protection for several
years.

(3) Over half of all workers who enter
Federal employment will eventually leave
Federal service with no eligibility for CSRS
benefits; if they take their contributions
with them, they receive no interest on con-
tributions after the first 5 years, or employ-
er-share on any contributions. Thus, their
eventual social security benefits may be
lower than if their Federal employment had
been covered, and they will not have re-
ceived any benefit at all from their contri-
butions to CSRS.

(4) The Federal employees who are low-
paid would receive the advantage of the
social security weighted benefit formula.
The Civil Service benefit formula gives a
greater advantage to higher-paid long-
career workers.

QUESTIONS AND ANSWERS ON COVERAGE oi
Fm*L WORKERs UNDER SoCIAL SECURITY

EFFECT ON SOCIAL SECURITY

Q. How can covering new Federal workers
under social security save money for social
security since these workers will draw bene-
fits out in the future? Won't this just make
social securlty' long-run problem worse9

A. Social security would realize a large
long-term savings from covering new Feder-
al workers: .28 percent of taxable payroll, a
sizable contribution to solving the 1.8 per-
cent long-term deficit. The long-term sav-
ings results mainly from two factors:

(1) ElimInation of the windfall now availa-
ble to the large majority of Federal retirees
wo collect social security based on very few
years of work covered by social security.
The weighted benefit formula treats these
workers like low-wage workers so that they
receive a relatively large benefit based on
many fewer years of covered employment
years compared to similar workers covered
their whole careers. -

A recent study (Social Security Bulletin,
February 1983) has found that 73 percent of
all Federal retirees over 62 are entitled to
social secuxty benefits, and that the per-
centage Is steadily Increasing. Most of these
workers are collecting a heavily weighted
social security benefit that they paid rela-
tively little for, in comparison with a worker
in private industry who made similar wages
that were covered by social security.

This windfall means that all workers in
covered employment are subsidizing the
weighted benefits for Federal retirees,
whose civil service benefit Is already sup-
posed to take the place of both social secu-
rity and a private pension. These weighted
benefits were meant for long-term, low-wage
workers with few other sources of retire-
ment income, not for retirees with pensions
that already are meant to replace social se-
curity.

(2) Another reason for the long-term sav-
ings to social security is that average sala-
ries for Federal workers are higher than
average covered wages. Therefore, higher
payroll tax contributions would be made
over the long term for Federal workers than
for a similar number of private sector work-
ers.

Q. Why can't you just eliminate the wind-
fall in the social security benefit formula
and leave Federal retirees' benefits alone?

A. The long-term savings could be
achieved in part by addressing the windfall
question alone, and changing the formula
for workers with non-covered employment.
However, no short-term savings would be re-
alized, and the Commission's consensus
package depends heavily on the Immediate
revenues from coverage.

Furthermore, eliminating the windfall
would only reduce social security benefits
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for those Federal workers who actually do
qualify for civil service retirement benefits.
It would do nothing for the majority of Fed-
eral workers who leave Federal service with-
out qualifying for civil service retirement
benefits. Over half of all Federal workers
never collect anything from CSRS: they are
the least likely to have social security cover-
age when they leave Federal service, and
the most likely to need the protection social
security provides for families against dis-
ability and death of the worker. It should be
remembered that social security as the Na-
tion's basic social insurance system, was
founded on the principle of universal man-
datory protection for all workers. In the ab-
sence of universal coverage, both windfalls
for workers gaining protection under both
social security and CSRS, and gaps in pro-
tection foi' workers who move between the
two systems are created.

Q. What will happen to the retirement
benefits of new Federal workers who come
under the social security system?

The retirement benefits of new Federal
workers Will depend on the supplomentary
plan enacted in addition to social security
coverage.

Many Federal workers would be better off
if covered by social security:

(1) Social security provides family and sur-
vivor benefits with no reduction in the bene-
fit of the worker.

(2) DIsability protection under social secu-
rity requires recent covered employment;
workers who leave Federal service are with-
out disability protection for several years.

(3) Over half of all workers who enter
Federal employment will eventually leave
Federal service with no elig1bilit for CSRS
benefits; if they take their contributions
with them, they receive no interest on con-
tributions made after the first five years, or
employer-share for any of their contribu-
tions. Thus, their eventual social security
benefits will be lower than if their Federal
employment had been covered, and they
will not have received any benefit at all
from their contributions to CSRS.
IMPACT ON CIVIL SERvICE RrrIREMENT SYSTEM

(C5R5)

Q. The CSRS trust fund is fully and
soundly financed now. Covering new work-
ers under Social Security will cut off new
revenues from CSRS, and the CSRS trust
fund will eventually go bankrupt. 110w are
future retirement benefits of current work-
ers and retirees going to be guaranteed?

A. The basic answer to thIs question Is
that the political will of Congress must
guarantee Federal retiree benefits in the
future, just as it does now.

Revenues to the CSRS trust fund will de-
cline as new workers pay into the OASDI
trust fund Instead of into CSRS. However,
the CSRS system Is primarily funded by
general tax revenues; out of an estimated
cost of 36% of payroll. only 7% is paid by
employee contributions.

Reserves of the CSRS trust fund do not
depend on revenues coming in from outside
the Federal government; they are deter-
mined by the amount of benefit obligations
the system Is calculated to have in the
future and the interest on those obligations.
A large part of the 29% paid by general rev-
enues Is interest on the CSRS unfunded lia-
bility which Is treated as an investment.

Long-run CSRS benefit outlays will de-
crease as workers receive more of their-total
pensions from social security; the exact
impact will depend on what sort of supple-
mental civil service pension Is designed for
the new workers.

Congress could appropriate funds to place
in the CSRS fund to make up for revenues

CONGRESSIONAL RECORD — HOUSE



March 9, 198'

lost because of social security coverage.
However, there would be no real effect on
either the security of the retirement bene-
fits due in the future, or on the taxpayer.
The CSRS trust fund is primarily a mecha-
nism for determining how much general rev-
enues should be appropriated each year to.
cover the current and future costs of the
program

CSRS benefits are therefore not guaran-
teed by existing revenues in the trust fund,
but by the taxing power of Congress. Civil
service retirement benefits are entitlements,
similar to social security benefits, and can
be Increased or reduced at any time by Con-
gress, regardless of the reserves In the
CSRS trust fund.

nA'S AND REPLACEMENT RATES AT AGE 62 FOR STEADY

WORKERS UNDER PRESENT LAW AND ALTERNATIVE

PROPOSALS TO ELIMINATE WINDFALL BENEFITS—AS-

SUMING PROPOSALS FULLY EFFECTIVE 1

40-year employment Present law 61-cement factor
histoxy progesal

In Replacement
Re anoncovered In revered PtA rate2

emp. employment (prrcent)
(ymceut)

Career low earner (eve-hail average earnings)

0 40 $352 58 $352 58
5 35 352 58 '329 '54
10 30 324 62 '275 52
20 20 268 77 190 54
30 10 150 90 106 61

Career average earner

0 40 548 45 548 45
5 35 548 45 '502 '41
10 30 492 47 414 39
20 20 380 54 302 43
30 10 268 77 190 54

Career high earner (twice average earnings)

0 40 801 33 801 33
5 35 801 33 722 30
10 30 748 36 670 32
20 20 604 43 526 38
30 10 380 54 302 43

Second, the bill delays the 1983 cost-
of-living adjustment by 6 months until
January 1984, at a savings of $39.4 bil-
lion In this decade and 0.3 percent of
payroll over the long term. Again, this
Is an Important portion of the short-
and long-range needs of the program.
This action will reduce benefits for the
average worker beneficiary by some-
where around $85 thIs year and a com-
parable amount in succeeding years.
But I think our elderly will accept this
one delay because I think that they
have shown a willingness to help us
hold this package together and share
the burden of maintaining the overall
social security program.

The committee bill does, in another
part; provide for relief in this area for
those elderly and disabled on SSI. It
also contains a guarantee that the
January 1984 COLA will be paid re-
gardless of whether the cost of living
drops below the 3-percent trigger now
in the law.

Third, the committee bill follows the
recommendation of the National Com-
mission to include one-half of social

security benefits In taxable income—
but phased in so that by using bases of
$25,000 for an Individual and $32,000
for a couple there will be no notches.
Moreover, no individual with outside
income of less than $20,000 and no
couple with outside income of less
than $25,000 would be affected at all.
Since this money will be redeposited In
the trust funds, It provides a substan-
tial portion of the short-term needs of
the system—some $26.6 billion—and a
major portion of the long-term fund-
ing needs of social security—0.61 per-
cent of payroll or almost 30 percent of
the long-range funding in the bill.
Only 6.5 percent of all beneficiaries
will be affected by this provision next
year.

I would like to Insert in the REcoith
some examples of how this provision
would affect various Individuals,

COMMI1TEE RECOMMENDATION ON TAXATION OF

BENEFITS 1

Fourth, the committee bill makes
several changes in social security
taxes. It speeds up already scheduled
ta increases by moving the 1985 in-
crease up to 1984 and part of the 1990
increase up to 1988. It Increases the
self-employment tax. The committee
complied with the Commission request
to provide some relief for the 1984
speed-up of payroll taxes through a
credit for employees and extends a
similar credit to the self-employed.
Again, these provisions, which are
troublesome to many, are an integral
part of this package. They raise $57. 9
billion in this decade and 0.22 percent
of payroll over the long term, mostly
through the SECA increase.

Under the bill employees will pay a
6.7-percent tax in 1984, but the trust
funds will be credited with a full 7-per-
cent rate, the same that employers
will pay. In 1985, both will pay 7 per-
cent. In 1988, the rate will go up to
7.51 percent, with some intervening in-
creases for medicare, and in 1990 to
7.65, the same rate as under current
law. This will result in a maximum in.
crease of $485 over current law be-
tween now and 1990.

The self-employed have traditionally
paid three-quarters of the combined
employer/employee tax rate and only
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the employee portion of the medicare
tax rate. But they have always re-
ceived full benefits for these pay-
ments. Following are further explana-
tions of this provision:

TAX CREDIT FOR SELF-EMPLOYED

Under the committee bill, the pay-
roll tax rate for self-employed individ-
uals, known as the SECA tax, will in-
crease to the combined employee-em.
ployer payroll tax rate. The Presi-
dent's Commission and the subcom-
mittee had recommended that self-em.
ployed workers be allowed to deduct
50 percent, or the "employer" share of
their payroll tax payment as a busi-
ness expense irb order to reduce the
burden of the increase.

The committee bill replaces this 50.
percent tax deduction with the equiva-
lent of a 12.9-percent tax credit
against the self-employed, or SECA
payroll tax rate. This change to a tax
credit resulted in the same revenue
loss from the Treasury as the 50-per-
cent tax deduction, $11 bililon from
1984 to 1989. The tax credit, however,
spreads the relief evenly for all self-
employed workers, while the tax de-
duction approach favored self-em-
ployed workers in high income tax
brackets.

For administrative simplicity, the
12.9-percent tax credit was translated
Into a reduction in the SECA tax rate
of 2.1 percent' in 1984, 1.8 percent in
1985-87, and 1.9 percent for 1988 and
subsequent years. There is no loss to
the social security trust funds since
they will be credited with the amount
of the full self-employed tax rate. The
revenue loss from the credit will be
borne by the general fund.

SELF-EMPLOYED OASDHI TAX RATE

n perceeti

Ways art Means bit
Current law

Tax rate Cr8t Net tax rate

1984 .. ...... 9.35 14.00 2.1 11.90
1985.. .. ..,.,... 9.91) 14.00 1.8 12.30
0986—87 ...... 10.00 14.30 1.8 12.58
1988 —. 10.00 15.02 1.9 13.12
1989 ..... 10.80 15.02 1.9 13.12
1990.. _.... 10.75 15.30 15 13.40

1984 maximum SECA; 14 percent rate;
$37,500 earnings

Dollars
SECA tax .. $5,250.00
SECA credit 787.50

New liability 4,462.50
Current law liabifity (9.35) 3,508.25

Total increase 956.25
1984 average SECA; 14 percent rate,' $25,000

earnings
Dollars

SECA tax 3,500.00
SECA credit 5200

New liability 2,975.00
Current law liability 2,337.50

Total increase 837.50

'Includes a 0.3-percent tax rate reduction availa-
ble for 1984 only for both employees and sell-em-
ployed.
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Example Example Example Example
A B C B

Old AS — — $20,000 $22,000 $28,000 $30,000
Fifty percent of benefits $4,200 $4,200 $4,200 $4,200

Cumbined amount.... .., $24,200 $26,200 $32,200 $34,201)
Base amount $25,000 *25,000 $25,000 $25,000

Excess - - $1,200 $7,200 $9,200Filly reccont..... _.. x.5 x.5 x.5 x.5

Taxable social securtty......_... _.. $600 $3,600 204,200
New ACt -. -. .... $22,600 $31,600 $34,200
Percent of social scurily benefit

taxed...,. _........ - 0.0 7.1 429 50.0

'WI exxnrplos are based en a single person who retires with maximum
benefits in 1984 xl age 65.

tour of 50 preconf of busrefllx ($4,280) on one-ball the tour
($4,600) in oxctiatud in AOl.

Note—The amount of social security benefits includable In tax hrcerne
would be equal to the met (a) ether AG us oeu-hat of social security

'January 1984 PtA's unit mepIacexont rates (m's as a percoat of covered benefits mrus tile throshnid, with the remainder multiplied be onu-hnit em (b)
dIME) based in intermediate li—B assumptions used in 1982 Trusteua Repurt one-hat of uwhxl security benefits, The threshed is to be $25,000 for a dngte
Asuonres (A) program mature in 1984, (B) marker's noacevered employment return, $32,000 fur marrref flOng (emIly.
with Federal Government lufowet revered ernytsyolent Mar. 8, 1903.

'Replacement rate equals Initial PtA as a perceot of dIME.
'The 1984 PtA under the proposal wants be equat to tile higher of (A) 61

percent of the first $270 of dIME, plus 32 percent of the nest $1,359 of
dIME, plus 15 percent of remainder (reytocos comment 90 percent factor with
61 percent tactum) on (B) presext tow PtA mines uSe-trail of the pension
based us moncovored employment (Those PtA's &id mnp!scemerrt rates
computed under the latter opprnecb are mnrked with an anteed (8) above).
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Fifth,, the bill enacts a series of

changes which are designed to contin-
ue smooth benefit payments this year
and insure benefit payments through-
out the decade; namely, it would pro-
vide for a general revenue transfer of
some $17.7 billion which will reim-
burse the trust funds for military
wage credits In advance and credit the
trust funds for uncashed OASDI
checks. Let me be very clear that these
provisions do not provide to the funds
general revenue that Would not come
to them anyway and that these provi-
sions are necessary to continue retire-
ment payments through 183 without
further depleting the other trust
funds.

The committee bill follows this with
a three-part procedure to safeguard
payments for the rest oI the decade:
First, it icould Institute a new account-
ing procedure proposed by the adniln-
istra'tion for crediting tax receipts to
the trust funds at 'the first of the
month, when the money is needed for
benefit payments. This will have a sig-
nificant Impact on trust funds re-
serves, which 'will be very Important in
the immediate years ahead. Second, it
would allow interfund borrowing be-
tween the funds for 1983-89. And
third, it would require the trustees to
report Immediately to the Congress
with a spectfic legislative plan of
action whenever the amount in any
trust fund Is unduly small.

Sixth, the bill makes several other
changes, &mie of which are of general
interest, bitt most ot which are techni-
cal in nature. I mention only three
here.
INVESTMENT OP SOCIAL SECURITY TRU5T FUNDS

The bill made several changes to in-
crease Income and reduce public criti-
cisms. The two most important
changes are:

First, invesLments would be made at
the higher of two interest rates, the
current law rate or a new short-term
rate;

Second, long-term obligations, thai
Is, from 1 to t5 years, would be elimi-
nated and the rate earned by the trust
funds would change monthly.

ELDERLY AND DI5ABLED TAX CREDIT

The bifi provides a new credit for
the elderly and disabled who do not re-
ceive social security. The credit is de-
signed to 'phase out at approximately
the same levels that taxation begins
for those who do get social security re-
tirement or disability benefits.

The credit is equal to 15 percent of a
base amoiant which is reduced by
amounts received under social security
and half of adjusted gross income
above a certain point, $7,500/$10,000.

The base amount is $5,000 for a
single, $7,500 for a joint return.

ELECTIVE COMPENSATION

Under a cash-or-deferred arrange-
ment (section 401(K)), a covered em-
ployee may elect to have the employer
contribute an amount to the plan on
the employee's behalf or to receive the
amount directly in cash. Amounts con-
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tributed to the plan are excluded from
income tax and FICA.

Employees who participate in 401(K)
plans whose total annual earnings are
below the social security annual tax-
able wage base ($35,700 In 1983) or
whose contributions to the 401(K)
plan reduce the amount of their social
security earnings below the annual
taxable wage base forego social secu-
rity benefits which would have been
based on the amounts which they con-
tributed to the plan (up to the differ
ence between his actual earnings and
the wage base).

Therefore, the part!ctpation of some
workers in a 401(K) plan—which is de-
signed to provide retirement income—
may actually result In the loss of cer-
tain amounts of social security bene-
fits (Including, but not limited to, re-
tirement benefits)

In addition, similar elective arrange-
ments and tax treatment exist under
cafeteria plans (section 125)) (which
provide a choice between taxable and
nontaxable amounts) and tax-shel-
tered annuities (section 403(b)) (which
often take the form of salary reduc-
Lion agreements).

The committee bill provides that, to
the extent that an employee could
have elected to receive cash, employer
contr1butks to these three elective
compention arrangements will be
treated as wages for social security tax
and benefit purposes.

This treatment is justified, in part,
on the grounds that when an employ-
ee is offered a choice, between cash or
a fringe benefit that is excluded from
sociaI security coverage and taxation
he has "constructively received" the
aniount of the cash. Under this view-
point, the employee is considered to
have been paid the cash and chosen to
spend it for the fringe benefit himself.
Since there is no exclusion for pay-
ments a worker makes from his own
funds to these benefits, the value of
the fringe benefit will be treated as
wages for socia.l security coverage and
tax purposes.

Seventh, the bill takes perhaps the
mOst Important step of all and, com-
bined with the rule and the floor
amendments to be offered, gtves the
House a chance to determining how it
will solve the remaining long term
needs of the sociai security program.

I say how, not whether, because we
must reduce the current long-term
deficit as best we can if we are ever to
restore confidence in this program.
The committee bill takes the route of
using a combination of benefit reduc-
tions and tax Increases. Two amend-
ments wifl be in order—one wholly to
raise taxes and one to raise the age of
full retirement. Whichever route we
take, our victory will be that we will
resolve the current long-term deficit.

There simply is no question that
social security faces long-term prob-
lems.

It is true that, once we pass the
1980's, matters look fairly favorable
for the social security retirement pro
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gram for a number of years. But that
does not mean we should ignore the
long term. To do so suggests that
there is no firm basis or pattern to the
long-term projections and that the po-
tential imbalance, especially in the
later years, is caused more by putting
random numbers together than by dis-
cernible economic or demographic
events. The fact is the projected !n1
balance in the final 25-year period of
the long-term projections is over 26
percent of program costs, way above
the 5 percent standard of leeway
which has often been used.

Moveover, this imbalance is driven
by already discernible demographic
circumstances. And it is not as far off
as many assume: Actually the first
wave of the baby boom generation
reaches retirement by 2008. And even
under Intermediate assumptions,
outgo begins to exceed income some-
time between 2010 and 2015. The f a-
vorable financial projections for the
program beginning In the mid-1990's
and continuing into the first decade or
o of the next century rely on reserves
actually being built up sufficiently
during this period to carry the pro-
gram for several years. But these pro-
jected surpluses rely on real wage
growth averaging 1.5 percent per year.
when real wage growth for the last 30
years has averaged only 1.2 percent.
They also rely on a slight increase in
the birth rate and on no major break-
through in average mortality im-
provement.

AU of this is simply by way of saying
that we must act. There is as much
reason to believe that the long-term
problems of social security may not be
so long off as we might think as there
is to believe that things will improve
somewhat.

The people do not perceive social se-
curity as Just Government welfare pro-
gram; every worker of every age is con-
'stantly aware that he or she has a
stake in it. If we do not address its
problems when they are brought to
our attention, then the worker will
adopt an ever more guarded attitude
toward the program—to his detriment
and to the detriment of social security.

In summary, the hour has come. We
cannot go back to the drawing board
at this point because we do not have
time to put together a package of
amendments which can garner the
support of so wide a variety of groups
and individuals as the one which is
before us today. The choice is not one
of our personal preferences. The
choice is whether or not we want the
checks to go out on time come July
this year. We have all had to swallow
hard on something In this package—
but as a package, it can hold up.

I strongly urge adoption of these
social security amendments.

0 1130
Mr. ROSTENKOWSKI. Mr. Chair-

man, I yield 10 minutes to the gentle-
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man from Massachusetts (Mr. SIGN-
NON).

Mr. SHANNON. I thank the chair-
man for yielding this time to me.

Mr. Chairman, I rise in support of
this legislation and I want to say at
the outset what an honor it has been
to work with the gentleman from
Texas (Mr. PICKLE) on this legislation
over the last couple of years. I think
those of us who have worked on the
subcommittee with Mr. PICKLE have
seen an extraordinary display of politi-
cal leadership.

Mr. Chairman, this biil addresses a
very serious financing problem, a
problem for which there are no easy
solutions. We have had to make some
tough decisions. We have all had to
compromise.

No one Is mpletely happy with
this bill. But the bill gets the job done,
and I intend to support its final pas-
sage.

There Is a fundamental fact that I
think all of us need to understand
about this bill. As reported out of the
Ways and Means Committee, it would
address both the short-term financing
problem and the long-term financing
problem.

The committee bill adopts the con-
sensus package of the National Com-
mission, with certain adjustments.

The committee bill delays the cost-
of-living adjustment 6 months, and
taxes benefits for higher Income earn-
ers. It Increases payroll taxes and ex-
tends social security coverage to nwIy
hired Federal workers.

These provisions, when combined
with interfund borrowing authority
and the fixed monthly tax transfers,
completely handle the short-term fi-
nancing problem.

In addition, these changes eliminate
two-thirds of the long-term deficit.

But the committee bill goes beyond
the Commission's consensus package
and addresses the remainder of the
long-term 75-year deficit.

The long-term solution adopted by
the committee involves two changes:

First, the committee bill increases
the OASDI tax rate by 0.24 percent
for employers and employees In 2015.

Second, the committee bill reduces
the initial benefit levels by 5 percent
for workers retiring in the next cen-
tury. It does this by decreasing the
percentage factors in the benefit for-
mula by two-thirds of 1 percent each
year for 8 years beginning in the year
2000.

This reduction in the replacement
rate affects all beneficiaries in the
same way, regardless of their benefit
level or work history, or when they
choose to retire.

The committee's approach spreads
the burden of the 'long-term solution
among workers and beneficiaries.

Everyone lends a hand. But no one is
asked to carry more than his or her
fair share. No one is left hurting.

With these two changes, the com-
mittee bill completely eliminates the
long-run deficit.

There will be two other approaches
to the long-term problem that we will
vote on today.

I just want to say that, no matter
vhat we adopt here today, we will
most likely be looking at long-term
social security financing again some-
where down the road.

If we have learned anything from
the social security debate, it is that
there Is no way in the world we can
predict the economic future 5 or 10
years from now, not to mention 40
years down the line:

Mr. PEPPER will be offering an
amendment to address the last third
of the long-run deficit by raising pay-
roll taxes.

There Is a lot to be said for this ap-
proach.

Beneficiaries are already making a
major saczifice in order to insure the
solvency of the system—COLA delay
and taxation of benefits.

The Pepper amendment addresses
the long-term deficit without further
benefit cuts.

The other alternative Is contained in
the Pickle amendment.

.This proposal would increase the re-
tirement age to age 66 by 2009 and to
age 87 by 2027.

There are some real problems with
this proposal.

They are problems that put it in an
entirely different category than the
committee bill, or even the Pepper
amendment.

Remember that the Pepper amend-
ment cails for no further benef4t cuts.
And the committee bill would make
only slight adjustments In taxes and
benefits.

But the Pickle amendment, on the
other hand, would put the burden of
the long-term fmanc!ng problem
squarely on the backs of future
beneficiaries.

The Pickle amendment starts from a
sIngle, mistaken assumption. It as-
suines that if we increase the retire-
ment age, people will work longer.

But many of them cannot.
Most people who retire early do so

not because they want to but because
of ill health or job loss.

Increasing the retirement age will
not keep these people in the work
force longer. It will simply cut their
benefits.

Look at the numbers.
Two-thirds of the savings from the

Pickle amendment come from cutting
benefits for early retirees—not from
w&rkers staying on the job longer.

The Pickle amendment would have
its harshest impact on those who can
least afford to bear the burden: blue-
collar workers In heavy industry,
women, and minorities.

The Pickle amendment Ls not simply
a benefit cut. It is an unfair and in-
equitable benefit cut that hits the
most vulnerable beneficiaries.

We have a chance today to put social
security In the black and keep it there
for a long time to come.

The committee bill Is a fair bill.
Whatever amendments are adopted,
this bill deserves our support on final
passage.

01140
Mr. CONABLE. Mr. Chairman, I

yield 5 mInutes to the gentleman from
Florida (Mr. Youx1G).

Mr. YOUNG of Florida. Mr. Chair-
man, I thank the gentleman for yield-
ing this time to me.

I would like to say to my colleagues
that this Member comes to the floor
with a very finn commitment to cast-
ing whatever vote Is necessary to pre-
serve the integrity of the social secu-
rity system. I come from a county In
Florida, Mr. Chairman, that has
nearly 240,000 people who get a social
security check every month, so my
first statement should come as no sur-
prise to anyone.

I observed the work of the National
Commission on Social Security for
nearly a year and was, quite. frankly,
disappointed that it took such a long
time for them to reach a consensus,
but when they did, I paid close atten-
tion to ft, Mr. Chairman, and as I was
able to read that communication and
find out exactly what I thought it was
going to do, I assigned two parameters
that I personally will use to decide
whether or not to support this pro-
gram: First, Is the program fair? Does
it touch everyone about the same?
Second, Is it a program that will actu-
ally work?.

Mr. Chairman, Just a few days after
the Commission's report was ready, I
went back to Florida and held a series
of public hearings. Several thousands
of my constituents came to those hear-
ings, and I found that there was not
anyone who really liked the recom-
mendations. There was some to object
to about all of it. Because o that, I
made up mind that I thought it was
pretty fair because if nobody liked it,
it had to be fairly fair.

My next question, Mr. Chairman,
was, is it going to work? I think that is
crucial. I do not want to be here
taking the time of Congress or mis-
leadthg the American people by pro-
posing a plan that maybe will work
and maybe will not work. I think we
have an obligation to know for sie
whether or not it will work.

I remember back in October of 1977,
when this Congress considered the
largest permanent tax increase which
we had ever considered, and we passed
legislation increasing the social secu.
rity tax, with guarantees from those
Members who presented the bill to us
that this was going to solve the prob-
lems of the social securtty system for
20 or 30. or 40 years.

At this point I would like to compli-
ment our very distInguished colleague
and subcommittee chairman, the gen-
tleman from Texas, Mr. JAKE PICu.E,
for the great work that he has done In
bringing this legislation to us, but I
want to call to the gentleman's atten-
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tion, as I did when he gave me the
privilege of testifying before his sub-
committee, his words back in 1977 on
the subject of that bill that was sup-
posed to solve the problems.

The gentleman from Texas (Mr.
PIcKI.E) said:

In passing this bill, we can say to the
American people that we are putting social
security on a sound financial basis for the
next 25 to 50 years. Nothing can be more re-
assuring to the public than taking this
strong action.

Mr. Tjllinan, who then was the dis-
tinguished committee chairman, said
at the same time, "(this bill) puts us in
a surplus posture in social security for
the next 25 years."

When President Carter signed the
legislation in 1977, he assured all
Americans that the system was on
firm footing into the 21st century.
President Carter said, "Now this legis-
lation will guarantee that from 1980 to
the year 2030, the social security will
be sound."

Well, Mr. Chairman, obviously that
did not happen, and the guarantees
that we had at that time just have not
been brought to fulfillment.

What gives me additional concern,
Mr. Chairman, is that the committee's
report itself includes a letter from Mr.
Richard Foster, the Acting Deputy
Chief Actuary. In his memorandum,
Mr. Foster says this:

Thus H.R. 1900 as reported by the Ways
and Means Committee would substantially
Improve the financial outlook for the
OASDI program. It must be said, however,
that this bill would not offer assurance that
the OASDI program would operate satisfac-
torily under adverse economic conditions.

What I am saying, Mr. Chairman, is
that I am prepared to support this
package. But I hope that the manag-
ers of this bill will be able to convince
us that this time, in 1983, the assur-
ances we are getting are more realistic
than they were in 1977. I think the
Members of the House deserve that
kind of consideration, I belleve the
American people deserve that, and I
am hoping that the managers will be
able to convince this Member and
other Members that this is a package
that is fair and one that will definitely
work and solve the problems of the
social security trust fund.

Mr. CONABLE. Mr. Chairman, I
yIeld 3 mInutes to the gentleman from
New Hampshire (Mr. GREGG).

(Mr. GREGG asked and was given
permission to revise and extend his re-
marks.)

Mr. GREGG. Mr. Chairman, I ap-
preciate the opportunity to address
this Issue which I consider to be the
most crltiôal issue this Congress will
address possibly in this decade, but
certainly in this session.

We have not seen a great deal of
leadership out of this Congress on the
Issue of social security. In fact, this
Congress has over the last 2 years and
maybe the last 4 years cringed from
this Issue for too long, hiding in the
shadows of political gamesmanship.
But for 36 million people who are on
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the social security system and for 110
million people who must pay Into the
system, the issue of social security
cannot be ignored. It is to them the
key economic Issue which the Govern-
ment addresses to them at this time.

Therefore, we as an Institution have
the opportunity today to fulfill our
past history of leadership. As we look
at the history of this institution, yes;
it is one which has been carried on
mostly by perpetual motion, but in in-
stances throughout its whole history,
when it has confronted a crisis of ex-
treme proportions which have affected
a great majority of people, this thstitu-
tion has been able to rise up and to
make the difficult decisions, whether
those were the Great Compromises
before the Civil War, or after the Civil
War, during the period of Reconstruc-
tion, or whether it was during the
1930's when this legislature took so
many aggressive steps to try to reverse
the trends of the Great Depression.

This is again an opportunity, for
Congress to stand up and be counted
and to make the difficult decisions of
our time. We are going to hear today
many arguments about why this spe-
cific item of this compromise is wrong
or that specific Item of this compro-
mise is going to fall to carry it to its
fruition. But the simple fact is that if
we are going to be honest and we are
not going to play hypocritical games,
this is the only proposal before us
which has an option of survival. This
is the only proposal which this Con-
gress can legitimately say it is willing
to address to allow a correction in the
social security system which will cause
the survival of that system.

If we ignore this compromise, if we
reject this compromise because we do
not like this item or that item, then
we will have failed as a body to have
taken the option of deilvering a rea-
sonable response to one of the most se-
rious problems which this country
faces and which the people of this
country face.

I call upon the Members of this Leg-
islature to look to our past and recog-
nize that we have an obilgation here,
an obilgation which is written in the
words of Daniel Webster, the words
that are above us from a great states-
man, one who came from New Hamp-
shire. "Let us leave here and perform
something worthy to be remembered."

Mr. Chairman, this is our opportuni-
ty to perform for my generation and
for future generations which will be
part of the social security system
something worthy to be remembered.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yield 15 mInutes to the gentle-
man from Tennessee (Mr. Porn)).

(Mr. FORD of Tennessee asked and
was given permission to revilse and
extend his remarks.)

Mr. FORD of Tennessee. Mr. Chair-
man, I thank the chairman of the full
Committee on Ways and Means, the
gentleman from Illinois (Mr. R05TEN
KowsKx), along with the chairman of
the subcommittee, the gentleman
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from Texas (Mr. PIcKLE) for their ef-
forts. I would like to commend the two
of them, as well as my other col-
leagues on the full Committee on
Ways and Means.

Mr. Chairman, I rise to go over title
IV and title V of the bill that is before
the House today.

0 1150
Mr. Chairman, title IV of the bill

would raise the Federal benefit stand-
ard for supplemental security
income—SSI—by $20 for a single Indi-
vidual and $30 for couples. The benefit
standard is the maximum amount of
SSI payable. Currently, this Is $284 for
a single individual and $426 for a
couple. This Increase in the Federal
881 payment will take effect on July 1,
1983. The July COLA for SSI will be
delayed untIl January 1984 In the
same manner as the social security
COLA.

The SSI program provides Income
assistance to poor, aged, blind, or dis-
abled indlvlduals. 881 recipients re-
ceive a cost-of -ilving adjustment—
COLA—at the same time and in the
same amount as social security recipi-
ents.

Of the 4 mIllion SSI recipients,
about 2 million receive both 551 and
social security income. Current law
"disregards" $20 of social security
income in determining 881 ellgibility
for these concurrent recipients. Most
of the remainIng 2 million 581 recipi-
ents are completely dependent on
their 551 income.

The Commission on Social Security
Reform recommended, along with the
6-month delay in the social security
COLA, an increase in the disregard
from $20 to $50. The purpose of this
was to protect those social securty re-
cipients receiving very low social secu-
rity payments from the loss of their
COLA. Such an increase in the disre-
gard, however, protects only half of
the SSI population, those that are re-
ceiving social security.

The committee bill delays both the
social security COLA and the SSI
COLA for 6 months. In order to pro
tect the poorest Individuals, the bill
raises the benefit standard for all SSI
recipients by $20 for single Individual
and $30 for couples. This allows the
two systems, social security and SSI,
to remain on track, while more than
protecting the poorest recipients from
loss of their COLA in July.

Mr. Chairman, tiUe V of E.R. 1900
extends for 6 months the Federal sup-
plemental compensation program.
This program, which is due to expire
at the end of this month, provides ad-
ditional weeks of unemployment corn
pensation to individuals who have ex-
hausted their regular State benefits
and any extended benefits to whtch
they were entitled.

As originally enacted, the FSC pro-
gram provides up to a maximum of 16,
14, 12, 10, or 8 additional weeks of
benefits. Under the extension con-
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tamed in this legislation, the max!-
mum number of weeks will be 14, 13,
11, 10, or 8 dependIng on the State
where the Individual qualified for or is
claiming the benefits.

Members will note that the maxi-
mum number of FSC weeks has been
reduced in some States. This was done
so that we could provide additional
weeks of benefits to individuals who
will have exhausted their original FSC
entitlement by April 1, 1983. Let me
point out that a simple extension of
the program, such as the one proposed
by the President, would not have pro-
vided any more weeks of benefits to in-
dividuals who have already received
FSC benefits under current law. By
April 1, 1983, 1.2 million jobless work-
ers will have exhausted their original
FSC entitlement. These individuals
have been unemployed for nearly a
year or more. Recent unemployment
statistics Indicate that as the economy
improves, these long-term unemployed
individuals will be the last to be re-
hired. Therefore, the committee felt
that there was an urgent need to both
extend the program and to "reach-
back" and provide some additional
help to those Individuals who have
been out of work for the longest
period of time.

Mr. Chairman, when we enacted this
program last fall, it was hoped that
strong signs of economic recovery
would emerge during the 6-month life
of the program. We hoped that Secre-
tary Regan was correct when he said
that the economy would come roaring
back in the spring. Spring Is here Mr.
Chairman, and the unemployment
rate is holding at 10.4 percent. Over 11
million Americans are out of work;
300,000 Americans each month are ex-
hausting their unemployment bene-
fits. The extension of this program
through September 30, is an absolute
necessity.

We all hope for economic recovery.
We are all waiting for it. However, the
wait means different things to differ-
ent people. Some are waiting for their
stock portfolio to go up in value. Some
are waiting to buy the new house or
new car that they have been looking
at. But some, over 11 million, are wait-
ing for a much more Important
lream—a job. The benefits provided in
this bill are designed to help them and
their families endure this wait. These
enefits will help them bridge the gap
3etween the loss of their job and the
ay they return to the work force.

The jobless workers in this country
ieed these benefits and need your sup-
ort for this bill.
Mr. CONABLE. Mr. Chairman, I

ie1d 3 minutes to the gentleman from
E1orida (Mr. LEwIs).

Mr. LEWIS of Florida. Mr. Chair.
nan, I thank the gentleman for yield-
ng this time to me.
Fellow colleagues, I am very con-

erned that we had such a fast vote on
he rule. I feel that debate time was
risufficient, and I am very much con-
erried becatzse, to me, I feel that we

are shortsighted by not recognizing
Federal employees who are to be in.
cluded in the social security system
and most likely will be Included when
we vote today.

I am concerned with showing basic
fairness to Federal employees. It is
clear that there Is a lack of under-
standing of their retirement system.
We have heard many times that their
retirement system is actuarially sound.
and then again we hear the numbers
that show it is not actuarially sound.
The duplicity of civil service payments
and social security payments aI con-
cerns me, as well as not having a sup-
plemental system. Federal retirees do
not even know what they are going to
receive until after the vote today.

I feel it Is necessary to allow at least
1 more year for the Federal employ-
ees, so that a study can be made to de-
termine whether or not, yes r no,
true or false, that they have an actu-
arially sound system and what their
supplemental system would be.

I feel by voting the way we did
today—by a voice vote, and not by a
rollcall vote on the rule we certainly
did them a serious injustice, and I feel
that each and every one of you should
take this Into consideration when you
cast your vote today.

Mr. CONABLE. Mr. Chairman, I
yield 5 mInutes to the gentleman from
Louisiana (Mr. MooRE), a valued
member of the committee, If I may
say.

(Mr. MOORE asked and was given
ennission to revise and extend his re.
marks.)

Mr. MOORE. Mr. Chairman, I would
like to comment specifically on the
medicare prov1jons contained as. title
VI in the bill, and point out that this
provision 1s a good reason for Mem-
bers to consider support of the bill as a
whole.

As ranking minority member of the
Subcommittee on Health of the Ways
and Means Committee, I commend my
colleagues on both the subcommittee
and full committee on the bipartisan
cooperation we enjoyed in crafting
what is the most significant change in
medicare reimbursement policy since
medicare was Implemented In 1968.

We have done a lot of tinkering with
medicare reimbursement over the
years, mainly in trying to control
runaway hospital costs. Yet for all of
this tinkering, costs have continued to
soar. This should come as no surprise
since hospitals have merely continued
to react to the incentives in the cur-
rent system which encourage spending
rather than efficiency and cost con-
trol.

Under the existing medicare pay-
ment system, hospitals are reimbursed
according to a method which Is known
as retrospective, cost-based reimburse-
ment. Essentally medicare pays hospi-.
tals for any reasonable costs which
they incur in providing covered serv-
ices to medicare beneficiaries. Clearly,
there is little or no incentive to control

cost or operate more efficiently under
the current system.

In an almost desperate act to control
medicare costs, the Congress last year
under the Tax Equity and Fiscal Re-
sponsibility Act of 1982 (TEFRA)
placed a 3-year limit on the annual
rate of increase in hospital inpatient
costs and instructed the Secretary of
HHS to develop, in conjunction with
the Committees on Ways and Means
and Finance, a proposal to reimburse
hospitals under medicare on a prospec-
tive basis. That proposal was received
late last year and provided the frame-
work for the proposal before us today.

I would just add that a great deal of
credit should go to former Secretary
Dick Schweiker in recognition of his
leadership and determination in bring-
ing this sensible proposal to the Con-
gress.

Under the proposed system, pay-
ment would be based on a single
amount for each type of case in a par-
ticular diagnostic group. While pay-
ment will recognize differences in an
area wage costs and passthrough
teaching costs, as well as capital
costs—pending further study—all hos-
pitals n an area will receive the same
payment for the same services. More
complex cases will receive higher pay-
ment than simpler cases, cases. with
complications more than those with-
out.

Initially payment rates would be de-
rived from existing medicare cost re
ports and from a sample of medicare
patient records. Rates would be updat-
ed annually.

Hospitals providing services under
the rates could retain the difference
while those with costs in excess of the
rates wou'd have to absorb the extra
costs.

This new system of payment will
provide long needed economic incen-
tives for hospitals to be efficient and
cost-conscious in the delivery of care
to medicare beneficiarIes.

While the committee bifi generally
follows the administration's proposal,
several major modIfications were
made.

The system would be phased in
gradually over 3 years to permit hospi-
tas to adjust to the new payment
method. To further ease the transition
of hospitals into the new system, sepa-
rate urban and rural payment rates
would apply in each of the nine census
divisions of the country.

After fiscal year 1985 an independ-
ent panel of experts would advise theSecretary regarding the updating
factor to be used in establishing therates.

Special exemptions, exceptions and
adjustmentB would be made, where ap-
propriate, with respect to teaching
hospitals, sole community providers,
public and other hospitals.

Provisions were also included to deal
specifically with quality of care con-
cerns and providers who might at-
tempt to "game" the system. Specifj
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cally the Secretary could deny pay-
ment, in whole or part, or take other
corrective action for such things as un-
necessary admissions or other inappro-
pilate medical or other practices.

In addition, the bill provides for rec-
Qgnition and use of State hospital pay-
ment systems where such systems
would not cost medicare more than
payments under the federal system
and meet certain other standards.

I view this prospective payment pro-
posal as a dynamic first step toward
the implementation of the market-
place forces of competition in the
health care field which will ultimately
stabilize health care costs in a manner
far more acceptable than the alterna-
tive of increased regulation. Our goal
is to continue to make quality health
care available to all, which goal is be-
coming increasingly imperiled due to
the spiriling cost of health care.

Mr. Chairman, the committee has
fashioned a good proposal and I urge
my colleagues to join with us in this
bipartisan effort to make economic
sense out of the way the medicare pro-
gram pays for hospital services.

0 1200
Mr. CONABLE. Mr. Chairman, I

yield 2 mInutes to the gentleman from
Nebraska (Mr. DAti).

(Mr. DAUB asked and was given per-
mission to revise and extend his re-
marks,)

Mr. DAUB. Mr. Chairman, I would
like to euter into a colloquy for a.
moment with my good friend from
Texas (Mr. PIcIcLE) chairman of the
subcommittee. I introduced a bifi
which is know as the nonresident alien
social security bifi, H.1. 165. I have
been most encouraged by the Interest.
Some 111 Members, a very bipartisan
membership from the House, have co-
sponsored the legislation.

In the full Committee on Ways and
Means the gentleman may recall the
vote to include a provision to eliminate
certain nonresident foreign aliens
from social security benefits failed
after a tie vote 16 to 16. I would like to
ask the chairman of the subcommittee
what his intentions might be with re-
spect to hearings on that particular
matter so that it might enhance the
solvency of our social securtiy system.

Mr. PICKLE. Mr. Chairman, will the
gentleman yield?

Mr. DAUB. I yield to the gentleman.
Mr. PICKLE. I thank the gentleman

for his question. I have promised the
members of the Ways and Means
Committee and other Members such
as the gentleman who is speaking that
we will have committee hearings on
this subject, I hope in April or in May.

We do not have a specific plan ad-
vanced.

I think we are all agreed that we
must take action on this nonresident
alien problem. What we do not want to
do is take away benefits from the wage
earner who actually has earned bene-
fits. But we must stop any of the
abuses that may take place when

benefits go to survivors or to new
members of families. This area needs
to be tightened up.

We do not have a specific recomfllen
dation from the Department of Health
and Human Services yet. We have
asked for it because we must do some-
thing abut this.

I had attempted at one time to bring
this into the bill but we could not get
a consensus to move forward at this
time. But this must be done and I
hope we can hold hearings by April or
May.

Mr. DAUB. I thank the gentleman
for his encouraging statement of hear-
ings to be held at an early date, in
April or May.

There Is approximately a $4 billion
savings that could be forged by that.

Today is important because it gives
the social security system a clean
slate—so to speak—with regard to its
financial soundness. This was some-
thing that the Congress had thought
it accomplished in the past, but each
time circumstances changed and the
system was again in need of additional
moneys.

Rather than rest on our laurels we
should today make a commitment that
we are not going to wait until the
system again is teetering on the edge
of bankruptcy before we initiate re-
forms. We know how small changes in
the system can amount to savings of
bfflions of dollars, and when those
changes are possible, they should
happen and should not be allowed to
go unaddressed until the last possible
minute.

One change that I recommend the
Congress address as soon as possible is
the Issue of nonresident aliens draw-
ing social security benefits. This
matter is not unexamined. We have
the facts, and we know today that the
cost wifi be in bfflions of dollars over
the coming years. This is a cost that
the system, even in its newly found
health, cannot afford, and it is dollars
that would be better spent in the form
of benefits for benficiaries or left in
the pockets of the working Americans
who finance the system.

The lessons of the last 2 years
should not be lost. The American
people expect us to act responsibly
and promptly when their interests are
at stake. It would be a great tragedy
were we to see additional reforms ig-
nored now because we have solved
most of the problem for the time
being. Let us do the job the American
people expect from us today and not
wait until tomorrow when our backs
are pressed against the wall.

The allen social security bill which I
introduced, H.R. 950, would limit bene-
fits to nonresident aliens and their de-
pendents. Aliens would receive only
the amount of benefits they paid into
the system. Dependents would receive
benefits only if the relationship to the
beneficiary existed before the wage
earner's 50th bIrthday.

This legislation will correct the cur-
rent abuses to the system by alien
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beneficiaries. Currently, benefits are
paid to 313,000 IndivIduals living
abroad, amounting to about $1 billion
per year. In 1981, 62 percent of these
beneficiaries were aliens.

The General Accounting Office
(GAO) has reported that on the aver-
age, beneficiaries living abroad had
worked fewer years in social security.
covered employment, paid less social
security taxes, and had more depend-
ents than the average social security
beneficiaries.

The average alien beneficiary living
abroad earned only one-half the quar-
ters of social security credits before re-
tirement as the average social security
beneficiary did. Also, allen dependents
outnumber wage earners by 169 to 100,
while there are only 40 dependents to
every 100 wage earners in the overall
beneficiary population.

The GAO estimates that the average
alien family receives about $23 in
benefits for every $1 in FICA taxes
paid before retirement. This is in
marked contrast to the $5 in benefits
for every $1 in FICA taxed for the
average social security beneficiary
family.

These facts clearly highlight the im-
portance of addressing this situation.
It would allow a substantial savings to
our social security system and show
Americans that we are truly prepared
to correct abusive social security situa-
tions in order to Insure the solvency of
this. important program.

As I said, today marks a return to
solvency for the social security system.
My support for H.R. 1900 is not un-
qualified. It had been my hope that
this body could produce a solution to
the financing problem without bring-
ing in Federal employees. It is my firm
belief that this wifi not result In a
better solution but will Instead create
further problems in the future.

We have met our first responsibility,
however, and that is to bring back to
Americans the peace of mind they de-
serve regarding social security. And we
should never again allow the system to
deteriorate to the point where Ameri-
cans young and old are uncertain
about their future benefits under the
system. There is no question that
social security presents a continutng
problem for Congress and America.
We must retain a benefit level that ac-
complishes social security's purpose
without imposing a tax burden on the
American worker that is too high. Al-
ready we have a burden that is far
greater than could have been imagined
20 years ago and could if driven higher
seriously affect employment.

H.R. 1900 is a consensus bill. There
is no one in this body who if given
carte blanche to write a social security
measure would have presented this bill
to the full House, but no such bill
would have had a chance of passing
the full House. This bill represeflt
compromise. It is a good compromise
that spreads the sacrifice evenb
throughout our society. The people it
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my district with whom I have dis-
cussed this measure have often ex-
pressed reservation or serious disagree-
ment with parts of it but no one has
said that it is not a reasonable effort
to repair a system while distributing
burdens equitably.

Mr. Speaker, I intend to vote yes on
H.R. 1900. I also intend to work in the
coming years for a more secure, fair,
and effective social security system.
This is a first step that most of us can
agree on. I urge my colleagues to con-
tinue this effort. -

Mr. ROSTENKOW5KI. Mr. Chair.
man, I yield 4 minutes to the gentle-
woman from California (Mrs. Box).

Mrs. BOXER. Mr. Chairman, I rise
to ask a question of the chairman of
the Ways and Means Committee. I am
concerned that the Federal retirement
system remain whole and healthy not
only for our Federal em,loyees but for
all of our taxpayers.

I want to be reassured that nothing
in this bill will affect the present civil
service retirement systems and ask if
you can give me such an assurance
from your perspective.

Mr. ROSTENKOW5KI. Will the
gentlewoman yield?

Mrs. BOXER. I yield to the gentle-
man.

Mr. ROSTENKOW5KI. I am of the
opinion, and I think I can say without
equivocation, that there is nothmg in
the legislation that would harm the
Federal employees' retirement system.
In addition, I have had an exchange of
correspondence with the chairman of
the Post Office and Civil Service Com-
mittee on the possibility of the gentle-
man from Michigan, (Mr. Foru) pro-
eeding with a program that would
protect new Federal employes as well.

Every member of the Committee on
Ways and Means is certainly con-
erned with the effect that this will
dave on new Federal employees. I give
ou every assurance that with the co-
)peration of the gentleman from
'Iichigan (Mr. Foai) we will try to
,rotect those in the civil service retire-
nent system and the solvency of the
rust funds.
Mrs. BOXER. I thank the gentle-

nan.
Mr. FORD of Michigan. Mr. Chair-

nan, will the gentlewoman yield?
Mrs. BOXER. I yield to the gentle-

nan from Michigan.
Mr. FORD of Michigan. I would like

o add to what the chairman said, that
ne of the bits of confusion that
omes into this is the erroneous as-
umption that Federal employees
Lnder the present system have the
ption of being in the system or not
eing in the system. The present
ystem for Federal employees, other
han Members of Congress and our
mployees, is mandatory. When you
ome to work for the Federal Govern-
ient after January 1, 1984, you will be
equired, by the present status of the
w, to join whatever civil service re-
irement system covers that agency of
overnment that you are in, and

there are in excess of 30 major Federal
service retirement systems. So we are
not talking about a single simple
system.

In addition to that, the only change
that the Ways and Means Committee
bill makes Is that new employees will
also, like other employees in the pri-
vate sector, be required to pay into
and be covered by social security. So
they will have dual coverage. They
will be covered by both systems just
like people in private and State and
local pension systems on the outside
are.

There is nothing in this bill, nothing
In this bill that would permit a new
employee after January 1, 1984, to ex-
ercise an option to get out of the Fed-
eral employee pension system or for
the Federal Government to reduce its
contribution to the Federal employee's
pension system.

For those reasons I belleve that the
Ways and Means Committee has
indeed protected the integrity of the
existing Federal employee pension sys-
tems not only for the present but for
the future. Because no change is made
by this act.

Anyone who construes a vote for
this bill as being a vote to hurt the
Federal employee retirement system is
In error.

Mr. BIAGGI. Mr. Chairman, will the
gentlewoman yield?

Mrs. BOXER. I yield to the gentle-
man.

Mr. BIAGGI. I would like to pose a
question to the distinguished chair-
man of the Ways and Means Commit-
tee.

Many of the Federal employees are
concerned that when it comes to their
time to retire there will not be suffi-
cient funds in the system because they
believe that the new employees will be
in a different system and hence there
will cease to be an Infusion of moneys
into the old system.
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Mr. ROSTENKOWSKI. There is a

provision in the current law to protect
those employees, regardless of wheth-
er or not there are sufficient contribu-
tions. The money Is guaranteed by the
general fund. That has been taken
into consideration. So I want to rea-
sure the gentleman that those people
that are in the system now, and will be
in the future, will have money availa-
ble for their retirement system
through employer and employee con-
tributions as well as from general rev.
enues.

Mr. BIAGGI. I thank the gentleman
from Illinois for that response. Clearly
that Is a point of concern that is really
tugging at the hearts of many of these
Federal employees. I thahk the gentle-
woman for yielding.

Mr. CONABLE. Mr. Chairman, I
now yield 3 minutes to the gentleman
from Virginia (Mr. PAJuus).

Mr. PARRIS. Mr. Chairman, every-
body knows that social security is in
trouble. It is losing $17,000 a minute
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and 30 minutes from now it will be a
half million dollars farther in the
hole.
But this legislation includes at least

one portion, one proposal that makes
it unwise and totally unacceptable and
that is the inclusion of Federal em-
ployees under social security. I sincere-
ly regret that the leadership would
not give us an opportunity to consider
an amendment to remove all persons
under the civil service retirement
system from social security. We will
not. have the opportunity to vote on
that issue because of the rule advocat-
ed by the leadership. That is truly un-
fortunate.

In addition, Federal employees are
now being asked to hold still while
they are put under social security
without even knowing what the sup-
plemental retirement system that will
ultimately be adopted will contain.

If the Committee on Post Office and
Civil Service does not adopt and this
House does not accept a proposal for
supplemental retirement, any Federal
employee will have no choice but to
contribute ahnost 14 percent of his or
her total compensation to the retire-
ment system beginning in January of
next year. That Is clearly excessive
and unfair.

There are various proposals kicking
around this Capitol that would in-
crease the retirement age, that would
increase the individual financial con-
tribution to the Federal employee re-
tirement system, that would' use the
last 5 years instead of the last 3 years
to calculate benefits we have appiled
the medicare tax requirement to Fed-
eral employees compensation, the Fed-
eral health employee benefit premi-
um have dramatically increased. And,
at the same time when all of this is
happening we are freezing compensa-
tion. The cumulative effect of all of
this, I submit is devastating to the
morale of the Federal employee.

ANNOUNCEMENT BY THE CHAIRMAN
The CHAIRMAN. We are delighted

to have all of our guests in the gallery.
There will be no applause, as any
manifestation o approval or disap-
proval of the proceedings is In viola-
tion of the rules of the House.

Mr. PARRIS. As a function of intel-
ligent personnel management, Mr.
Chairman, no rational person or orga-
nization would advocate nor adopt this
kind of a program to deal with its em-
ployees. It is my hope that this Con-
gress will reject this legislation.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yield 3 minutes to the gentle-
man from Michigan (Mr. FORD).

(Mr. FORD of Michigan asked and
was given permission to revise and
extend his remarks.)

Mr. FORD of Michigan. Mr. Chair-
man, I intended to speak toward the
end of this debate about the Federal
employee issue, but I want to clear up
any misconceptions caused by the gen-
tleman from Virginia (Mr. PRxs). I
am sure the gentleman did not intend
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to do so, but we ought to get out on
the table what he is talking about.

There is nothing in this legislation—
never has been, and under the rule
never can be—that affects the present
civil service retirement system. There
is no requirement that there be a sup-
plemental system instead of the pres-
ent systems. We have no intention of
writing something to replace the pres-
ent systems.

We have no Intention of touching
the existing systems In any way at all.

However, there is pending before
this House and before the Senate the
President's budget request. And In his
budget request he asks that In 1984 we
raise the employee's contribution to 9
percent and n 1985 to 11 percent. He
asks that we change the system to re-
quire annuities to be computed on the
average pay of the high 5 years of
service Instead of the high 3 years. He
also asks for a 65.year-old retirement
age with a provision that you lose 5
percent of your pension base for each
year you are under 65 at the time of
retirement.

The result if you retire at 55 years of
age with 30 years of service would be
that your pension would be reduced by
50 percent. Those are not proposals
that are in the Ways and Means bill.
Those proposals have been rejected
out of hand by a bipartisan vote tn the
Post Office and Civil Service Commit-
tee and In our report to the Budget
Committee, which Is available for ev-
eryone. It Is a matter of record. It has
gone to the Members. And to suggest
to these Federal workers that they are
In danger, by the enactment of this
bill, of hurting their pension, is not
serving your Federal constituents well,
sir. And I suggest that you take a look
at what Is really happening and not
wave around some smoke and mirrors
fear.

The only person In this town that
they have to •fear is your President
who wants to kill their pension.

Mr. PARRIS Mr. Chairman, would
the gentleman yield?

Mr. FORD of Michigan. I yield to
the gentleman from Virginia.

Mr. PARIS. I thank the gentleman
for yielding.

I have the privilege of representing a
great number of Federal employees. If
there is an overriding fear In the
hearts of most of them it Is what I call
depending on your point of view,
phase in or the phaseout problem.

Mr. FORD of Michigan. We are not.
If I can claim back my time. You are
using the expression "phase In-phase-
out," there Is no phasing In or phasing
out. Starting January 1, 1984, new
Federal employees will be covered by
social security, new Federal employees
will be covered by the existing pension
system. That is not phasing in, that is
clear, clean and simple. Nobody
coming to work for the Federal Gov-
ernment after 1984 has the right by
reason of anything in this bill to opt
out of the civil service retirement
system. Nothing in this bill permits
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the Federal Government to reduce its
commitment to and its payment to the
civil service retirement fund and I
want you to quit using terms like
phase in. We are not giving Federal
employees an alternative, we are
giving them coverage under both sys-
tems.

Mr. PARRIS. Would the gentleman
yield?

Mr. FORD of Miáhigan. I yield.
Mr. PARRIS. I thank the gentleman

for yielding.
I think the real concern of most Fed-

eral employees is as their number is
reduced over the next 5, 10, to 20
years, this Congress, which cannot
bind future Congresses, the future
Congress may In fact as a result of the
reduction of their political leverage
then dump the balance of them into
social security to their detr1mnt and
that is what concerns them and their
is no way the gentleman from Mich!
gan or the gentleman from Virginia
can preclude that from happening.

Mr. FORD of Michigan. I do not
want to turn what has been a fine bi-
partisan exchange here into a partisan
one, but the only persons In this town
talking about reducing future Federal
benefits are David Stockman and your
President. And we are, so far, success-
ful in resisting the most draconian
proposals that they have for reduc-
tion.

We will have 300,000 net new em-
ployees next year on the basis of what
happened this year and presumably a
similar amount next year, because we
lose about 5,000 people a week from
the Federal Government.

Mr. Chairman, unfortunately there
has been considerable mIsunderstand
Ing about a provision of this bill that
would place newly hired Federal work
ers under the social security system.

At the same time, there has been a
lot of apprehension on the part of
Federal workers and retirees. This
indeed is understandable given the
present administration's assault on
their benefits.

I want to set the record straight.
This bill does not, and is not intended
to, affect in any way the existmg civil
service retirement provisions or the
applicability of such provisions to the
newly covered employees.

Put simply, new Federal workers wifi
be required initially to contribute 7
percent of their pay to the civil service
retirement system, the same amount
as those now covered pay. Newly hired
employees wifi also be required to pay
the social security tax.

I want to assure my colleagues that
the Post Office and Civil Service Com-
mittee will act deliberately and re-
sponsibly to develop a supplemental
plan that will be fair to new workers
coming into the system and insure the
integrity of the retirement fund for
present workers and annuitants.

We want to avoid, however, rushing
mindlessly and recklessly into adopt-
ing a plan without benefit of study
and advice. Certainly we do not want
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to create a monster that could cause
more problems than we are attempt
ing to solve today. And that is precise
ly what we could do through hasty
action.

Last month the Speaker, along with
Chairman RosTENxowsu of the Ways
and Means Committee, and I sent a
letter to our colleagues explaining our
position on the question of extending
social security coverage to newly hired
Federal workers. I feel it is important
today to reiterate that position. We
said:

We support the recommendation of th&
National Commission on Social SecurItN
Reform to extend ociaI ecurfty coverage t
newly hired Federal employees.

We believe that new Federal ernp1oyee
who become covered under social ecurit
should be provided retirement benefits corn
parable to those under the civil service re
tirement system.

We oppose the Administration proposa
that would reauce civil service retirement
benefits and Increase employee contribu
tions to the civil service retirement fund.

We oppose the Administration proposal tc
treat cost-of-living adjustments for FederaJ
retirees dLfferently from those of social se
curity recipients.

We will oppose any proposal which woulc
threaten or adversely affect the financial In
tegrity of the civil service retirement fund
or the ability of that fund to continue tc
pay benefits promised to partlclpanth In th
civil service retirement fund.

The bill before us today will allow u
to achieve these goals.

It is not encumbered with the heed
less proposals of this administration
espouseth by OPM Director Donalc
Devine.

All of us in Congress are keen1
aware of our Nation's tragic economic
dilemma and the urgent need t
reduce the towering budget defic1t
created by this administration's costl
supply-side economics failure.

But where Federal workers are con
cerned, enough is enough.

For 2 years this administration ha
used Federal workers and retirees a
convenient scapegoats. In the mosi
blatant demagoguery I have witnessec
In my political career, this administra
tion has gone to extraordinary length
to portray Federal workers as Indolent
paper shulflers who are overpaid an
underworked. It has done this, I musl
conclude, to enlist public support fo
draconian budget cuts against Federa
workers and those who have retirec
from the Federal service—4o reenforct
the popular misconception about Fed
eral workers.

At this point in time, there can be nt
doubt that the Reagan admInistratio
has sought deliberately to make Fed
eral employment less attractive.

And I cannot help but wonder wha
price we will pay down the road h
terms of efficiency and quality. II w
continue this mindless diminution o
pay and benefits, how will we attrac
the best and brightest to work at ME
NASA, the Food and Drug Administr
tion, the Department of Agricu1tur
the FAA and all those other depart
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ments and agencies where Federal
workers perform the vital services that
keep this Nation running?

If we continue on the present courses
we will guarantee the kind of second.
rate work force the White House por-
trays to the public.

FEDERAL RETIREMENT AND PAY FREEZE
The proposed COLA freeze is a

prime example of the unfairness in-
herent in the President's budget. For
social security recipients and benefici-
aries of Federal entitlement programs,
the President proposes a 6-month
delay in COLA. But for Federal civil-
ian and military retirees, he proposes
to eliminate the fiscal year 1984 COLA
adjustment altogether. In effect, he
proposes a 13-month delay for Federal
retirees, more than twice as long as
the delay proposed for all others. How
fair is that?

Perhaps the President believes the
myth that the vast majority of Feder-
al employees retire at age 55 and re-
ceive large annuities. The facts are
that in 1982 the average age of a retir-
ing civil servant was 61, and for the
last 2 years the average annuity for a
retiring employee has grown smaller.
In 1980 the average monthly annuity
was $1,067, in 1981 it fell to $1,019, and
in 1982 it fell dramatically to $935.

Even the average retiree who has
been receiving COLA's for a number of
years is not getting rich. Of the 1.7
million annujtants on the rolls on Sep.
ember 30, 1980, more than one-third
eceived annuities less than $500 per
nonth, and more than 70 percent re-
eived annuities of less than $1,000 per
nonth. Only 9,560—six-hundredth of 1
)ercent—received annuities of more
han $8,000 per month.
There simply - is no basis to treat

ederal retirees more harshly than
leneficiaries of other Federal retire-
rient programs.
The proposed Federal civilian and

riilitary pay freeze is another example
f Presidential unfairness. The Presi-
Lent, with the acquiescence of the
'ongress, has totally abandoned the
rinciple that Federal salaries should
e comparable to those paid in the pri-
ate sector. Federal salaries in recent
ears have fallen farther and farther
ehind the levels required for compa-
ability. As of October, they were
4.47 percent behind the private sector
nd now the President proposes an
utright freeze.
Proponents of the freeze argue that
ederal workers should be happy just

have a secure job and that pay con-
ssions are common in the private
ctor today. But there is no pay
eeze in the private sector. The Con-
essional Budget Office estimates
iat, for the period March 1982 to
arch 1983. the average hourly earn-
gs index will increase by 5.5 percent.
nd BLS figures show private, non.
rm wages rose 6.3 percent in 1982.
Last year's 4 percent raise for Feder-
workers was generally eaten up by

Le medicare tax and increased health
surance premiums. Many, many em-

ployees actually suffered reductions in
take-home pay. At a minimum this
year, we should provide the 4-percent
increase assumed in last year's budget
resolution, especially in light of what
Is happening in the private sector,

CIVIL SEE VICE RETIREMENT PROVISIONS

The civil service retirement provi-
sions proposed in the President's
budget for fiscal year 1984 are equally
severe. Briefly, the proposed revisions
include:

Increasing employee contributions
from 7 to 9 percent in 1984 and from 9
to 11 percent in 1985;

Reducing annuities by 5 percent for
each year the employee is under age
65 at the time of retirement;

Calculating annuities on the basis of
highest average salary over 5 years
rather than 3 years; and

Modifying the formula for comput-
ing annuities.

FEDERAL EMPLOYEES HEALTH BENEFITS

Over the past 2 years, under the di-
rection of OPM Director Devine, we
have witnessed a steady erosion of
Federal employee health benefits. Pre-
miums have increased an average of 55
percent and the overall level of bene-
fits has substantially decreased.

Truly, Mr. Speaker, enough is
enough.

The Federal civil service, a venerable
institution that has come under un-
necessary and Unjustifiable criticism,
is vitally important t the welfare and
progress of our Nation.

And we must take special pains to
insure that whatever we do does not
further damage that system.

Mr. CONABLE. Mr. Chairman, I
yield 5 minutes to the gentleman from
Illinois (Mr. EVANS).

(Mr. EVANS of Illinois asked and
was given permission to revise and
extend his remarks.)

Mr. EVANS of Illinois. I thank the
gentleman for yielding.

Mr. Chairman, it is with reluctance
that I rise in opposition to this bill.

I first want to clearly state that I
strongly support the social security
system.

I support constructive efforts to alle-
viate the financial difficulties facing
the system.

I most emphatically support meas-
ures to protect current Social security
benefits.

That is why I must express my mis-
givings about the compromise package
before us, This package, I am sorry to
say, is a compromise that satisfies no
one. It does not even solve the prob-
lems plaguing the system.

The National Commission on Social
Security Reform has found it neces-
sary to revise the economic assump-
tions on which its recommendations
were based since its report was sent to
the Congress.

Rather than rush to approve a pro-
posal which may not cure the system's
chronic ills, I suggest that we refrain
from hasty judgment on this package.

The burden of this reform package
fails unfairly on the shoulders of

senior citizens, Federal employees,
small business men and women, and
farmers.

Delaying the cost-of-living ad just-
ments will harm senior citizens and
low-income recipients. These are the
ones who, in most cases, have experi-
enced a steady erosion in their stand-
ard of living over the last several
years. COLA's increases have provided
meager, but crucial, protection tothem.

Federal employees are burdened be-cause the inclusion of new hirees
under social security will undermine
the financially sound civil service re-
tirement system and create new un-
funded liabilities for social security.

In spite of claims that inclusion of
these Federal workers may be a way to
save money, I am convinced that this
change may very well increase future
Federal deficits and move us further
away from a lasting solution to the
problem.

Finally, raising the self-employment
tax damages our commitment to small
business. Small business men and
women in the 17th Congressional Dis-
trict of Illinois and throughout the
Nation will be hard hit at a time when
they are struggling to stay in business
for themselves.

The lower payroll tax rate for small
businesses has existed for over 30
years. It remains valid today.

Yet, under this proposal small busi-
nesses bear the brunt of this proposed
tax increase, while larger companies
can take better advantage of the tax
deductions.

Last fall I made a pledge to the
senior citizens of the 17th District. I
pledged to maintain their social secu-
rity benefits and to oppose measures
which would reduce benefits.

I cannot in good conscience renege
on that pledge.

I cannot vote for a reform package
which I believe, in the last appraisal, is
inadequate and misdirected.

I believe these issues require greater
examination by this House. We should
consider proposals to reduce the social
security system's obligations by remov-
ing the blind and disabled benefits
program from social security and
funding these benefits from general
revenues.

We should also examine proposals to
increase social security revenues with
the windfall profit tax.

Most of all we must not forget that
one of the major, structural dilemmas
facing thd system is unemployment.
Unemployment and economic reces-
sion rob the system of needed rev-
enues.

In fact, a 1-percent decrease in un-
employment would increase social se-
curity revenues by up to $4 billion ayear.

The National Commission deserves
our thanks for the work they have
done, as does the Ways and Means
Committee.
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But, It Is we, the elected Representa-

tives of the people, who must be held
accountable for actions affecting
social security.

We cannot evade our responsibility
as lawmakers by simply ratifying the
recommendations of an unelected
panel.

From the 17th DIstrict of Illinois, I
am responsible for representing more
than 65,000 senIor citizens, more than
10,000 Federal workers, and tens of
thousands of farmers and small busi-
ness men.

I take that responsibility seriously
and, therefore, must oppose this well-
meaning measure. We must not rush
to judgment on a proposal which does
not have a strong likelihood of success
and which does not adequately ac-
count for the added hardship for mil-
lions of Americans.
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Mr. ROSTENKOWKSI. Mr. Chair-

man, I yIeld 15 mInutes to the gentle-
man from Indiana (Mr. JACOBS), chair-
man of the Subcommittee on Health.

Mr. JACOBS. Mr. Chairman, I hear
it said that this legislation Is a rush to
judgment. There Is another rush
under way and that Is the trust funds
are rushing toward the cliff.

Before the end of this decade the
medicare trust fund, If nothing Is done
about it, Is going to be In a very, very
deep well of red Ink. I think the reason
for that Is the reason that the same
can be said for the profligacy across
the Potomac River In another depart-
ment of Government where cost-plus
contracts characterize the financial re-
lationship between that department
and its suppliers.

The cost-plus system has character-
ized the medicare program since its in-
ception in 1965. Medicare is a good
idea, it has prevented a lot of unneces-
sary and tragic suffering in this coun-
try, but even a diamond has its flaws.
And in. its concept the medicare pro
gram by providing the cost-plus or re-
imbursement system to the hospita]s
of the country has cost the taxpayers
more than it ought to and before this
decade is out, it will be necessary to
say, "You ain't seen nothing yet."

Here is a proposal by the administra-
tion to change the manner of payment
for medicare services to the providers.
And here is a happy coincidence where
the two political parties, where Con-
gress and the White House, can come
together on a proposal which makes a
lot of commonsense. What is the pro-
posal in essence?

Well, it is somewhat complicated th
some of its detail, but it is quite simple
in its concept. It simply provides that
hereafter the medicare program,. the
U.S. Government through the medi-
care program will compensate hospi-
tals according to a schedule of reason-
able prices for reasonable services. It is
called diagnostically related groups,
and there are quite a few of them. But
each category Is set up to make a rea-
sonable price in advance so that when

a hospital straightens out a broken leg
that will be worth approximately the
same amount of money, no matter
where it is done In one of the nine re-
gions and the other division is between
rural and urban hospitals. In other
words, the effort has been made to
arrive at a fair price in the context of
the economy in which a given hospital
operates.

Now, what does that mean In terms
of just commonsense and ordinary
logic? It means that If you get $50 to
set a broken leg and you can sharpen
your pencil and your costs fall below
$50 that whatever the difference is be-
tween your costs and that $50 is your
prof it on the deal.

If, on the other hand, your costs
exceed $50, you have aiready made the
agreement and you still have to accept
the $50 in full payment as a hospital
and you gargle your loss.

Now at this point the free enterprise
system may have come to your mind.
That is just exactly what we have in
mind.

A cost-plus system means whatever
your costs are your profit is going to
be on top of that. There is no incen-
tive to use a sharper pencil, there is no
incentive to find out whether maybe
you are laundering towe's too many
times, or too many towe's, or you are
hiring too many people, or all the
other things that go into managerial
decisions.

On the other hand, if there is a
fixed price for your service, then you
are in the role of other people in busi-
nesses in this country and you have an
incentive to cut the costs.

Now, we have tried for more than a
decade to cut the costs of the medicare
system through the bureaucracy.
Somebody looking over somebody's
shoulder, somebody second-guessing
the hospital administrator or admlnls-
tratrix as to what that person or what
that hospital ought to be spending.
And you get an army of bureaucrats,
as the word goes, you get confusion,
you get, as I say, bureaucracy looking
over the shoulders of the people who
are charged with the Immediate re-
sponsibifity of doing the job and
trying to figure out without being on
the job what makes sense in terms of
cost.

This really eliminates that problem.
This gives the incentive to the man-
ager in the first place to find out in his
or her own situation what the best
ways are to cut costs.

Now the next question that might
come to mind is: What about the qual-
ity of the service then?

If you have a situation where you
pay $50 to set the broken leg and
there is incentive for the provider to
cut his or her costs as much as possi-
ble, would they not start cutting into
the leg, would they not start cutting
into the service?

Well, there are provisions in this
proposed legislation to look alter the
quality of the service also. As a matter
of fact, there are a great number of
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details. I have already alluded to the
problem of arriving at a fair price. The
originally proposed legislation had es-
sentially one price from coast to coast.
Then it was decided by the Ways and
Means Committee, after a consider-
able amount of testimony, that at
least for the first 4 years of this pro-
gram there ought to be nine regions in
the United States where the costs are
determined, where the price will be de-
termined according to labor costs in
those respective areas, et cetera, other
costs in those respective areas.

It was recognized, too, that there
may be a fundamental distinction be
tween rural and urban hospitals. That
category has been established, too.
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We might hope that at the conclu-

sion of 4 years' time a national fair
price might be arrived at for the medi-
cal service, so that If there are ineff I-
ciencies indigenous to any of the given
regions, those inefficiencies by grada-
tion over the 4-year period of time
might be eliminated; but due consider
ation has been given to the providers
to phase in this commonsense ap-
proach from the taxpayers' point of
view.

That, in essence, is what we offer.
I think it is an idea not only whose

time has come, its time probably came
at the time that we began the medi-
care system, but happily it is an idea
that has converged, that is to say, var
iouS parties to this action, this cre-
ation of legislation, have converged in
the opinion that it ought to be en-
acted. It ought to be the least contro-
versial part about this legislation, and
yet at the same time it could very well
be one of the more salutary elements
of this legislation.

Mr. CONYERS. Mr. Chairman, will
the gentleman yield?

Mr. JACOBS. I yield to the gentle-
man from Michigan.

Mr. CONYERS. Mr. Chairman, I
want to compliment my colleague for
many of the Issues he has raised in his
committee in connection with this leg-
islation.

Has the gentleman unfolded the
saga of Government employees being
folded into the social security system
and does the gentleman still oppose
that provision?

Mr. JACOBS. I think the proper
answer to the gentleman is that it is
not one of the provision of the bill
which animates ne to support it. It is
well know that I opposed it in the
committee. There is a rule that does
not allow an amendment now.

Haveing said that, I believe that
whatever odium I find in that provi
sion is outweighed by a number 01
other provisions which I ththk are nec
essary.

My personal opinion Is, and I wil
continue to hold this opinion and wor
for reform in the future, my persona
opinion is that there are welfare ele
ments to the social security program
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It seems to me it would be hard to
argue otherwise; the special minimum
benefit, for example, returns more
than a poor person over a long period
of time was able to pay in because of
very low wages. The weighted benefit
is another example.

Now, I think it is fair to say that
where there Is public assistance, that
that is a general obligation of the Gov-
ernment, just like the common de-
fense, the police and all the other ele-
inents of governmental obligation.

My personal opinion is that that
part of the social security scenario
ought to be borne by all taxpayers
and, therefore, it would be wise to pay
for that, just as the other welfare ele-
ment of social security administered
by the social security program, SSI, is
paid for by general revenue funds,
which is to say a progressive net
income tax. If you did that, my ôpin-
ion is that automatically, not just new
Federal hires, but all Federal hires
and all State hires, all people in the
United States who have not sUpped
under the rug out of Uncle Sam's cold,
clammy, Jeebers are going to be paying
the Federal income tax and, therefore,
would participate In that burden; but I
urge the gentleman and I urge my col-
leagues to hear what I have just said,
that what is being done in this bill is
not odious enough to me to mean that
the bill ought to go down, because If
this bill goes down, I think the social
security system might well go down
next July.

Mr. CONYERS. Well, I want to
thank the gentleman, because I think
he has waged a conscientious and a
noble struggle to keep some fairness
for Government employees. I suppose
we can tell them that they can believe
that they will be saved harmless. That
is the term that I understand is float-
ing around.

Mr. JACOBS. I will continue to work
for reform in the future, as my class-
mate from—what was it, 1965, has
worked, 1865, whichever it was, has
worked for reform, too, and the
Member in the well is not given to
gush, but the Member in the well will
express his profound respect and ad-
miration for the gentleman from
Michigan.

Mr. CONYE5. I thank the gentle-
man.

Mr. COLEMAN of Texas. Mr. Chair-
man, will the gentleman yield?

Mr. JACOBS. I yield to the gentle-
man from Texas.

(Mr. COLEMAN of Texas asked and
was given permission to revise and
extend his remarks.)
• Mr. COLEMAN of Texas. Mr. Chair-
man, I rise in support of the pending
legislation, H.R. 1900, the Social Secu-
rity Act Amendments and I ask unanl-
mous consent to revise and extend my
remarks.

I would like to compliment the
freshman class and all of my col-
leagues in the House for their dill-
gence and willingness to address the
controversial issue of social security

reform. The broad, bipartisan support
for the fundamental structural re-
forms embodied In H.R. 1900 is a trib-
ute to the leadership of the House and
the Ways and Means Committee. I be-
lieve that this legislation equitably dis-
tributes the burden needed to achieve
a viable solution to the long-term in-
solvency of social security.

By supporting this legislation, we
have prevented the demise of both the
social security and the civil service re-
tfrement systems. It will in no way
merge these two systems but, instead,
it will insure the continued viability of
the two separate systems. Those cur-
rently retired and those now planning
for their retirement in the future can
regain confidence in the retirement
systems promised by the Federal Gov-
ernment. While newly hired civil serv-
ants and existing legislative, executive,
and Judicial branch employees will
begin to contribute to the social secu-
rity system, we have assured them in
this legislation that they will not only
receive adequate social security bene-
fits when they reach retirement, but
they can depend on a supplemental
system in addition to those benefits.
Current Federal employees and retir-
ees can thank the majority of the
Housejor Insuring the continued via-
bility of the civil service retirement
system. There is no question that
without this reassurance, neither
myself nor many of my colleagues
could support this legislation.

Although publicity would lead one
to believe that the civil service retire-
ment system is on the brink of disaster
if thIs legislation is passed, the real
danger is President Reagan's 1984
budget proposal. President Reagan
has recommended such dramatic
changes as placing a ceiling on cost-of-
living adjustments, an employee con-
tribution increase up to 11 percent, a
delay In the cost-of-living adJustmenth
of 12 months, and even reducing the
annuities of early retirees by 5 per-
cent. The budget-cutting burden, re-
gardless of the administration's
claims, is not being shared equally.
The civil service retirement system is
an attractive recruitment and reten-
tion incentive. Once this incentive is
eliminated, nothing will exist to bring
qualified, talented individuals Into our
Federal work force.

Congress ha made a commitment to
the civil servants which can not be
denied. Thousands of Federal workers
have planned their retirements based
on the expectations verified by exist-
ing law. Fortunately, the Federal em-
ployees enjoy the support of the
Democratic mjor1ty in the House of
Representatives. Speaker O'NEILL,
Ways and Means Committee Chair-
man ROSTENKOWSKI, and Civil Service
Committee Chairman Fom have all
made assurances that they will oppose
the Reagan administration's requests.
They will fight for the preservation of
the civil service retirement system and
I will join them in that effort. With
the verbal and written word of the ma-

jority of the House of Representatives,
I can support the Social Security Act
amendments, knowing that they will
not in any way compromise the retire-
ment benefits that the Federal work
force deserves.

Finally, it is of the utmost impor-
tance that the Members of Congress
take care of our Nation's elderly re-
gardless of the retirement pension
that they choose. That is not a task
that I undertake lightly or without
considerable deliberation. I am confi-
dent that with the help of my distin-
guished colleagues, we will make legis-
lative history today and set a prece-
dent for future generations to follow
in providing a future for our Nation's
youth and elderly.s

Mr. CONABLE. Mr. Chairman, I
yield such time as he may consume to
the gentleman from Pennsylvania (Mr.Wuc).

(Mr. WALKER asked and was given
permission to revise and extend his re-
marks.)

Mr. WALKER. Mr. Chairman, it Is
with a great deal of reluctance that I
cast my vote in favor of the committee
bill. Ostensibly intended to put the
sociai security system's finances on
sound financial footing for the rest of
this century and beyond, I am con-
vinced that there Is a good chance we

• will be back here before the end of
this decade dealing with the same set
of problems.

The history of this legislation has
been a shameful display of partisan
politics, in which the real needs of the
elderly were ignored and their fears
manipulated in order to gain political
advantage in the recent elections. Two
years ago, the administration, rec-
ognizing the system's pending finan-
cial difficulties, put forward a frame-
work of recommendations which were
intended to serve as the basis for a
fair, long-term solution to the system's
problems. Unfortunately, congression-
al Democrats, refusing even to concede
that the system had any financial
problems, Immediately seized the Issue
and irresponsibly charged the adininis-
tration with trying to take away the
benefits of the elderly. Nothing could
have been further from the truth. At
the time, the Social Security Subcom-
mittee of the House Ways and Means
Committee was also developing a bi-
partisan plan to save the system. In
order to maximize his political advan-
tage, the Speaker of the House even
called a halt to their efforts, thus kill-
ing any chance of enacting an equita-
ble, long-term structural reform of the
system. While the system's finances
steadily deteriorated during the next 2
years, the Democratic Party conducted
a campaign of terror against our Na-
tion's elderly by Issuing a stream of In-
accurate and distorted charges aimed
at those who were, in reality, trying to
guarantee the system's future without
any reductions in current retirees'
benefits.
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Out of this melee, the President es-

tabllshed the National Commission on
Social Security Reform, whose pur-
pose it was to consider options in a
nonpolitical environment and then
make recommendations to the Con-
gress on how best to shore up the sys.
tern's short-term and long-term finan-
cial future. Even their efforts were
deadlocked for most of last year by
the very dynamics that forced the
Coinnilssion's creation In the first
place. At literally the last minute,
they managed to stitch together a
series of recommendations which even
the Cornnilssion conceded would not
solve the long-term problems, and
which many analysts doubt will even
solve the short-term problems. Now,
with less than 6 weeks to go hefore the
deadline, we are forced to consider the
package In a crisis atmosphere, with-
out even a chance to try and correct
some of the more blatant problems on
the floor of the House.

The choice Is either to accept the
committee's product, or to send the
system Into bankruptcy, a choice pur-
posely scheduled this way by the
Speaker and the Democratic Party
leadershIp

Despite the fact that, In general, the
committee's bill relies too heavily on
ta and revenue Increases to deal with
the problem, there are two aspects of
the proposal that deeply trouble me.
The first is the huge tax increase
being levied on the self-employed, and
the farlnpoDulation In particular. The
other is the taxation of benefith for In-
dividual beneficiaries with Incomes
above $20,000—$32,000 for a recipient
couple.

The committee's bill would raise the
tax on the selfemployed to the full
employer/employee rate—14 percent—
which is In effect a 33-percent tax in-
crease In a sIngle year. That is a direct

tax on labor at a time when we should
be enacting Incentives to Increase
labor. It will fall most heavily on small
businesses, which have historically,
been the prime generator of jobs. In
particular, I am extremely concerned
about the impact that this will have
on the farmers on my district, and the
indirect impact on an already belea-
guered farm economy.

Even though the social security tax
Increases are offset to a certain degree
by refundable income tax credits, at
some point this can only have a nega-
tive impact on the Federal deficit. As
such, the tax will have a negative
impact on employment, thus reducing
the amount of real income flowing
into the trust funds. In addition, it
moves us closer to the establishment
of a guaranteed annual income policy
by putting the Government in support
of a refundable tax-credit. You can be
sure that if there is any effort now or
in the future to reduce or ameliorate
the impact of this tax, I will lend my
support to it.

The second provision that troubles
me is the tax on benefits for individual
recipients with incomes in excess of

$20,000. This is the second highest tax
burden imposed by the compromise.
Although it is intended to recapture
some portion of the benefit that is un-
earned, the real effect will be to penal-
ize those who have saved for their re-
tirement. At a time when we should be
developing incentives to save and en-
courage people to work to supplement
their retirement income, this proposal
throws a huge obstacle in the path of
those who attempt to do so.

There is no auestion but that im-
provements, if allowed, could be made
to the committee's bill. I would be
among the first to try to correct some
of the problems outlined above. But
improvements will not be allowed, and
at this point there is no choice but to
support final passage of the package.

Although there are many reasons to
vote against the bill, the one powerful,
overriding argument for voting in
favor of the package is that we cannot
let the system go bankrupt. We must
act to Insure that there is sufficient
revenue coming in to at least guaran-
tee benefit paymenth for the next few
years. The only alternative is chaos,
and that is obviously unacceptable.

We should learn from the lessons of
the past and begin Immediate consld•
eration of a true reform package, one
that will provide some measure of pay-
roll tax relief while permanently guar-
anteeing future benefit payments
based on earned income.

Mr. CONABLE. Mr. Chairman, I
yield 5 mInutes to the distinguished
gentleman from Texas (Mr. GIuMM).

Mr. GRAMM. Mr. Chairman, I rise
in support of this compromise pack-
age.

I would Uke to address those of my
colleagues here today who have come
to the well and, said that we ought to
work on this package further and that
we should try to work out another
package.

Mr. Chairman, I think we have had
2 years of an effort to work out a
package to deal with the social secu-
rity problem. I remember well 2 years
ago when our President sent to the
Congress a proposal to deal with the
social security crisis that we all agreed
existed. I remember that package hit
here about 2 weeks after we voted on
the budget and I also remember that
many of my colleagues jumped to the
microphone and put the boot to the
first wave of political footballs on the
social security Issue, an issue that
came to be the dominant Issue in the
1982 elections and an Issue which de-
feated many of the people in this body
who were willing to stand up and take
a position that we had a social security
problem and that that problem needed
to be dealt with.

Mr. Chairman, I do not think we are
going to improve our situation by de-
bating this issue any further. After 2
years of making social security the No.
1 political football in the country, the
time has now come to do something
about the problem.

March 9, 1983

I commend the bipartisan commis-
sion for their proposal, though I do
not agree with every element of the
proposal and I do not think it deals
with the long-term problem.

I do not think we are going to adopt
a proposal that I agree with every ele-
ment of, nor do I believe this Congress
is going to adopt one package that Is
going to deal with the social security
problem once and for all.

Second, I commend the members of
the Ways and Means Committee. I
commend our Speaker and the major-
ity leader of the Senate and our Presi-
dent for working out a package that
keeps social security on its feet and
gives us time to come up with a real
solution to the problem.

Mr. Chairman, there are those who
say that we do not do anything here
except r1se taxes. I am willing to
grant that the great burden of dealing
with this problem has been placed
again on the shoulders of those who
seem always to bear the burden for
our failure, the working men and
women of this country; but we do
adopt changes that are important and
changes that are eaultable. We take
the first step here in broadening the
base of the social security tax.

We have heard a lot of people stand
up and talk about asking Federal em-
ployees to pay the social security tax.
Mr. Cha1rinn, I think the time has
come to ask every American to pay
social security taxes. In 1937 when we
were looking at what might be an ac-
tuarially sound system as a supple-
mental income program, it made sense
to exempt' Federal employees from
social security taxes: but when today
the system has clearly lost any actuar-
ial balance, when it represents a tax
and not a retirement program, it
makes no sense to exempt Federal em-
ployees from bearing the burden of
this tax and shouldering that burden
with other Americans.

I am proud of the fact that the Con-
gress has not balled itself out of this
package. I am proud of the fact that
the first Federal employees to pay
social security taxes will be Members
of Congress, so that when Members
come to the well and pound their
breasts and talk about social security
and dealing with the problem, they
can now say, "Let's deal with it by
taking more money out of our pockets,
rather than just out of the pockets of
those working people out there who
pay our bills."

I think the time has come to stop
the bailout whereby people were aban-
doning social security and leaving
those Americans who continue to be
covered with a heavier and heavier
burden on their shoulders. It was im-
perative that we force our public em-
ployees to come under the social secu
rity system and to py the tax along
with others.

It was also imperative that we take
steps to prevent State and local gov-
ernment employees from bailing out
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of the system and by leaving the
burden that they were not sharing on
the backs of workers In the private
sector.

0 1240
Mr. Chairhian there have been criti

cisms about us supping the COLA by 6
months. I have had a lot of people
come and talk to rue about the COLA.
and we all know it is a godsend that I
critical to our retirees.

The CHAIRMAN. The time of the
gentleman from Texas (Mr. Giuxa)
has expired.

Mr. CONABLE. Mr. Chairman, I
yield 2 addItional minutes to the gen
tleman from Texas.

Mr. GRAMM. When we are asking
the working people of this country to
pay $125 billion of additional taxes to
keep the system afloat, it seems only
reasonable to me that we be1n a re-
structuring first by slipping the cost-
of-living increase by 6 months, and fi-
nally, In 1988, changing the provision
to pay the average wage or the CPI,
whichever is lower.

Finally, In the compromise package,
we take a very Important step. Al-
though the dollar volume of savings is
low, it Is a first step toward eliminat-
ing the current tilt In the formula
system that produces the double-
dipper problem by changing the for-
mula to eliminate an unintended wind-
fall benefit to people who draw a dual
payment by paying them back on a
formula basis of 61 percent thstead of
90 percent, so there is a closer llnk 'be-
tween what they pay In and what they
get out.

Finally, Mr. Chairman, this is not
the package that I would have written,
nor do I suspect there is any Member
of Congress here who would have writ-
ten exactly this package, but the
bottom lIne is, this Ls the best package
we are going to have an opportunity to
vote on. If we do not adopt this pack-
age, we are going to have legislative
chaos and we are going to have panic
in the country. We are going to end up
with a quick fix of going directly into
general revenues, and once we let that
genie out of the bottle, we will never
get it back in.

This ts the best package that under
the circumstances, after 2 years of
partisan demagoguery unparalleled on
any issue dining my political life, that
we could put together and I urge that
it be adopted.

Mr. CONABLE. Mr. Chairman,
yield 5 mInutes to a very able member
of the committee, the gentleman from
Ohio (Mr. GaailsoN).

(Mr. GRADISON asked and was
given permission to revise and extend
his remarks.)

Mr. GRADISON. Mr. Chairman, as
a member of the Social Security Sub-
committee, I am delighted that the
day so long in coming has finally ar•
rived for the House to take up the fi-
nancing needs of social security, both
short term and long term. Others will
discuss the specifics of this legislation;

I want to set forth just what this is—
and what it is not. This bill is a consci-
entious, bipartisan attempt through
compromise to meet the anticipated
shortfU of funds during the balance
of this decade and over the next 75
years. It b not the plan I would have
written; indeed, I doubt that any one
of us would have written the bill in
just this way. Many of the provisions
are troublesome if not objectionable.
Saying this Is not to damn the result
but to acknowledge that It is the prod-
uct of compromise, and to acknowl-
edge that unacceptable as parts of this
bill may be, the least acceptable
course would be to reject this measure,
our 'ast best hope of putting to rest
the fears of those who depend on
social security for their personal fi-
nancial security not only today but in
years to come

There are no guarantees that this
package will do the job. If economic
conditions of the past 5 or 6 years con-
tinue with wages lagging far behind
prices, we will have trouble getting
through the decide. But the assump-
tions are plausible; they are not pie-in-
the-sky; they have a good chance of
proving correct.

One warning, though, lest we pat
ourselves on the ba:ck too quickly for
"solving the problems of social secu-
rity" for all time. The medicare por-
tion is in trouble—big trouble. Its long-
term financial needs are not met in
this bill, and responsible groups, such
a CBO, predict depletion of the hospi-
tal insurance trust fund withIn 4 or 5
yeam. In other words, a future Con-
gress will soon have to grapple with a
major social security problem Involv-
ing the same constituency—the elder-
ly—and the same issue: how to develop
a solution balancing higher taxes on
the one hand and benefit adjustments
on the other. This situation Is made
even more serious by the fact that
$12.4 bililon has been borrowed by the
old-age fund from the hospital insur-
ance fund in order to keep retirement
checks flowing, and the chances for re-
paynient before the later years of this
decade are slim.

One final thought. Some have
argued that social security is a com-
pact with the beneuiciades—a promise
to pay the beneifts provided under
present law, whatever the cost may be.
This bill rejects that Interpretation,
Others have argued that social secu.
ity Is a compact with the taxpayers—
a promise to limit benefits to whatever
taxes under present law will pay for.
This bill rejects that interpretation as
well. Social security and the political
consideration of it, then, have reached
a point of maturity which acknowl-
edges the system's central role In our
society; 'ooked at broadly, the changes
In this bill are not revolutionary
changes in social security as we know
it. But the willingness to make
changes in benefits is a statement that
social security s now so large that it
not only s influenced by what hap•
pens to the economy, but it influences
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the economy, requiring adjustments In
social security itself from time to
time—both in taxes and in benefits—
with the best interests of the overall
economy in mind.

I urge my cofleagues to support this
bill. It offers hope to present workers
as well as former workers that social
security will be around when they
need it, and that the Congress—no,
not just the Congress, but the Govern-
ment as a whole—can temper partisan
Instincts when the clear call to focus
on the public interest is heard in our
land.

Mr CONABLE. Mr. Chairman, I
yIeld 5 mInutes to the gentleman from
New Jersey (Mr. Rnix.no).

(Mr. RINAJDO asked and was given
permission to revise and extend his re-
marks.)

Mr. RINALDO. Mr. Chairman, I rise
in opposition to H.R. 1900, and urge
my colleagues to join me in voting It
down.

As the ranking Republican member
of the House Select Committee on
Aging, I have given top priority to
social security because I believe we
must restore the system to financial
soundness, and it is clear we need leg.
islation. We need reform.

But this bill is not the answer. It is a
bad bill. It is an unfair bill, and it does
not address the real needs of the social
security system.

SIx years ago, President Carter ur-
gently asked Congress to approve mas-
sive tax bikes in social security. The
Congress responded, giving hun the
largest peacetime tax hike in history.
When President Carter signed that
bill, he assured all Americans that the
system would be sound for the rest of
thIs century.

Now, we are debating legislation In
another crisis atmosphere. Many con-
stituents have been told that if we do
not have this bill, they will not-receive
their benefits. If we do not have• this
bill, workers who have paid into the
system for years may not get the bene-
fits to which they are entitled. If we
do not have this bill, the system will
go bankrupt.

Mr. Chairman, we are playing cha-
rades with the American people aid
with the social security system, and
that has got to stop.

Whatever legislation we approve will
affect over 150 mIllion Americans, in-
cluding 115 million workers and 36
million social security recipients.

Any legislation that touches so
many lives should be open to debate
and amendment by the Members of
Congress, and it should deal with the
real problems of the system.

This bill falls short of those goals.
The legislation we have before us
today does not allow us to consider
amendments, It is a modified closed
rule. In fact, Congress today has been
handed a package of proposals—some
of which would never even be consid-
ered on their own—and we have been
told, "Take it or leave it."
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The Aging Committee, on which I

have the privilege to serve, has looked
long and hard at social security, and I
am convinced after careful study that
this legislation must be defeated, for
many reasons.

This bill delays the cost-of-living In-
crease for all social security recipi-
enth—mlllions of whom are now under
the poverty level—by 6 months. It Is
clearly a benefit cut. I have heard
from thousands of my constituents op-
posing this provision, and I believe the
Government ought to live up to its
commitments and not approve this
provision.

We are Increasing taxes for all
American workers contributing to the
system under this bill by tremendous
amounts, on top of a tax bill that was
passed last year to Increase Federal
taxes by $99 billion In just 3 years. We
are penalizing self-employed workers
and small businesses by drastically In-
creasing their contributions to social
security.

But that Is only one side of the coin.
While we are asking all these people
to pay more Into the system, the com-
mittee Is asking us to reduce benefits.
Another proposal would have us in•
crease taxes even further.

We are also asking civil servants to
come under social security, yet we
have not even addressed the question
of what kind of pension system will re-
place the one they now have. Conse-
quently,we are asking them to pay an
additional 7 percent in tax to the Fed-
eral Government without even indicat-
ing what the future system will be.

What Is worse, Mr. Chairman, Is
that the American public will be
shocked this summer when they find
out the situation in medicare. Right
now, actuarial estimates show the
medicare system will be over $400 bil-
lion in debt in 1995. Either the medi-
care tax must be raised, the system
must be changed, or some general rev-
enues must be used. Whatever hap-
pens, it Is obvious that remedial legis-
lation will have to be considered and
approved by Congress.

There is a Commission now studying
the medicare problem and they are
due to Issue their report in the middle
of the summer. Clearly, it is possible
for us in Congress to approve remedial
legislation for social security and con-
sider the medicare report in conjunc-
tion with the results of the National
Commission on Social Security
Reform which has just completed its
work. But to stand here today and tell
the American people that if we pass
this bill, the system will be safe, is
simply not true.

This legislation is filled with provi-
sions that I cannot support: A 6-month
delay in the COLA allowance. A tre
mendous tax increase on self-em-
ployed individuals and all working
Americans. A benefit cut for middle-
age Americans, and a long-range tax
increase for aU Americans. Taxation of
social security benefits in clear viola-

tion of the commitment of Congress
that benefits will not be taxed.

Mr. Chairman, I firmly believe there
are better solutions in the long-range
and more responsible policy alterna-
tives in the short-range. This bill
should not be approved. Instead, we
ought to address ourselves to the real
problems of the system. If the retire-
ment age is to be changed, let us be
honest with new workers. Let us tell
them that we will have a "new con•
tract" with them so that they, will
know what to expect when they retire.

As it stands, this legislation does not
address the system's needs and it Is
being considered under a rule that
does not allow Members to offer
amendments to improve.

I Intend to vote against this legisla-
tion, and I urge my colleagues to join
me in defeating it.
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Mr. CONABLE. Mr. Chairman, I

yIeld 7 mInutes to the gentleman from
Missouri (Mr. GEPHARDT).

Mr. OEPHARDT. Mr. Chairman, I
thank the minority side for yielding
this time to me.

Mr. LEVITAS. Mr. Chairman, will
the gentleman yield to me?

Mr. GEPARDT. I yield to the gen-
tleman from Georgia.

(Mr. LEVITAS asked and was given
permission to revise and extend his re
marks.)

Mr. LEVITAS. Mr. Chairman, I rise
in support of H.R. 1900, the bipartisan
social security compromise. I oppose
the closed-rule procedure under which
we are considering this bill, and I
regret that- we did not have a recorded
vote on that rule so that it could have
been defeated to allow us to vote on
many of the separate Issues and alter-
natives that could be considered.

We are told that what we are consid-
ering here today is a social security
"reform" package, but it seems to me
it Is more appropriate to say we are
considering a social security "rescue"
plan. I say "rescue" because the bill
we will vote on today is little more
than a temporary bailout proposal
that is only a first step to solving the
deep-seated, long-term, structural
problems that will continue to plague
our social security system long after
this legislation becomes law.

It Is a real tragedy that the Presi-
dent and Congress are passing up this
opportunity to enact a true reform
package which would make the social
security system once again a fair, af-
fordable, and viable program. At best,
with this plan, we are rescuing the
system from short-term problems, but
we are doing so in a way which is not
as equitable as it could be and in a way
which just postpones the problems.
Tinder this plan, we may be back in 2
to 3 years facing the same questions
and the same concerns about shortS
fails and the same inequities in the
social security system.

It would have made more sense to
face the true problems head on, today,
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instead of putting off until tomorrow
decisions on truly reforming the
system. Why just postpone cost-of-
living adjustments as this bill does,
when what we really need is a change
in the structure of the COLA formulas
and their relationship to the funding
mechanism. Why keep raising payroll
taxes, which are already overly bur-
densome, when what we really need is
to make structural changes in the
system to improve the management of
the funds, and establish some perma-
nent balance between the outflows
and intakes of the system.

Unfortunately, we have no choice
today but to consider and vote upon
the "rescue" package before us. I was
disappointed that the rule for consid-
eration of this bill allows only two
amendments. I believe it would have
been more appropriate to consider this
bill under an open rule which would
have allowed consideration of amendS
ments to make this rescue plan a
reform plan. An open rule would have
allowed Members to record their views
on addressing the long-term problems
of the social security system.

Now we are in the middle of this
debate, with only one alternative
before us. While it is not the best al
ternative, it is the only choice we have
been given. There is no question that
something must be done to address
the Immediate crisis of the social secu-
rity system. This bill will provide some
relief for the system and It will avoid
an Immediate crisis. If a short-term fix
is all we can vote on, then we must
vote on it and I will vote to pass it. But
it Is a shame that we have not been
given the opportunity to consider pro-
posals which could actually solve the
problems of the system, Instead of just
postponing them. Once again, howev-
er, the political courage to bring true
reform proposals before the Congress
is lacking.

I have a sense of deja vu as we
debate this bill today, for I recall slmi-
lar debates in the past on similar plans
to solve the problems of the social se-
curity system. The words of Santaya
na come to mind: "Those who disre-
gard the past are bound to repeat it."
And I anticipate that his words will
prove true once again, as once again
we only consider temporary fixes to
the short-term problems which will
lead us back to this same debate a few
more years down the road.

This problem with social security is
not a new one. In fact, as early as
1975, when I first came to Congress, I
was pointing out the need for congres-
sional attention to the social security
system, and the need for that atten-
tion to be Immediate before we
reached the crisis situation we are In
now. In 1975, I stated on the House
floor:

"It should be a matter of the highest pri-
ority for Congress to begin to do something
about this problem now and not wait until
the crisis Is upon us and emergency meas•
ures and ill-considered reactions are re-
quired.
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In 1976, I again stated:
The warning signals are getting louder

and louder, and we still ignore them at our
peril.

Once again, In 1983, we are settling
for short-term fixes to the social secu-
rity system, and are not solving the
long-term problems that plague the
system. In 1976, I made a statement on
the House floor that easily can be re-
stated today.

The present Social Security program Ia
dying on its feet. and threatens to expire if
prompt and drastic remedies are not sought
and found. But to date, the only response of
the Congress and the administration has
been half measures designed to prop up the
present system, letting it limp along without
ever dealing with the root causes of its dis-
tress

Unfortunately, at that time we
looked only to quick fixes, including
tax increases, and now we again are
looking at the same type of quick fixes
7 years later.

We should learn from our past,
building on previous decisions and cor-
recting those which have proved Incor-
rect. In President Ford's state of the
Union address, he called for an n-
crease in social security taxes, and I
said at the time that these taxes were
"simply more of the same old, costly
but worthless medicine ' aimed at
making what has proven to be an un-
viable system viable; It will not work;
the approach has not worked and if it
continues the system will surely fall
from bankruptcy or a tax•payers'revolt." * "Propping up the pro-
gram so that it may limp along from
year to year, at the expense of the
workers and retirees alike, s dishonest
and foolish."

In 1977, when Congress last passed
social security reform legislation, I de-
nounced the Band•AId and Mercuro-
chrome approach taken then to shore
up the system, and I predicted that we
would continue to face social security
financing problems as long as Con.
gress merely rearranged the furniture
on the deck of the Titanic every few
years. Once again, we are attempting
to prop the system up on crutches
which have already proven too weak to
support it. Here we are again, only this
time the band-aids are bigger—and
still ouchiess. The crutches are being
pulled out of the closet for one more go
around, and the smell of mercuro-
chrome continues to pervade this hal-
lowed Chamber.

I believe we can solve the problems
of social security If we are able to
make the necessary changes, even
those which may be unpopular with
some groups. The problem is too seri-
ous to continue avoiding these deci-
sions. We need long-term solutions,
not more recommendations and Issue-
ducking decisions.

In that 1977 reform legislation,
there was one provision that gave the
American people some hope that a
genuine, fundamental, comprehensive
reform plan would be forthcoming.
That provision, which established an

Independent, nonpartisan National
Commission on Social Security, came
about as a result of legislation that I
introduced.

After a 2•year study, which included
field hearings and close scrutiny of the
system, the panel of experts who made
up the National Commission Issued a
report in March 1981 on how to m.
prove the system. While I did not
agree with all of the Commission's rec.
omniendations, its findings provided
an excellent basis for congressional
action.

Unfortunately, the White House and
the Congress chose not to deal with
the festering social security problem
at that time, and so President Reagan
appointed yet another Commission to
duplicate the functions of the first
nonpartisan National Commission. I
am told that the President's Commis-
sion based its work on the findings of
its predecessor.

The Presidential Commission's
major recommendations are contained
in the social security bill, H.R. 1900,
which we are considering today. This
bill calls for

Accelerating to 1984 the social secu-
rity payroll tax Increase now sched-
uled for 1985, and accelerating to 1988
a portion of the payroll tax increase
now scheduled for 1990.

RaisIng the sell-employment social
security tax rate to make it compara-
ble to the full employer/employee
rate

Extending social security coverage to
all new Federal employees, all current
Members of Congress, the President,
the Vice President, Federal judges,
senior political appointees, and em-
ployees of nonprofit organizations.

Banning withdrawal of State and
local government employees.

Taxing hail of the social security
benef its for retirees with an annual
income of $25,000 (single) and $32,000
(couple filing joint return).

Permitting interfund borrowing.
Raising the payroll tax 0.24 percent

in 2015.
Reducing Initial benefit levels by 5

percent between 2000 and 2008.
Some of the provisions are a start

toward true structura1 reform, and
taken together the provisions will pro-
tect the system for a few years. This
protection is necessary for a few years.
This protection Is necessary and there-
fore the plan should be supported, but
I wish a more equitable approach
could have been considered.

Regrettably, the Commission's pack
age, which is Incorporated hito this
bifi, consists too much of tax Increases.
In fact, tax Increases account for 77
percent of the total package, and the
heaviest tax burdens are carried by
young taxpayers, self-employed small
busjnes men, and those who have dili-
gently saved for their retirement.

I believe that the accelerated payroll
tax increases could have a very detri-
mental effect on our troubled econo-
my. Consumer spending, Personal sav-
ings, arid business Investment will be

reduced as a result of the Commis.
sion's tax proposals. Moreover, these
tax increases will exacerbate our Na.
tion's serious unemployment problem
because increased payroll taxes will in-
crease labor costs. I believe the long-
term tax increases scheduled for the
year 2015 are equally damaging, and I
question how anyone can precisely
predict social security shortfalls in the
21st century when we have so much
difficulty projecting funding require-
ments in the short term.

Furthermore, I do not agree with
the concept of taxing social security
benefits for persons presently receiv-
ing them or for those approaching re-
tirement. That would result in reduc.
Ing benefits which the President and
others have said they would not do.
Even as to future retirees, I have a
problem with taxing benefits because
ft would turn social security Into a
"means tested" prograni which it has
never been. And clearly, it is unfair to
expect those who do the most to save
for their retirement to bear a special
penalty for their efforts, as this bill
proposes to do.

Rather considering primarily
ineffective band•ajd proposals, I be-
lieve the Congress should have been
given the opportunity to consider
other proposais that could bring about
genuine, structural reform in social se-
curity. I believe genuine reform should
Include:

Removing the "welfare type" pro-
grains from the system. The programs
which were not originally part of the
social security system—medicare and
disability Insurance—could be removed
and funded, at least In part, by general
revenues.

Altering the structure of the cost-of-
living adjustments (COLA). The cur-
rent COLA system was established in
1972 to avoid the need for Congress to
legislate anxiual adjustments In bene-
fits to compensate for Inflation. The
proglem, however, is that the estab-
lished automatic increases were based
on rises In the Consumer Price Index
(CPI) while the financing of these ad-
justments was based on wages—that Is,
the payroll tax. In the past decade,
real wages have declined while the
CPI has escalated. We must move to
relate the revenues going into the
system to the benefits flowing out of
the system.

Improving the management and in-
vestment of social security trust funds.

Changing the retirement age. Start-
Ing in about 7 years, the retirement
age could be gradually raIsed over a
period of about 10 years, to age 67 or
more. People are living longer, they
are working longer, and they are
healthier. Many people want to stay
on the job beyond the mandatory re-
tirement age, but they cannot, at the
same time, expect to receive social se-
curity benefits. This action would
reduce the amounts being paid out of
the system and work toward establish.
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Ing a balance between outflows and in-
takes.

This legislation contains one propos-
al that particularly pleases me. I have
always been a strong advocate of
making the system apply to everyone,
and I have introduced legislation in
this Congress and In previous Con-
gresses that would bring about univer-
sal coverage. I believe it Is outrageous
that the system does not now cover
Members of Congress, who make deci-
sions on the system, or even the Com-
missioner of Social Security, who ad-
ministers the system. I am pleased
that this legislation wifi include these
individuals, as well as new Federal
workers and employees of nonprofit
organizations.

Universal coverage is appropriate be-
cause it is fair—not because it would
bail out social security—which it
would not. In fact, over the long run,
it would be a financial washout wIth
the new payers becoming benefit re-
cipients. The point is that there
should not be some elitist group of
people not participating in social secu-
rity while the rest of America does.

I am pleased that this extension of
coverage is being done in such a way
that the civil service retirement
system will be preserved for its present
participants. I know that many Feder-
al employees are worried that bringing
new Government employees under
social security could jeopardize the
self-sufficiency of the existing civil
service retirement system. Actually,
the Federal retirement system is not
currently self-sufficient. In fact, ac-
cording to the Congressional Research
Service, employee contributions ac-
count for only 13 percent of the funds
currently being paid into the system.
Another 25 percent comes from inter-
est, and the balance comes from con-
gressional appropriations. Therefore,
the future solvency of the present civil
service retirement system is dependent
on the commitment of Congress to
keep it funded. I believe that is an ab-
solute commitment which must be
honored.

Congress a]so has such a commit-
ment to make every effort to solve our
social security problems. We cannot
back away from these decisions. As I
said in the 94th Congress, we must get
on with the job that has to, and must,
be done if we are to keep the social se-
curity system solvent, and keep our
unbreakable commitment to the
American people. The best solutions
may have been overlooked In our
hurry to rescue the program in this bi-
partisan compromise. Certain propos-
als should have been considered, and
voted on by the entire Congress. But
political courage was lacking to bring
these difficult choices to the floor.

I hope that this will not happen
again. As I said before, I believe we
may be back in just a few years to con-
sider again measures to save the social
security system. I hope we will be
braver than we were in 1977, and than
we are being today.
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The opportunity to pass a true

reform package has been passed up in
our haste to put together a rescue
plan. But I do believe strongly that we
must do something while there still is
time to save social security. The entire
package that we are voting on here
today is not completely satisfactory to
me, but I am prepared to vote for it
because we have no alternative at this
time. We must take some action.
Therefore, I intend to support this
social security "rescue package."

I suppose that a dirty old plank is
better than no plank at all to the vic-
tiins of a shipwreck. And we must grab
that plank now, and keep the Ameri-
can public from drowning.

Mr. GEPHARDT. Mr. Chairman, I
think we all must remember that this
Is the second time since 1936 that the
Congress has considered and debated a
major reform in the financing of social
security. Some of us were here in 1977
when the same kind of debate went on
and when we felt we had fixed the
problems of social security until way
into the next century. Many of us
were convinced that was the case. Ob-
viously, as we are here today, that was
not the case, and we face again the
business of reordering and restructur-
ing the financing of the social security
system.

In my view, this restructuring is m-
perfect, but it is an Important step in
the right direction. Its creation re-
flects credit on all who have addressed
the problem, ranging from the Presi-
dent's Commission to all of my col-
leagues on the Committee on Ways
and Means. I want to take this oppor-
tunity to commend the chairman of
the subcommittee, the gentleman
from Texas (Mr. PICKLE), for the
work, the perseverance, and the
energy that he has coiitributed In
achieving the consideration of this
most important bill, because without
his leadership, I. doubt that we could
have gotten this far.

In my view, social security is a valua-
ble program that absolutely must be
preserved. It is part of the fabric of
our society. It is a successful program
that is, on a daily basis, doing great
things for Americans. However, it is
not the program and it is not the
fabric of the program that is wrong. I
think, rather, we are the victnns of
honest mistakes that Congress has
made in the past, including in 1977,
and unprecedented economic events,
and the two together have created the
problem we face.

I remember well, as I said, standing
here in 1977 and believing that we
were doing the best we could, that we
were doing the right thing, and that it
would solve the problem. It did not.
We made honest mistakes, we made
wrong assumptions, and the economy
did not work the way we hoped it
would.

So I speak today with humility, not
saying that this is the best solution or
even the final solution. Rather, I say
that social security must be saved and
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this is the best package at hand to do
the job. I honestly believe there is no
other package that can be put togeth-
er this year, and I think this is our last
and best chance to solve the problems
of the system.

It is a good package. It evenly dis-
tributes the pain that is the price we
must pay for reform. It is fair. It con-
tains no Draconian benefit cuts that
will push the elderly over the poverty
line, nor does it protect retirees by hit-
ting workers with excessive tax in-
creases.

It is my belief that this same spirit
of compromise should extend to the
long-term solution. I do not think we
should rely entirely on a single solu-
tion or ask any single group to shoul-
der the entire cost. That is why I sup-
port the approach in the committee
bill that includes a mix of benefit re-
ductions and taxes to solve the long-
term problem. We are asking everyone
here to give a little bit to solve the
problem. We are asking everyone to do
something to address the long-term
and the short-term problems. We are
not asking anyone to give everything;
we are asking everybody to do their
part. The short-term solution is preju-
diced a bit toward taxes, and the long-
term solution is prejudiced toward
benefit reductions.

The point I am trying to make is
that I think it is fair; I think it is rea-
sonable; I think it is a good compro-
mise, and I think it merits the support
of Members on both sides of the aisle.

Let me finish my remarks with just
a few comments about the medicare
reform. I think it is a]so Important to
note that while we are here doing the
second major reform in social security
since 1936, we are also doing the most
major reform since 1965 in the medi-
care system. I stood on this floor in
1979 and argued against the Carter
hospital cost containment bill. I said it
would not work. I said it treated syinp-
toms and not causes, and I said there
were better solutions. I have to admit
to the Members today that I was
wrong because by not enacting some-
thing at that time, I think we missed
an opportunity. I wish that we would
have developed a better alternative
than the Carter bill. I think that is
what we have before us today.

Let us be clear about it. It is a regu-
lation. It is a lot of regulation, but in
my view it is better to have these regu-
lations than the Carter cost contain-
ment effort, because this proposal is
consistent with giving providers of
hospital and health care incentives to
be as efficient as they can be, which is
very different than the Carter cost
containment formula.

I do not know If it is going to work.
It suffers from having the same com
plications the Carter bill did, but 11
any regulation in the health care fielc
can work, I think this is it. It deserve
a try.

Mr. Chairman, I think the medicar
reforms, like the social security pack
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age, merit the support of all Members,
and I am happy to be here to support
both today.

Mr. CONABLE. Mr. Chairman, I
yield 13 mInutes to the distinguished
gentleman from Texas (Mr. ARCHER), a
member of the committee.

(Mr. ARCHER asked and was given
permission to revise and extend his re-
marks.)

Mr. ARCHER. Mr. Chairman, I
thank the ranking minority member
of the committee for yielding th1 time
to me, and I compliment him on the
work that he has done, both a.s a
member of the National Commission,
on which I also served, and In the com-
mittee deilberations.

I must say further that in all In-
stances my views have been given a
fair hearing, both In the subcommittee
headed by the distinguished gentIe
man from Texas (Mr. PICKLE) and In
the fun committee chaired by the gen-
tleman from Illinois (Mr. Ros-
K0WsKI) who 1 think has done an ad-
mirable job in running our committee.

Having said all of that, I must say
that I am in opposition to this pack-
age. Most of the argument in favor of
H.R. 1900 has been on the basis that
politically it Is all we can do. The deci-
sion within the National Commission,
ironed out in a 24-hour period, was p0.
litically dictated and politically moti-
vated. The testimony of our former
colleague, Joe Waggonner, also a
member of the Commission, when he
came before the Ways and Means
Committee, aptly points this out. We
are told that we cannot do better end,
therefore, we must accept this pack-
age.
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That, as I listen, is the only real ar-

gument for voting for it. I have been
around here long enough to know that
massive politicai momentum is seldom
overcome by reason and substance.
Yet H.R. 1900 does not solve the struc-
tural financing and equity problems In
the long term or perhaps even in the
short term. It s yet another Band-Aid
that, If we are lucky, may stick over
the wound for a few short years. I
cannot tell either the young or the old
alike that they can now have confi-
dence in social security as a seLf-con-
tamed, viable system.

Under this bifi, spending from the
fund will continue to accelerate, creat
ing a potential tax burden in the fore-
seeable future equal to 30 percent of
payroll. I do not belleve that future
generations will be either willing or
able to bear that burden.

It might be appropriate at this time
to go over a bit of history. In 1973, I
stood at this exact microphone and
told the House that approval of the
social security bill before it would
result In a one-hall trillion dollar def i-
cit in the social security fund and that
I could not support it. Many of those
who support this bill today then said,
soothingly, "Everything is going to be
OK, you can count on the actuarial

protections, everything is going to be
fine." Many others said, 'BlU, I know
you are right. Thank you for giving us
this information. But, it just s not po
litically possible to vote with you."

Today it is almost deja vu. Many
have come to me already and said,
"Bxu., X know you are right, but poli-
tics will not permit me to vote gathst
this package."

History will show that from 1973 the
deficit actually grew to $4 trillion. I
was a piker when I projected a half
trillion doflar deficit.

In 1977, President Carter signed the
biggest tax bifi In peacetime history,
attempting to close that massive defi-
cit. Then he went on national te1evi.
sion and announced that "social secu-
rity is now secure for 50 years."

I opposed that bill, as I did the 1973
bifi, because it was not a solution, and
I decried the actuarial projections on
which it was based as being overly op-
timistic. It was clear to me then in
1977 that projections showing Infla-
tion falling to 4 percent In 1981 and
staying there for the next 70 years was
not living in the real world.

And so here we are again, only 5
years later, proposing to bail out social
security by a decision motivated by
politics. It Is just as clear to me today
that the actuarial projections which
predict that inflation will drop once
again to 4 percent in 1991 and stay at
4 percent for 65 continuous years
thereafter, that average wage In-
creases will be 5½ percent for 65 con-
tinuous years, and that unemployment
will be 5½ percent for 65 continuous
years, are overly optimistic. That is a
dream world; it Is a utopia. It Is not
the real world.

And yet that is the foundation on
which you have been told today that
this is the ultimate solution to social
security in the long term and in the
short term.

We owe more to the elderly and to
our children and their children. Even
if I stand alone, I will speak out that
we must do better. Our economy will
not always be at the optimum, and If
we err, we should err on the side of
safety.

In the process of not safely solving
the problem, this bifi creates addItIon-
al problems.

No. 1, It undermines the earned
right concept by a massive Infusion of
General Treasury funds in direct and
Indirect transfers, coupled with addi-
tional accommodating revenue losses,
totaling $70 billion.

In addition, access to the Treasury
In time of need Is authorized on a
month-to-month baàis, whenever
needed. It is caned fixed monthly tax
transfers. It Is a gimmick. They say It
Is a new accounting term. But what It
really Is, Is the bi1ity of social secu-
rity to make a short-term loan from
the General Treasury, provided that it
is paid back in 1 month. Since there is
no money in the General Treasury, it
merely means that the Treasury at
the beginning of the month win have
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to Issue more Treasury bills and create
a bigger national debt, driving interest
rates up.

If this bill Is adopted, social security
will henceforth no longer be a self-
contained system.

No. 2, thIs bill ruptures the historic
parity between the tax treatment of
employee and employer. The employee
receives a threetenths of a percent
tax credit In 1984, but the employer
receives a tax Increase of three-tenths
of a percent.

Small businesses will be hard
pressed by this unequal treatment and
the burden involved therein. Every na-
tional study that I have seen shows
that payroll tax Increases cost jobs.
This one could not come at a worse
time—January of 1984.

No. 3, taxation of benefits imposes
for the first time a "means test" for
social security beneficiaries and fur-
ther shatters any vestige of the
earned-right concept. It will also cause
a real reduction in benefits for some.

For example, under this bill the
spouse of a disabled person who works
to try to make ends meet and earns
enough to reach the threshold will ac-
tually cause a reduction in benefits.
Those past the age of retirement who
earn more than the earnings limit
could actually lose more than 100 per-
cent of additional earnings through a
combination of taxes and benefit
losses.

Additionally, the method of taxing
benefits in this bill, is In reality, a tax
on savings. It taxes savings at a higher
rate, because a retired Individual who
has no Income from outside savings is
not taxed at all. The result is simply a
higher incremental tax on savings at a
time when most of this In this body
say we need more savings Incentives in
America, and many of us even believe
that income from savings, which has
already been taxed once, should not be
taxed at all.

In addition, In the taxation of rail-
road retirement benefits under the
language in the bill permits the poten-
tial of the railroad retirement fund re-
ceiving a windfall of over $300 million
at the expense of the social security
fund, which could ill afford to lose
those funds.

No. 4, Increased taxes on the seLf-em-
ployed are massive—In January 1984, a
27-percent Increase at one time. Many
self-employed will undoubtedly join
the ranks of the underground econo.
my to escape this, and those who do
not will in many cases be hard pressed
to maintain their standard of living.

0 1310
No. 5, the so-called stabilizer will not

do il that its proponents claim. Had it
been in effect it would not have pre-
vented our present problems. Only a
30-percent trigger level would have
kept us from having to be here today,
yet the bill only includes a 20-percent
trigger level.
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For what good it would do it should

be Implemented In 1985 instead of
1988. However, in the long term it does
nothing to restrain spending from the
fund. The actuaries do not show it
benefits the fund one single dollar.

No. 6, the windfall benefits to
noncovered employees, sometimes
called double dipping, is not fully
cured because H.R. 1900 embraces
only 50 percent of the remedy suggest-
ed by the National Commission.

No. 7, this bill does not repeal the
earnings limitation, a massive disin-
centive to working beyond retirement
years.

No. 8, there is in reality no "fail-
safe" really In the bill except to come
back to Congress, and that Is exactly
what the Commission's recommenda-
tions hoped to avoid.

No. 9, with the changing economic
conditions of more and more women
working—over 50 percent In the work
force today—we have not made struc-
tural reforms necessary. Only short
shrift has been given to that problem.

In short, this package Is not a
reform package and will not stand the
test of time. In committee I offered a
package that would continue social se-
curity on a basis that meets all of the
above objectives.

There Is a positive answer to these
problems for those who have the cour-
age to embrace it. I am sad to say H.R.
1900 does not.

In 1784 Samuel Adams, speaking on
a major national issue said, and I
quote,

The necessity of the times demands our
utmost circumspection, deliberation, and
fortitude, for we must seriously consider
that millions yet unborn may be miserable
sharers in this event today.

I believe the Impact of social secu-
rity Is our Nation's No. 1 economic
problem in the long term. We can do
better. I believe we must.

Mr. CONABLE. Mr. Chairman, I
yield 1 minute to the gentleman from
Arizona (Mr. RImD).

(Mr. RUDD asked and was given per-
mission to revise and extend his re-
marks.)

Mr. RUDD. Mr. Chairman, 6 years
ago, the 95th Congress passed a social
securIty rescue package that was ad-
vertised as a long-term panacea for a
program headed toward bankruptcy.
That bill, which included major pay-
roll tax increases for the decade of the
1980's, was shortsighted and blatantly
ignored many of the very serious fun-
daniental reasons the social security
program was becoming bankrupt.

It should come as no surprise to any
of us why the 1977 plan failed, and it
should be just as apparent why the
bill before the House today will not do
the job. It relies heavily on this never-
ending pattern of higher taxes, it clev-
erly induces more uses of general rev-
enues, and the bill makes no attempt
to correct some of the underlying
problems that have led this system to
the brink.

While I do oppose the bill, H.R.
1900, as reported from the committee,
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I urge my colleagues to support the
amendment to be offered by Mr.
PICKLE, one of this body's foremost ex-
perts on this subject. Raising the re-
tirement age on a gradual basis, as his
amendment would do, is about the
most reasonable action we can take
today. His proposal would up the re-
tirement age to 67, phasing this
change in over a 22-year period, begin-
ning in the year 2000.

Demographic changes over the last
four decades alone have made a retire-
ment age change essential if we expect
social security to survive for future
generations. In 1940, life expectancy
was about 61 years for a man and 65
for a woman. By the year 2000, men
reaching age 65 may be able to live an-
other 16.4 years while women may live
another 22 years.

Greater longevity is certainly good
news for us, but it Is bad new for a re-
tirement program using outdated
facts. A gradual retirement age in.
crease of only about a month per year,
keeping in place early retirement
benefits at the current age of 62, will
give future retirees plenty of time to
plan for retirement and not affect
those who are near retirement.

Another startling statistic that has
evolved since the inception of social se-
curity is the wage-earner to benefici-
ary ratio. In 1945, we had almost 42
workers for every beneficiary of social
security. Today, because of lower than
expected birth rates and greater lon-
gevity, the ratio Is about 3.3 workers
per beneficiary, and dropping. The
pay-as-you-go financing scheme in
social security leaves our younger gen-
eration with a tremendous burden,
unless we alter the structure of future
benefits in this program.

The proposals contained in the core
bill, H.R. 1900, do not secure the pro-
gram for today's workers, and severaL
of the bill's provisions further dampen
the original purpose of social security
since its enactment in 1935. The pro-
gram's benefits have continually ex-
panded since then.

What started as a supplemental re-
tirement program to help workers
plan for the future, now includes: dis-
abled insurance, a health insurance
program, early retirement benefits, ex-
tension of benefits to survivors and de-
pendents of the original beneficiaries,
and the Indexation of benefits and the
wage base to inflation. To top this off,
in 1972, when Congress first author-
Ized annualized COLA's, a 20-percent
benefit increase was included by a
change in actuarial assumptions.

These demographic and legislative
changes to social security left but a
few alternatives for Congress to keep
the system in balance: Either raise
taxes and the revenue options or
change the computation of benefits.
Needless to say, the tax side has taken
the brunt of this choice. The com-
bined employee/employer payroll tax
has risen from 2 percent in 1937 to
13.4 percent today, and under this bill
that rate wifi climb to almost 16 per-

March .9, 1989
cent in 1990. Maximum taxes from
1970 to 1982 alone have gone up 580
percent for the employee while taxes
for the average wage earner rose 259
percent.

This bill seeks to accelerate, or in
effect raise, payroll taxes again. For
self-employed persons, this bill raises
taxes by 33 percent to equal the com-
bined employer-employee rate, and
allows the self-employed workers to
deduct half of their retirement taxes
for income tax purposes.

How far can we cut into a worker's
paycheck before it no longer becomes
an incentive to work? The loss to the
private economy is enormous in terms
of increased burdens to the employers,
burdens which eventually lead to less
investment, less private saving, less
economic growth, and ultimately, less
jobs.

The legislation also proposes to
begin taxing a retiree's benefits by 50
percent If an individual earns more
than $25,000 in annual income. Pro.
ceeds for this additional tax will be
moved from general revenues to the
social security system. This change
strikes at the heart of the "earned
right" concept of social security, and
in effect penalizes those who have had
the foresight to plan for their retire-
ment.

I am disappointed that the commit
tee did not put a permanent control or
cost-of-living adjustments, which ar
probably the single biggest cause foi
the tremendous growth in benefit
since 1972 when these inflation adjust
ers were instituted. High inflatior
during the 1970's, coupled with lowei
wage earnings grown, left the system'
income well behind benefit growth
Since 1965, wages have increased 169.
percent while social security benefit
rose 209.9 percent because of Indexa
tion.

Delaying this year's COLA may save
$40 billion, but it does not preven
future disparities in automatic benefi
increases from again putting th
system out of balance.

Social security now accounts for 21
percent of our Nation's total Federa
budget. It affects nearly every singli
American with 116 rntllion citizen
paying into the system and some 3
million receiving retirement benefits
With so much at stake tn this pro
gram, we need to make decision
which not only reflect sound economi
judgment, but which allow our presen
and future retirees the chance for
secure program to count on. We mu
not rely on this bill's mixed bag o
short-term remedies if we expect to rt
alistically meet this dual commitmen
to our young peop]e and present retii
ees. This legislation does not reform
program that is p'agued by past legi
lative mistakes and political compr
mises.

What this bill does do is postpor
the inevitable reckoning day for ot
Nation's social securfty and budgt
deficit problems by hiking taxes ar
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utilizing general revenues to shift the
problem to our already overspent Fed-
eral budget revenue. These changes
will not help social security over the
long run, and they can only hurt our
economy in the short run.

I urge my colleagues to vote against
this package and make the changes
necessary to right the fundamentaj
wrongs that have turned a good pro-
gram into what might become a bank-
rupt one.

Mr. CONABLE. Mr. Chairman, I
yield such time as he may consume to
the gentleman from Texas (Mr. PAUL).

(Mr. PAUL asked and was given per-
mission to revise and extend his re-
marks.)

Mr. PAUL Mr. Chairman, The bill
before us today does not represent a
real solution to the social security
crisis; It is more of the same tempo-
rary solutions we have come to live
with here In Congress. Someday we
will have to face up to reality and
offer real reform to the American
people.

For nearly 50 years now, the eco-
nomic realities of the social security
system have been burled under politi-
cal expedience. Complete trust and un-
questioned compliance by the people is
finally giving way to skepticism and
frustration In the Government's abili-
ty to correct the problems beyond a
simple repair job.

In August 1935, Congress passed the
Social Security Act. Its Intent was to
supplement, not replace, private re-
tirement savings and insurance plans.
The system was to pay for itself and
be actuarially sound through volun-
tary contributions. No money was everto be taken from general revenue.
Throughout the years, the Federal
Government has developed a percep-
tion of the social security systemthat
benefits are something "bought and
paid for" with contributions made
over the years. Excessive increases in
retirement benefits and continued as-
surances from politicians have misled
people into believing that social secu-
rity will take care of a majority of re-
tirement needs.

This deception has enabled Congress
to transform social security from a re-
tirement insurance program benefiting
Its contributors to a social welfare pro-
gram benefiting politicians.

The American people want and de-
serve to know the truth about social
security. We must confront the prob-
lems with courage and inform the
American people that politically, eco-
nomically, and morally, social security
is a failed social experiment.
THE POLITICAL CASE AGAINST SOCIAL SECURITY
Social security, like all government

programs, has one inescapable ingredi-
eat—politics. The system's operation
on a political basis rather than on an
economic basis has greatly contributed
to the problems it now faces.

The demise of social security began
in 1939; only 4 years after its incep-
tion. Congress could no longer hold
back Its urge to raid the trust funds.

Dollars first collected through a com-
pulsory tax system were then confis-
cated by Congress to promote social
goals. Therefore, by assuming that
current taxes could pay current bene-
fits, Congress felt free to reach deep
down into social security assets set
aside for retirement and spend gener-
ously. Amendments to the 1935 Social
Security Act accelerated and increased
scheduled benefits, Unearned benefits
were added for dependents of retired
workers and for survivors of deceased
workers,

The 1950's and 1960's evidenced a
dramatic drain on social security's
assets to pay for new welfare features
and to expand existing benefits. In
1956, Congress established the disabil-
ity insurance program. In 1965,
amendments to the Social Security
Act added the health Insurance pro-
gram, better known as medicare.

Total trust fund assets in relation to
annual expenditures have deteriorated
dramatically In the past 30 years. In
1950, the old age and survivors Insur-
ance trust fund had 1,343 percent on 1
year's benefits and In 1972, the old-age
trust fund had less than 100 percent of
1 year's benefits. Today, In 1983, the
trust fund is empty.

While politicians reap the political
rewards of handing out free welfare
benef Its, many politically powerful
special interest groups outside of Con-
gress have used the social security pro-
grain to promote their own social goals
or principles irrelevant to the retire-
ment insurance goals of the programs
contributors. These groups, whose an-
nounced goals are laudable, have en-
couraged Congress to raid the trust
funds and pass out free benefits. Ap-
propriating funds tllrough social secu-
rity has been much easier than going
through time consuming political
debate and setting up new welfare pro-
grams that the public may not want to
support.

We have now reached the point at
which fulfilling the commitment Is no
longer possible without confiscating
greater amounts of money from the
people. Politicians have been overly
generous with social security tax dol-
lars. Our FICA payments are no
longer contributions to a fully funded
retirement program, but are taxes ma-
nipulated to fulfill political and social
goals. As long as Congress has the pur-
pose of continuing its control over our
retirenient, it is inevitable that no so-
lution proposing to bail-out social se-
curity will be void of political aim.
THE ECONOMIC CASE AGAINST SOCIAL SECuiurv

Every American President since
FDR has assured the American people
that the social security system Is fun-
damentally sound. They were all cor-
rect if they meant sound as the dollar.

Social security is bankrupt. There is
no money left. There was not even
enough money in the largest trust
fund—old-age and survivors insur-
ance—to fulfill commitments in the
latter part of 1982, The old-age insur-
ance trust fund must give the disabil-
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ity Insurance trust fund an I 0 U
worth between $7 billion and $11 bil-
lion just to Insure benefit payments
through 1983. Also, the National Advi-
sory Committee on Social Security
Reform estimated that $150 to $250
billion will be needed to keep the
social security system solvent through
1990. Three weeks later, we learned
that this amount is not enough—the
projected deficit is even larger.

The long-term projections for social
security are just as bleak and must not
be ignored. Tax increases scheduled
under present law will not be adequate
to provide all future benefits prom-
ised. Social security's unfunded liabili-
ty—the amount by which planned
benefits to current participants ex-
ceeds planned receipts—is $6 trillion
over the next 75 years. This hidden li-
ability is equivalent to $43,000 for
every adult now between the ages of
20 and 65. In terms of total Govern-
ment obligations, this must be added
to our national debt of over $1 trillion.
This actuarial deficit under our pres-
ent social security program implies the
need for tax increases far above those
already scheduled.

What has happened to this, the sup-
posedly greatest social welfare experi-
ment ever undertaken In the world?
Why, after nearly 50 years has the
program suddenly run out of money?

One maIn reason lies not In the fact
that the social security program has
finally moved from a startup phase to
a mature phase, but because politi-
cians have stolen the money from the
trust funds to pay for politically attrac-
tive programs and benefits. Benefit
payments should be coming out of
well-stocked trust funds—if It were a
true Insurance program. Today, the
trust funds are nearly empty. History
can prove that as FICA payroll taxes
were dramatically Increasing, the
money In the trust funds decreased
precipitously. In 1940, the old age and
survivors trust fund had 3,276 percent
of 1 year's expenditures. Thirty years
later, in 1970, the trust fund had 115
percent of 1 year's expenditures. By
1982, the trust fund had close to 0 per-
cent of 1 year's expenditures. Thus,
the retirement portion of social secu-
rity became a system totally reliant on
a pay-as-you-scheme. The other two
trust funds, disability insurance and
hospital Insurance will soon be Joining
old age and survivors insurance on
bankruptcy row. If Congress extends
the interfund borrowing authority,
the combined funds will be bankrupt
sometime during 1984. If interfund
borrowing is not extended, d1sabIlty
insurance will be bankrupt sometime
in 1983 and hospital insurance (medi-
care) will be in serious trouble during
the 1990's.

This country Is now faced with a
very serious problem that cannot be
solved by simply raising taxes on our
already overburdened taxpayers, by
implementing token reductions in
benefits to retirees and welfare recipi-
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ents, or by compelling even more citi-
zens to take part In social security.

The fInancial problems of social se-
curity have come not only from mis-
management within the social security
system and Congress insatiable desire
to hand out free benefits, but also
from Government manipulation of our
national economy and monetary
system with irredeemable paper
money.

The facts about social security have
been kept from the American people
long enough. The millions of workers
who have been forced to pay social se-
curity's bills are not only demanding
answers, but deserve to know the hard
economic facts about this compulsory
system. We in Congress have a cozipel-
ling obligation to fulfill this demand.
Unfortunately, there are too many
people in and out of Congress who do
not take this obligation seriously.

As is the case with most Govern-
ment programs, financial problems
that develop are blamed on everything
except the Government itself. The
causes of social security's difficulties,
however, rest precisely on the Govern-
ment's shoulders. The problems feed
on themselves causing ever greater
economic hardships for our elderly.
The economic deficiencies of the pres-
ent makeup of social security are well
documented in the fact that it has
taken the Government less than 50
years to change the system from a re-
tirement Insurance program into a
current taxes pay current benefits
system, emptying the reserves in the
largest of the three trust funds, and
threatening to empty the other two.
Yet, it Is maintained that social secu-
rity does not need trust funds because,
unlike a private insurance company,
the Government can force future
workers to contribute whatever is
needed to meet all benefit obligations.
But this country is stifi a democracy,
and this power to tax to meet social se-
curity obligations hinges on the ability
and the willingness of the American
people to do so.

Any private insurance company
found financing its program with cur-
rent premiums paid by the people
would find its board of directors in jail
and the company filing for bankrupt-
cy.

The prevailing attitude in Washthg-
ton toward solving social security's
problems continues to center around
increasing the Government's role in
controlling what clearly should be a
private affair. Solutions calling for less
Government control are quickly
shrugged off as being a threat to pres-
ent or future retirees. Anyone espous-
ing the idea of making social security
voluntary—not to mention phasing the
program out altogether—is labeled an
enemy of social security and our elder-
ly. The real enemies of our present
and future elderly, however, are those
who continue to call this pay-as-you-go
scheme security.

Social security has been exploited by
Congress to the extent that millions of
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Americans have now become financial-
ly dependent upon the Government
for retirement income and economic
security. Many' people believe that
they have a legally enforceable con-
tract with the Government entitling
them to future benefits. The truth is,
Congress had no obligation to guaran-
tee this form of economic dependence
it has created. The Supreme Court has
ruled that there is not legal, enforce
able contract between the U.S. Gov-
ernment and the citizens concerning
social security benefits. Social security
benefits can be changed or terminated
at any time by Congress, and the Gov-
ernment's right to confiscate individu-
al social security benefits has been
upheld in the courts (Fleming v.
Nestor, 80 5. Ct. 1367 (1960)).

The greatest hypocrisy that Con-
gress is committing against the Ameri
can people is that social security con-
tributions paid by the employee and
the employer are accumulated with in-
terest in a special account with the
employees name on it. The Govern-
ment stopped doing this in 1939. In-
stead, the taxes barely have time to
reach the books of account at the
Social Security Administration before
they are sent as earned benefits to 36
million people every month. Because
of this substitution from an insurance
annuity program, the length of time it
•takes a retired individual to recover
FICA taxes is very short. Studies done
by the Congressional Research Service
of the Library of Congress shows that
a minimum wage earner will recover
his social security taxes paid in 13
months. The average wage earner will
collect in benefits what he has paid, in
17 months. The maximum wage earner
wifi receive contributions in 22
months. On the surface this type of
arrangement is a good deal for our el-
derly. Receiving more in benefits than
paid in taxes appears as though the
Government is doing a good job of in-
vesting. This seemingly wonderful ar-
rangement is typical of the startup
phase which social security has been
operating under for the past 50 years.
The startup phase allows recipients to
receive greater benefits from the Gov-
ernment than could have been earned
if the money had been invested in the
marketplace. But now, the system is
entering the mature or pay-as-you-go
phase. The trust funds are near
empty, and the cry for increased taxes
and reduced benefits are echoing in
the Halls of Congress to save the
system. The truth of the matter Is,
social security benefits and services re-
ceived for the rest of one's retirement
years are not paid-for benefits, but
rather free windfall Government as-
sistance. While free windfall Govern-
ment benefits are an economic gain
for the 36 million Americans receiving
such aid, they represent an economic
loss for the 116 million Americans who
are forced to provide these benefits
through compulsory payroll taxes.
This economic loss will become even
greater as payroll taxes are raised to.
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adequately meet the expected demand
in benefits and services.

As long as money remained in the
trust funds—beyond that needed for
retirement benefits—promises for new
and increased welfare benefits kept
growing. Benefit increases have been
regarded as necessary corrective meas-
ures to keep the social security system
from accumulating a heavy surplus.
Now we have reached the point where
even current taxes cannot meet cur-
rent benefits. Congress overextended
obligations have finally caught up
with its somewhat limited ability to
pay for them.

Many of the economic problems of
social security lie in the deep-seated
contradictions between the welfare as-
pects and the retirement insurance as
pects of the system. The welfare a-
pects of social security—that is, aid for
dependent children, supplemental se
curity income, disability, and drug ad-
diction and alcoholic provisions—have
been expanded at the expense of the
retirement insurance aspects. Social
security has been and continues to be
understood by a majority of Amen-
cans as an insurance program set up
for their retirement. Because this con-
tradiction is being ignored by politi-
cians and the press, the reform pro-
posals will only exacerbate the prob-
leins within social security, not solve
them.

The solutions being proposed by the
National Commission on Social Secu-
rity Reform are nothing more than
quick fixes that will not pull social se-
curity out of its deep financial trou-
bles. The main thrust of the proposals
Is quite clear—to continue coercing
and deceiving the American people
into paying still higher taxes and en-
couraging a belief that the system is
fundamentally sound.

Some of the proposed solutions in-
clude:

First, raising payroll taxes;
Second, reducing benefits and slow-

ing cost-of-living adjustments;
Third, taxing social security bene-

fits;
Fourth, raising the retirement age;
Fifth, compelling all employees to

participate in social security, including
local. State. and Federal Government
employees; and

Sixth, subsidize the social security
trust funds with general revenue.

As if the American taxpayers are not
already overburdened with taxes, the
Social Security Reform Commission
wants to increase the contributions
made to social security. The American
people are so well acquainted with
social security tax increases that for
approximately 50 percent of all Ameri-
can workers, their social security tax is
greater than their Federal income tax.
The original combined employee/em-
ployer scia1 security tax rate was 2
percent assessed against the first
$3OOO of income. This rate remained
n effect until 1950 when the rate was
increased to 3 percent. Today, the
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combined rate is 13.4 percent assessed
against the first $35,000 of income.
The maximum yearly tax has In-
creased from $60 over the fIrst 13
years of social security to $288 in 1960,
and now to $4,690 in 1983. A'ready
scheduled under a previously passed
law, the combüied employee/employer
FICA tax is to increase to 15.30 per-
cent of gross income in 1990 with, of
course, the maximum txab1e ineom
increasing each year. But now Con
gress wants to advance this schedu1ec1
tax mcreae as early as January 1,
1984. This is just the beginning. The
Social Security Board of Trustees 1982
Annual Report Indicates that by the
year 2030. the tax rate for the o1dage
and survivors Insurance, disability in
surance, and hospital Insurance pro-
grams will have to approach 33 per-
cent of gross income. The economic
consequences of this proposal—to
speed up the scheduled payroll tax
rate—are being totally ignored to satis-
fy short-term political and economic
goals.

Because the Government helps itself
to social security taxes and quickly re-
distributes them, there is no benefit to
the economy. Social security taxes
cannot add to capital Investment
which is needed to help our deteriorat-
ing economy by financing homes,
automobiles, businesses, and new fac-
tories. Raising social security payroll
taxes will only benefit the politicians
who want to continue to hide the
truth. The Americth worker and the
economy will continue to suffer with
high unemployment and low capitall
investment.

Reducing benefits and slowing cost-
of-living adjustments (COLA's) are ad-
mirable beginnings to solving the fi-
nancial problems. There is no need for
millions of Americans to demand auto.
matic increases In their benefits espe-
cially when benefit increases rise
faster then wage Increases.

Taxing social security benefits is an.
other ill-conceived proposal toward
helping solve the flnanciai problems of
social security. AutomaticUy Increas-
ing benefits every year and then turn-
ing around and taxing them is contra.
dictory. This scheme will only add to
our already confusing tax system, and
will cause an Increase in the adminis-
trative expenses of the Social Security
Administration.

Another dangerous proposal to bring
solvency to the social security system
utilizes an increase in Government
power to compel State and Federal
employees to participate in social secu-
rity. The debate should be focusing on
releasing those under the Govern-
ment's coercive umbrella, not forcing
Government employees and charitable
organizations to participate. Many
argue that the social security program
today is inequitable because all work-
ers are not included. This type of atti-
tude exemplifies the nature of a totall-
tarian society. Everyone must conform
to absolute control by the state. A
social security program therefore must

be compulsory for everyone un ordir to
facilitate fairness and impartiallty as
defined by the state. By contrast, hi a
free society such as ours0 where free-
dom of choice is bellevedi t be a right
that cannot be taken away by the
state, as social security program us in-
equtab1e not because all workers are
not included, but because it Li corn-
gusory for nearly everyone, It is
therefore imperatIve that our sccial
welfare experiment—soc security—
become voluntary in the iandi of the
free marketplace.

Another alternative to 3oving social
security's financial di1ernni Ls to
resort to transferring funds from Gen-
era Treasury revenues. This is the
easy way out of the crisis since politi-
cians do not have to answeir directly to
anyone. However, the country was
over $150 billion In the red In 1982
alone. The Government's checking ac-
count Is empty and we all know that
one cannot pay bills from an empty
checking account—un1e you have a
printing press. By running to its print-
ing press and making money out of
thin air, the Government can solve its
financial troubles without Increasing
taxes. Since Congress Is not serious
about cutting spending, it must resort
to deficit financing. This manipulation
of the economy through inflating dol-
lars is, and will continue to be, a prin-
cipal cause of social security's prob-
lems.

Congress, on the one hand, caused
the need for COLA's and increased
welfare benefits, while on the other
hand, skillfully protects the social Se-
curity system by granting automatic
COLA increases and increased bene-
fith. Unless Congress recognizes the
fact that the difficulties within social
security cannot be solved without first
solving the Inflation problems then
once thought long-term soutions to
the problem wifi quickly become only
short-term solutions creating Enother
financial crisis.

High rates of Inflation a'so 1m1t the
role private pensions play un the re-
tirement aspect of our lives. Social Se-
curity automatically keeps up with n-
fiation, through cost-of-living adjust-
ment, while private pension plans do
not. Government finagling of the
economy through a progressive tax
system therefore discourages people
form Investing in private retirement
plans.

All of these proposed soutiIon. for
social security must be recognized for
what they really are—economic gini-
micks for political gain.

THE MORAL CASE AGAINST SOCIAL S!CV1UTY
While economic and polltIca prob-

lems have devastated soclaJi security,
there is one other concern that must
not go unnoticed. Proponents of social
security have long Ignored the moral
lmpllcations associated with a compul-
sory retirement system. The design of
social security emphatically denies the
individual his freedom and hs liberty
to choose what he will do with his
earnings.

If social security was meant to be a
retirement Insurance program—fully
vested and earning Interest—then the
Government could have merely re
quired every person to take out old
age insurance with a private company,
But because the Government thought
It Could do a better job than private
companIes, it ha compelled nearly
every worker in the United States to
contribute to social security. Social se-
curity has become another example of
the State extending its power over the
individual. The Government will not
be satisfied unless it forces every
worker to contribute.

Social security's coercive nature has
weakened our independent spirit. It
has mitigated our belief in individua]i
initiative to provide for our personal
retirement, and has encouraged a de-
pendence on a Government program
based solely on the discretion and be
nevolence of politicians and bureau-
crats. This program of redistribution Is
one of the country's most blatant in.
trusions upon our freedom of choice.
It trespasses on almost every aspect of
our personal lives. The Government
has determined our behavior stand-
ards by ascertaining when we are to
retire, and how much we can earn be-
tween the ages of 62 and 70 before
being punished with lower social secu-
rity benefits. These types of policies
clearly overstep the constitutional re-
sponsibilities of the government and
destroy the flexibility needed for us to
manage our own lives as we ee fit.

Social security is not a voluntary
commitment by the people, but rather
a coerced commitment dictated by the
Government. A person cannot choose
to opt out of social security if he
thinks his own money can be put to
better use elsewhere. Heavy legal pen..
alties, including fines and Impnson.
ment are levied against anyone who
does not contribute his share to social
security.

Social security's infringement on our
freedom of choice should be consid
ered no less serious than restrictions
on our freedom of speech, press, and
religtpn. We must not let the state
convince us that a little coercion is
good, for It will only encourage the
wedge of state control to enter deeper
Into our liberty,

The use of Government threat and
confiscatory powers must have no
place in our society whose foundation
was built on premises calling for limit-
ed government, sound money, minimal
taxation, and personal liberty as the
tools for economic prosperity.

THE SOLUTION

The solution to the problems of
social security can be relatively easy
and painless If we elimthate the politi-
cal manipulation that has totally dev-
astated the present system.

The social security system must
become a fully funded Insurance pro-
gram supported only by those who
wish to remain in a Government-run
program. Social security must stop
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being a coercive social welfare scheme.
Below Is an outline for solving the
social security dilemma.

The most fundamental merit of this
proposal Is that it returns to the
American people the freedom of
choice to plan for their retirement.
Nothing short of this will restore to
the people the freedom they so desper-
ately need and deserve to plan for the
future of their own lives.

First, freedom of choice must be
granted to every American citizen to
voluntarily opt out of the social secu-
rity system.

Second, no new workers are to be
compelled by the Government to join
the social security syGtem.

Third, FICA payroll taxes will cease
to be withheld from people voluntarily
opting out of social security. The em-
ployer FICA tax will also be eliminat-
ed on those employees opting out of
social security.

Fourth, all persons voluntarily
opting out of social security will relin-
quish all elaims to future benefits that
would be provided under social secu-
rity, regardless of the amount contrib-
uted Into the system to date.

Fifth, persons voluntarily opting out
of social security will have their social
security records destroyed by the
Social Security Adminstratlon.

Sixth. Government regulations per-
taining to Individual retirement ac-
counts (IRA's) must be amended so
that a person can put into these ac-
counts at least the same amount previ-
ously withheld as FICA taxes—both
employee and employer share.

All amounts contributed into IRA's
and all Interest earned on IRA's must
be tax free In the form of a deduction
against Federal income tax ilabifity,
and IRA's must be allowed to Invest in
collectables.

Seventh, all decisions pertaining to
the type of IRA and the amount con-
tributed to an IRA shall be the r-
sponsibility of the Individual.

Eighth, the earnings limitation now
Imposed on persons between the ages
of 62 and 70 shall be eliminated. This
will end the present practice of the
Government discouraging older Ameri-
cans to continue contributing their
skills and knowledge in the market-
place.

Ninth, persons currently receiving
benefits are to be notified that the
system is bankrupt and his present
benefit level will become a ceiling.

All future Payments will be financed
on an - annual basis. The amount
needed for funding will be derived
from:

First, savings through the elimina-
tion of foreign expenditures—both
military and economic;

Second, selling government proper-
ty:

Third, proceeds from the minting
and selling of American gold eagle
coins to the public; and

Fourth, payroll contributions from
people remaining voluntarily in the
social security system.
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The system can use general revenue

only to the exterit that its use is offset
by implementing the first three items
above. An increase in the FICA payroll
contributions on those remaining in
the social security system will be nec-
essary to fully fund their retirement—
and all promised related benefits—and
to make up any shortfall realized after
exhausting the aforementioned recom-
mendations for funding bene[ts for
present beneficiaries.

Mr. CONABLE. Mr. Chairman, I
yield 4 minutes to the distinguished
gentleman from Georgia (Mr. JEN-
KINS).

(Mr. JENKINS asked and was given
permission to revise and extend his re-
marks.)

Mr. RICHARDSON. Mr. Chairman,
will the gentleman yield?

Mr. JENKINS. I yield to the gentle-
man from New Mexico.

(Mr. RICHARDSON asked and was
given permission to revise and extend
his remarks.)

Mr. RICHARDSON. Mr. Chairman,
I realize this social security reform
package is built upon a delicate bal-
ance of compromise and concession. I
also realize the Importance of keeping
the social security system solvent.

But, Mr. Chairman, I must express
my grave reservation about one of the
provisions of this bill. I am speaking,
of course, about the provision requir-
ing all new Federal employees to be in-
cluded In the social security system be-
ginning January 1, 1984; I believe this
provision Is unjust and unwise.

If newly hired Federal employees
are brought within the social security
system, I am deeply concerned that
the absence of any new contributions
being paid Into the civil service retire-
ment system could bankrupt that
system in less than 40 years. If that
happens, Mr. Chairman, who will end
up funding the revenues needed to pay
Federal retirement benefits? The
answer is obvious: The taxpayers wilL

The civil service retirement system is
the crown jewel of Federal employ-
ment. The system is viable and sol-
vent. During the past 2 years of Feder-
al budget cuts, job firings and RIP's,
proposed pay freezes, and Increased
health insurance costs, the one thing
Federal employees have been able to
cling to is their assured retirement
program. To endanger that program
now is to strike an unwarranted blow
against our Federal workers.

Mr. Chairman, I am fully aware that
this proposal will pass the House In its
present form. But I want to take this
opportunity on behalf of the Ameri-
can taxpayers and Federal employees
nationwide to warn the House of the
grave problems this bill may create. I
hope and pray that we will not be
faced with the task of forcing taxpay-
ers to shore up a weakened civil serv-
ice retirement program in the coming
decades. But I must say, Mr. Chair-
man, that I doubt this issue will solve
itseLf and disappear into the night.
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Mr. JENKINS. Mr. Chairman,

through the past several decades the
Congress and the various Presidents of
both political parties have been in the
enviable position on being able to vote
for increasing benefits and expanded
coverage under social security.

Unfortunately, the same Congress
and the same Presidents have been re-
luctant and, indeed, they have been
adamant In refusing to increase the
taxes to pay for these Increased bene-
fits that they so freely voted.

As is the case in any benefit pro
gram, there is ultimately a day of
reckoning, At some time benefits must
be paid for by someone.

It takes no political courage to vote
to increase benefits or to expand cov-
erage under social security. It does
take some degree of responsibility to
make the hard vote in preserving a
good retirement system that 36 million
people now depend upon.

If any Member of this House decides
to oppose this measure I respect that
right. But with that opposition, If you
are to be fair with the American
people in opposing this bill, you do
have some degree of responsibifity to
offer the alternative that you support.
If you have an alternative plan, I
would think you have the responsibifi-
ty to. go before the Rules Committee
and ask for a rule that would permit
your plan to be voted upon on this
House floor.

It .is easy to be against a measure
where there are some political liabil-
ities, but there is a degree of responsi-
bility that each of us in this body have
to make the hard vote where that is
necessary.

Sure, you can say this Increases
taxes. Well, what is your alternative to
some Increase or speed up in taxes?

Yes, you may say that this decreases
benefits ultimately. Well, what is your
alternative to that?

Yes, this Includes new Federal em-
ployees and you could oppose the bill
because you say that is unfair. Well,
what is your plan? Do you want to in-
crease the payroll tax today? Do you
want to increase the retirement age
today for those nearing retirement?

The simple facts are unless you are a
purist or unless you are finding some
political reason to oppose the measure,
then I think this package that is
before us today, with whatever defects
It may have, is probably the only
measure that we will have the oppor-
tunity to vote on to preserve social se-
curity.

So I say, Mr. Chairman, there are
many parts of It that I oppose, that I
do not like. There are many parts of it
that I opposed in committee.

There are some things that I wanted
in the bill that I did not get. I am con-
cerned about small business, the self-
employed. I am concerned about a
host of people.

But I say to this body that this Is
the only package that you will get to
vote upon and If you vote against It
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without having offered an alternative,
then you are simply saying, "I would
prefer for the present socici security
system to go bankrupt rather than to
muster up the political courage to vote
for the bill." I urge my colleagues to
support this legislation.

Mr. CONABLE, Mr. Chairman, I
now yield 3 minutes to the gentleman
from Florida (Mr. McCoums).

(Mr. McCOLLQM asked and was
given permission to revise and extend
his remarks.)

Mr. McCOLLUM. Mr. Chairman, we
are at long last facing this most critical
issue of social security free from the
demogoguery and acrimony that pre-
vailed on this subject over the last 2
years. it is long overdue that we final-
ly face the issue foursquare, and it
pleases this Member greatly to see
that occur.

Our senior citizens In this Nation de-
serve better than they have received
in this regard over these last few
months, Their fears have been unduly
Inflamed and we all should be sad-
dened by that fact of unnecessary dis-
turbance.

Our young people, the people of my
generation and younger deserve the
kind of consideration that we are now
giving to this legislation because they
have In essence lost the faith not only
in social security but in a lot of other
aspects of our Government.

There are parts of this reform pack-
age that I strongly dislike. I join with
some of my colleagues who comment-
ed earlier In my dislike of the provi-
sions in this bill that would require
those who have $25,000 and more
income and are retired to report as
part of their taxable Income social e-
curity benefits and have them be in-
cluded as part of income for the pur-
pose of computing income tax liability.

I dislike the part In this bll which
speeds up the social security tax In.
creases which were enacted sometime
back In other Congresses.

I dislike the portion of the bill that
provides for harsh and large self-em-
ployment social security tax Increases
startIng Immediately Instead of
spreading the increases out over some
period of time.

The checklist could go on to detail
preferences on my personal part. But I
believe that this bill Is the bill. It Is a
compromise and I have spoken with
many of my constituents about this
bill and I can tell you today that they
want to see a compromise passed to
gain security for the social security
system.
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They recognize as I do that this is an

imperfect bill and that probably those
who are promoting the bill as long-
term panacea will find that that is not
so and that unfortunately we will be
revisiting it again. They also share
with me a great concern that we adopt
something like—and today It is the
only vehicle—the Pickle amendment,
which would provide for the increas-
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Ing of the retIrement age for the
younger generation rather than the
increasing of taxes which I can assure
you both the young and older genera-
tions of central Florida definitely are
opposed to. It Is with this in mind that
I come to debate very briefly today
the merits of this bill, not happy with
the bill but happy that we are address-
ing it in the kind of climate here and
recognizing that. It will be the only
package to restore solvency to social
security that we will have before us
for consideration with any chance of
passing In the near term and that with
the long-term in mind we have the op.
portunity to adopt the Pickle amend-
ment for a long-term solution.

Mr. CONABLE. Mr. Chairman, I
yield such time as he may consume to
the distinguished gentleman from New
York (Mr. Annsso).

(Mr. ADDABBO asked and was
given permission to revise and extend
his remarks.)

Mr. ADDABBO. Mr. Chairman, I
rise in opposition to this bill and I
urge the Members to reject It and send
It back to the Ways and Means Com-
mittee with the message that the
Members will not be railroaded Into
bad legislation. The faults of this bill
are so many and so complex that I
need not dwell on them greatly. My
colleagues have been discussing them
in great detail and It Is obvious from
the answers we have received from the
committee that there is no one in this
body who is totally certain of the
extent of the harm that we will do
here today by passage of this measure.

We have heard over and over again
that we are In a crisis situation and
that we must pass this bill or the
entire social security system will come
tumbling down. You know and I know
that that is as far from the truth as
we can get. The answer Is very simple.
If we reject this bill today and send it
back to Ways and Means all that the
members of that committee have to do
Is to pass out another bill calling for
full funding of the Social Security Ad-
ministration spending needs by the
simple ratio of one-third wage earner
partIcipation, one-third trust fund
system participation and one-third
funding from the general fund.

I will say this to all of the Members:
If we care enough about these pro-
grams to continue them on, then we
ought to provide the financing for
them and put it In our budget each
and every year, rather than trying to
hide these expenses by paying them
out of a trust fund which was not de-
signed for this. To take a healthy re-
tirement system, such as the civil serv-
ice retirement system, and deliberately
kill it off so that you may use the
money as a prop against deficiencies In
social security income is as unfair as It
Is dumb. We are going to wind up with
huge numbers of new social security
recipients who otherwise would not
have been part of the system and we
are simply leaving It to future genera-
tions to pay for the mess we are creat-

H 983
Ing. Even worse, we are doing this not
for a final solution to this nagging
problem, but for a short-term Infusion
of cash which a few years from now
will run out and leave the problem
still In place. Who do we go after the
next time?

Like all of the Members I have fol-
lowed this question as carefully as pos-
sible because I have spent a lifetime it
seems in this body and I have never
yet failed to support the social secu-
rity system when It needed my vote.

I believe I am acting for the best in-
terests of the social securIty system
and its recipients in opposing this bIll
today. This bill was devised behind
closed doors In cooperation with an ad-
ministration that has not yet shown
any real concern for the elderly, the
poor, and the disadvantaged of this
country, and It Is being ramrodded
through this House as fast as possible
because the sponsors know that If the
Members ever get ,a chance to think
about it, they could not support what
is in this bill.

This bill Is bad for America because
It is the wrong answer to the needs of
the social security system and the
people it serves. It is full of little gim-
micks that no one has had a chance to
talk about because of the overriding
concerns of how we pay for our social
security needs. Has anyone to your
knowledge talked about what It means
to allow the Treasury Department to
credit trust funds at the beginning of
eaeh month for the amount of payroll
taxes estimated to be received during
the month? It Is not a bad boon for
the bankers with whom the funds will
be invested, but we have learned the
hard way in this body not to let Feder-
al agencies deal with financial esti-
mates. Funny things happen when
agencies estimate income and get
credit for it.

We are creating a financial body
count that will be as misleading as
those infamous reports we used to get
from South VIetnam where each
month we won the war but never made
any progress.

ThIs bill quietly notes that the trust-
ees are authorized to offer new reme
dial plans when the trust fund be-
comes unduly small. It is interesting
that a bIll that purports to offer a
final solution to this nagging financIal
problem, would quietly put In place
the apparatus for the next crisis. The
bIll also puts in place, again I have
heard no real discussion about this, a
small bit called interfund borrowing, a
latent can of worms If ever one exist-
ed.

We know, of course, what harm we
are doing with this bill to Federal em-
ployees and Postal Service workers
and to people who work for nonprofit
organizations or States and local gov-
ernments and owners of small busi-
nesses. Is there anyone left, I wonder?
But do we fully realize what else we do
to those who earn the money and pay
the taxes that support our excesses.
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In 1976 at the end of the session the

Ways and Means Committee brought
to the floor under a closed rule a bill
which was said to be the ultimate solu-
tion to the problems of financing
social security. Like this bill today,
that bill in 1976 was pushed through—
ramrodded through—this House be-
cause of the impending crisis.

Failure to pa.ss this bill, we were
told, would result In the luunediate
crumbling of the social security
system. We were urged by the White
House and the House leadership to
pass that bill despite our reservations
with it because any inequities that
might be found within It could be cor-
rected alter the bill was put in place.

It was not until early in the follow-
ing year that Members of the Rouse
realized the extent of their folly. We
had passed a bill that greatly In-
creased payroll taxes across this land
for social security, but we had also not
solved the problem. And so we are
back here today being told once more
that we must act bllndly now with full
faith In the pledge of the White House
and the Ways and Means Committee
that passage of this bill will solve our
problems.

We are told to put aside our reserva-
tions about the harm we do to others
in our haste to solve this problem and
we are told that paage of this bill
which we may not change will solve
the financing problems of the social
security system once and for all.

I was wrorg in 1976 when I support-
ed my White Houe and the House
leadership and voted for that social se-
curity bilL I thought I was acting to
help social security, but all I was doing
was following the blind leading the
blind. I have that sense that the same
thtng Is happening today and it is
something I cannot abide. I urge the
House membership not to accept what
we are offered either.

I said earlier today that I bow to no
person In this body over the last two
decades of servke in my support of the
senior citizens of this country. I be-
lieve that passage of this bill today is a
disservice to them as well as to the
millions of Americans whose personal
retirement systems will be bankrupted
by this bill. Passage of this bill today
will ultimately result in the bankrupt-
cy of the social security system as we
know it and it is my prediction that
the Congress within no more than 5 to
10 yeas will be called upon again to
take still another remedial action to
save the social security system. I
would hope that by refusing to swal-
low this bill whole today, we might
create the atmosphere for taking the
time to find a proper solution to our
financing problems for social security.
I think it is an important enough issue
to devote more than 4 hours of general
debate to a bill that affects all Amen-
cans well frito the next century.

I see no reason why the Members of
this body cannot hiwe the right to
offer amendments they believe are
pertinent to this measure. I refuse to
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accept again the concept that only the
Ways and Means Committee has the
experience and Intelligence to write
this bifi. Indeed. fo1owrng our experl
ences of the past with remedies for the
social security system, we stand a far
better chance of helping our senior
citizens and the other recipients of
social security by rejecUng this bill out
of hand.

Mr. CONABLE. Mr. Chairman, I
yield such time a. he may consume to
the gentleman from Rhode Island
(Mr. ST Gnuw).

(Mr. ST GERMAIN asked and was
given permission to revIse and extend
his remark&)

Mr. ST GERMAIN. I believe that
the social security compromise report-
ed by the Ways and Means Committee
is a generally fair and effective pack-
age, that will solve most of the prob-
lems p'aguIng the social security
system. However, a few elements of
this package should be reconsidered
on the floor, since they cast a pall of
unfairness over the whole compro-
mise.

The first, the harshest, problem
with this package Is the 6-month delay
in cost-of -living adjustments that
would push back the necessary infla-
tion adjustments for our senior citi-
zens to January 1984. We have heard
much about the plunging inflation
rate during the last year but even a 4-
percent Increase In prices means a 4.
percent decrease in purchasing power
for the elderly.

Perhaps a 4-percent pay cut would
not be thiportant to anyone in this
Chamber, but it could be a matter of
life and death to senior citizens who
already eke out a bare existence,
caught between skyrocketing medical
bills, steadily mounting fuel bills, and
rising food prices. One third of our
over-65 population are women who are
living alone. These women must make
do with an average annual Income of
$6,000, and I think we all know that
the bare necessities of life eat up most
of that $6,000. A 4-percent pay cut due
to inflation means $240 less to spend,
and a harsher life for our senior citi-
zen&

Elderly women living alone are not
the only ones who will suffer from this
cut. Nearly one-fourth of all people
over 65 count on social security as
their sole source of income, and a full
65 percent say social security Is their
predominant source of income. These
people will all be badly hurt by a
penny-pinching attempt to squeeze a
few more cents from the least-well-off
citizens In our country.

We are told that these COLA delays
are done to spare those currnUy
working from further increases In
their social security taxes, yet when
we look at the most recent public
opinion polls, the COLA delay is op-
posed by a far, greater percentage of
people aged 18 to 29 than of people
aged 65 and over. Forty-seven percent
of the senior cit1zen oppose this
COLA delay. The elderly, as always,
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stand ready to make necessary sacrifi-
cies to promote our economic health
and the safety of the social security
system. But we should not ask for sac-
ri.fices by the less well off, when the
privileged and healthy can be asked to
bear their fair share.

So, I will oppose the COLA delay in
the compromise, and support the
amendment to be, offered by Congress-
men PEPPER that would insitute an em•
ployer/employee tax rate Increase of
0.53 percent In the year 2010. A tax in•
crease of one•hall of 1 percent, nearly
30 years from now for people still at
their prime earning power, Is much
more fair than an income cut of 4 per-
cent this year for people who depend
upon the little ncorne they get from
social security to survive.

I will also oppose the socalled bend.
poInts shift that would have the effect
of reducing the inIti1 benefit levels
for every worker aged 42 and under,
and will cut the benefits of those
workers 37 years old or younger by at
least 5 percent. While tax rates are In-
creasing for current workers, we would
be taking benefits from them through
the back door, if this shift became law.

A third area of great concern is the
inclusion of new Federal employees In
social security. It is imperative that we
recognize our commitment to current
Federal employees and the soundness
of their retirement system. Members
of this body have been deluged with
calls, letters, and visits from justifi-
ably worried Federal employees. They
want and deserve tangible assurances
that their retirement system will be
preserved. Immediate action must be
taken to address the Issue of the
future of the civil service retirement
system in the event that new Federal
employees are brought into social se-
curity. We must give them more than
promises. We must demonstrate that,
when they are ready to retire, the
funds will be available to provide the
benefits they have been told they
would xece1ve.

I hope to support this social security
package in final passage, but without
reconsideration of the COLA delay
provisions, the bend-point changes,
and the plight of Federal employees,
the pall of unfairness still hangs heav
ily over the compromise.

Mr. CONABLE. Mr. Chafrman, I
yield 2 minutes to the gentleman from
Virginia (Mr. Buiy).

(Mr. BLILEY asked and was given
permission to revise and extend his re-
marks.)

Mr. BLILEY. I thank the gentleman
from New York for yielding.

Mr. Chairman, while I have several
concerns with the legislation now
before the House, my 2 years as a
Member of Congress have shown me
that rarely, If ever, can the necessary
compromises which must be made in
this body satisfy every Member. At the
risk of repeating what evera other
Members have said before me, this Is
not the package I personally would
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have written. To me, it relies too heav-
ily on the mandatory generosity of
working Americans without making
the structural changes necessary to
guarantee the long-term survival of
the social security system.

But I do realize that this is the best
package that will see the light of day
In this Congress, and that we cannot
afford to run the risk of harming
social security, recipients through our
inability to move this legislation.

The package that the Commission
submitted to the House Ways and
Means Committee does not solve all
the system's problems; 1ndeed I be-
lieve that we will find It necessary to
solve other of the system's problems
as they become more evident In the
future. But the package that the Ways
and Means Committee reported to us
Insures that the system will be funded
and kept solvent for those who rely on
It. For 2 years now, our President, the
Congress, and the Social Security Ad-
ministration have told us that the
system could not stay afloat much
longer. I think that we have come to
the point where any further delays
would seriously jeopardize benefits to
the millions of Americans who we, in
Congress, have promised to pay.
Though I did not make those con-
tracts, I nonetheless feel bound by
them.

We may find it necessary later to ad-
dress the long-term funding problems
in a more concrete way; we all should
see that the package before us will ac-
complish the necessary: It will assure
the millions of Americans who receive
benefits that the long 2 years of parti-
san posturing on this Issue are over,
and that their benefits will not be cur-
tailed. We owe them that much, and I
think it is about time we delivered.

Mr. CONABLE. Mr. Chairman, I
yIeld 2 minutes to the gentleman from
Texas (Mr. FxarDs).

(Mi-. FIELDS asked and was given
permission to revise and extend his re-
marks.)

Mr. FIELDS. Mr. Chairman, without
being overly dramatic, we, In this
Chamber, today must recognize that
we begin this historic debate with the
future of the social security system
hanging in the balance.

It Is our responsibility and our duty
to restore the financial health of the
social security system. If we fail to act,
social security will become a broken
contract between the Federal Govern-
ment and the 36 million current social
security recipients, and will become a
relic, a lost dream, for the more than
110 millIon Americans who will be en-
titiled benefits sometime in the future.

While the goals of the social security
system have changed dramatIcally
since 1935, the fact remains that social
security today is the primary retire-
ment system for more than 90 percent
of our population and it is the means
by which the 36 million current recipi-
ents survive.

What Franklin Roosevelt said on
August 14, 1935, is as true today as

when he signed the original Social Se-
curity Act:

We can never Insure 100 percent of the
population against 100 percent of the haz-
ards and vicissitudes of life, but we have
tried to frame a law which will give some
measure of protection to the average citizen
end to his family against the loss of a job
and against poverty-i-idea old age.

Mr. Chairman, we are all aware that
H.R. 1900 is the product of a long and
highly charged public debate. For too
long, social security has been used and
abused by one party or another for po-
litical gain. Social security is not a Re-
publican Issue; it is not a Democratic
issue; it is an American Issue, and I am
pleased we have finally put aside par-
tisan politics, that we have finally
eliminated the demagoguery of the
last campaign and that we have finally
arrived at this bipartisan solution to
insure the survival of the social secu-
rity system.

Mi-. Chairman, I have studied the in-
tricacies of the social security system
carefully and have provided the resi-
dents of the Eighth Congressional Dis-
trict of Texas with various opportuni-
ties to present their views on this criti-
cal Issue. In addition, to more than 100
town meetings, I conducted a total of
four social security hearings in the
Houston area in January of 1982 and
in February of thIs year.

In fact, my congressional district is
the only district in the United States
whose residents had opportunities to
give their suggestions firsthand to Dr.
Robert Myers who, shortly after his
visit, was named Executive Director of
the President's National Commission
on Social Security Reform. As my col-
leagues well know, Bob Myers Is one of
the foremost experts on social security
and in fact, has worked for the social
security system in various capacities
since It's creation in 1935. I believe a
great deal of credit must go to Bob
Myers for the National Commission's
success In reaching a bipartisan agree-
ment to save the social security
system, an agreement whkki served as
the basis of this legislation.

Mr. Chairman, I have made my deci-
sion to support this legislation only
after close scrutiny of its individual
provisions and their effects on each
segment of our population. I am sure
there are many Members, like me, who
personally find some provisions In this
package objectionable, provisions we
would not normally support.

I myself. am particularly troubled at
several provisions including the 6-
month delay on payment of the
annual cost-of-living adjustment, the
increased taxes on self-employed per-
sons, the acceleration of certain pay-
roll taxes, and the taxation of social
security benefits for Individuals or
couples earning more than $25,000/
832.000 a year.

At the same time, I am pleased this
package has incorporated certain
changes I have supported for the last
several years. These changes Include:
Increased tax benefits for those
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Americans who desire to work beyond
age 65, ongoing benefits for disabled
or widowed spouses who remarry, con-
tinued Interfund borrowing, the estab-
lishment of a realistic process to deal
with uncashed social security checks
and the removal of social security In
1988 from the Federal Budget.

In addition I am disappointed that
the package does not eliminate the
earnings limitation on people over the
age of 65. This provision prevents
some of our most productive and expe-
rienced citizens from contributing to
our system and In the workplace.

Unfortunately, we do not have the
luxury to support only our own favor-
ite provisions. We must act now re-
sponsibly on this package of amend-
ments. Even with Its shortcomings,
this legislation will insure that social
security has enough money now and In
the years ahead for the millions of
Americans entitled ta receIve social se-
curity benefits.

Mr. Chairman, at this time, I would
like to briefly say a few words to our
postal workers and other Federal em-
ployees. While I know you honestly
believe the InclusIon of new postal
workers and Federal employees will be
detrimental to your own retirement
system, I want you to know that nei-
ther this Congress, nor any future
Congress, will allow your retirement
system to become Insolvent. 1 belIeve
the Federal Government has made a
contract with you, and r will do every-
thing I can now and In the future to
Insure that your retirement system is
sound and that you will receIve your
due benefits upon your retirement.

Mr. Chairman, let us hope and pray
that by passing this legislation today,
we have, together, saved the social se-
curity system from financial calamity,
and have insured that no retired
American, now and In the future, will
have' to worry about whether he or
she will receive the social security
check he or she Is due.

As Abraham Lincoln once said, 'If
there ever could be a proper time for
mere catch arguments, the time surely
is not now. In times like these, men
should utter nothing for which they
would not willingly be responsible
through time and in eternity."

Mr. Chairman, let us now put aside
our political differences and for the
good of our great Nation and for the
good 'of retired Americans who have
worked their lives to make our country
great vote to approve H.R. 1900, the
Social Security System Amendments
of 1983.

Mr. CONABLE. Mr. Chairman, how
much time remains?

The CHAIRMAN, The gentleman
from New York (Mr. Cowans) ha-s 39
minutes remaining and the gentleman
from Illinois (Mr. RosTsrmoWsxr) has
3? minutes remaining.

Mr. ROSTENKOWS!j. Mr. Chair-
man, I yield 5 minutes to the gentle-
man from California (Mr. MATSU!).

Mr. MATSUI. I thank the chairman.
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11986
First of all I would like to, along

with others who spoke before me,
commend Mr. PICKLE, the chairman of
the Subcommittee on Social Security
for the very fine job he and others
have done to bring this bill to the
floor of the House. In January of this
year, if we would have thought this
bill would reach the floor in the
second week in March, people would
have thought we were crazy.

It is through his leadership that we
have this bill on the floor at this time.

I would like to enter into a colloquy
with the chairman of the committee.
The D.C. employees indicated to me
there is some ambiguity as to Whether
or not they are under social security
under the terms of the committee
report. Would the chairman advise me
whether the D.C. employees will be
covered by social security?

Mr. ROSTENKOWSKL No D.C. em-
ployees are affected by the coverage
provisions of this bill. They are not
considered Federal employees for this
purpose. So the employees of the Dis-
trict are not at all affected.

Mr. MATSUI. I thank the chairman.
Speaking of Federal employees, Mr.
Chairman, I would just like to add one
thlng If the bill had been divided up
so that amendments were to be of-
fered, I would guarantee you that
there would not be a bill passing the
floor of the House of Representatives
this afternoon because you can elimi-
nate Federal employee$, we can elimi-
nate the 6 months' delay in the cost of
living, we could eliminate the increase
in the various taxes that will be liii-
posed, and we could end up without a
bill. Now, let me address the Federal
employee Issue, if I may.

I have a number of Federal employ-
ees in my district, some 20,000, and I
might say that over the last 4 years I
have been one of the staunch support-
ers of Federal employee Issues, prob-
ably close to 100 percent In my voting
record, of those Issues of concern to
them. I would like to set forth some
facts, if I may, that we gathered from
the deliberations of the committee
when we had our hearings.

First of all, with respect to the civil
service retirement system, those 40
different systems within the trust
fund, our actuaries have said there is
$560 billion of unfunded liabilities in
that system. So that system Is flot, at
this time, a sound system, but in fact
it will need an infusion of Federal dol-
lars hi addition to what is being put in
now In the years to come.

In addition to that, with respect to
the supplemental system that will be
set up, I know that many of the Feder-
al employees In my district were un-
aware of the fact that Mr. RosmN-
KOW5KI, Chairman Foiw and the
Speaker, have sent a letter to all
Democratic Members stating that they
will mainfain and protect the integrity
of the current Federal employees re-
t2rement system.
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And when that letter is delivered to

my constituents most of their fears
are alleviated and their concerns that
their system is in fact in jeopardy is
somewhat reduced.

And let me conclude by setting forth
some facts that the committee used in
putting new Federal employees under
social security.

First of all, 50 percent of the Federal
employees that go into the work force
do not—I say do not—receive any civil
service retirement benefits. And those
are usually the lower income employ-
ees. They are the ones who eventually
go into private industry, and they are
the ones who lose the period of time
that they have been in Federal service
and do not accumulate any social secu-
rity credits.

In addition, there is the portability
factor with respect to social security.
If a person is in the Federal retire-
ment system today and he wants to
leave, then he does not accumulate
benefits under the civil service system.

And third, and perhaps most ünpor-
tantly, those Federal employees who
will be under social security will re-
ceive dlsabfflty benefits and death
benefits.

I think the Federal employees, in-
stead of fighting this Issue, which is
really a nonlssue for those Federal em-
ployees frankly who are currently in
the work force since they will not be
covered by social security, they should
be fighting the wage freeze that the
ImInIstration is proposing. They
should be fighting the restructuring of
their retirement system.

So I think the Federal employees
really should begin to divert their at-
tention to the budget Issues which will
be coming up in the next few months.

And in conclusion, Mr. Chairman, I
would only like to say that frankly the
groups that have been most helpful in
this effort have been the senior citizen
groups. I suppose that is partly be-
oause the gentleman from Florida, Mr.
CLAUDE PEPPER, has been their leader
in this effort.

When I went back home and talked
to some of them and I advised them of
the 6-month delay in their cost-of-
living benefits, most of them were cou-
rageous enough to say If all of us sacri-
fice, then they are willing to sacrifice
too.

So I urge that all Members vote for
this bill.

Mr. ROSTENKOWSKL Mr. Chair-
man, I yield such tune as she may con-
sume to the gentlewoman from Mary-
land (Ms. MuwLsKI).

(Ms. MIKUISKI asked and was
given permission to reise and extend
her remarks.)

Ms. MIKULSKL Mr. Chairman, we
are fachig a difficult and important
decision today. Our Nation's retire-
ment system is in trouble and Con-
gress has a responsibility t9 find an
equitable and responsthle solution to
the financial prob1ens facLg the
system

March 9, 1983
I have the utmost respect and regard

for the bipartisan commission that
worked so diligently to make recom
mendations. I also respect the Ways
and Means Committee for their efforts
to adapt these recommendations into
legislation for consideration by the
full House.

I am deeply concerned about partic-
ular aspects of this package and I am
reflecting the concerns I have heard
from my constituents.

First, the delay in the cost-of-living
adjustment will place an unfair and
heavy burden on our Nation's elderly,
especially those at the lower end of
the benefit spectrum.

Second, I think there is a myth
about Federal employees getting some
kind of free ride. I think many people
in this country are unaware of the sig-
nificant contribution Federal employ-
ees have made to this country. They
have been under assault for too long.
It is unforgivable that Federal employ-
ees continue to be the scapegoat for
our Nation's budget problems. They
have made significant contributions to
their retirement system and are now
being asked to sit by passively and
accept a major change in that system
with no guarantee that it will be there
when they need it.

I think this is outrageous. It is
unfair to current employees, and
places an unbearable financial burden
on new employees. We risk losing the
best employees we have, and being
unable to recruit talented newcomers.

Third, I think more serious atten-
tion should have been pMd to the use
of general revenues in specific and lim-
ited circumstances. For instance, there
could be trigger mechanism such as a
certain unemployment level, which
would cause general revenues to kick
In, and then kick back out when the
unemployment level went back down.

Finally, we must continue to be con-
scious of the burden that any more in-
crease in payroll taxes will place on
the sell-employed and on business,
small business in particular.

I am going to vote for this legislation
despite my misgivings for one reason: I
caxinot and will not p1y chicken with
the checks that many of our senior
citizens depend on for their food and
shelter.

Mr. ROSTENKOWSKL Mr. Chair-
man, I yield 4 mInutes to the gentle-
man from Ohio (XvIr. PsE).

(Mr. PEASE asked and was given
p2rmlssion to revise and extend his re-
marks.)

Mr. PEASE. Mr. Chairman, I would
like to begin my comments with com-
mendations for the chairman of our
eomfttee, the gent1eran from Illi
nos (Mr. RosmoWsKI) and for the
charmn of the subcommittee, the
gentleman from Texas (Mr. PIciu.E).

Xt is clear to me what without their
expertise and their dedication and
their olitica1 skill this bill would not
be on the floor today n as good a
shape as 2t s n.

CONGRESSIONAL RECORD — HOUSE



March 9, 1983
I also want to express appreciation

to the members of the National Com-
mission on Social Security for the
thankless task that they took on last
year In trying to construct a response
to the difficult social security income
and pay-out situation. They said when
they were finished that none of them
would have drafted exactly the plan
that they finaily agreed on. And I feel
the same way.

In particular, If I were doing it, I
would want to make sure that new
Federal employees were protected
with their own supplemental Federal
pension system before this provision
takes effect.

On another subject, Mr. Chairman, I
am particularly pleased that the com-
mittee approved an amendment which
I offered in cooperation with the gen-
tleman from Michigan (Mr. ThAxI.sJa)
that makes it clear to the Department
of Labor that any benefits under the
Federal supplemental compensation
portions of the bill are not to be re-
duced by any trade adjustment assist-
ance allowances which Individuals
have received. Unfortunately, the De-
partment of Labor has Interpreted the
intent of Congress to mean that per-
sons who have received ThA benefits
in the past were essentially employed
and consequently qualify for less or
even no extended benefits.

The amendment which we adopted
takes care of that.

The Federal supplemental compen-
sation program itself, due to expire on
March 31, is extended until September
30.. For workers who will have ex-
hausted their benefits before AprIl 1,
the bill allows additional benefits up
to a maximum of 10 weeks in the
States with the highest unemploy-
ment. These so-called reach-back bene-
fits will go a long way. to alleviate the
suffering of long-term unemployed
workers who need it the most.

Mr. Chairman, the Social Security
Amendments of 1983 is a tough but
crucial package that is essential to Im-
prove the health of social security. It
is clear to me now that this bill must
pass today if social security is to be
secure.

I urge the passage of the bill.
Mr. ROSTENK0WSKI. Mr. Chair-

man, I yield 2 minutes to the gentle-
man from Florida (Mr. SMITH).

Mr. SMITH of Florida. Mr. Chair-
man, I rise to support H.R. 1900, but I
do so reluctantly.

When I testified before the Social
Security Subcommittee on February 4,
I asked that it look at what the pro-
posed reform package might do to
those who have retired already or who
are close to retirement. I especially
wanted the subcommittee to consider
the potential Impact of other propos-
als, mostly in the fiscal year 1984
budget, that would affect older Amen-
cans. In particular, I asked that a
social security reform bill be equitable.

Is H.R. 1900 better than the recom-
mendations of the National Commis-
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sion? Yes, some improvements have
been made.

The National Commission's recom-
mendation for the taxation of certain
benefits has been Improved. I told the
subcommittee that initiating even a
limited taxation of benefits would be
asking the people to accept a change
in the rules late in the game, a game
that for many social security recipi-
ents is in the bottom of the ninth
inning. In addition, as a member of
the Social Security Task Force of the
New Members' Caucus, I supported a
change in the so-called notch effect, a
quirk that would have required some
people whose benefits would not be af-
fected by the tax to realize greater
total income than the person just over
the income threshold.

The bill before us is better than the
original compromise from the Nation-
al Commission. First of all, the income
levels above which benefits might be
taxed has been increased—from
$20,000 to $25,000 for a single person
and from $25,000 to $32,000 for cou-
ples. In addition, by applying the tax
to the amount by which income ex-
ceeds the base amount, the notch
effect is eliminated.

Another matter that I raised with
the Social Security Subcommittee was
the cumulative impact of social secu-
rity reform plus decreases In other
programs and/or increases In cost to
the elderly. I believe that the new
prospective payment section could
help reduce medicare costs and the re-
sulting strain on the medicare portion
of the system. More importantly, this
improvement Is being done without
having to increase the copayment for
the individual medicare beneficiary. In
this way, the cumulative Impact on
the social security recipient will not be
as great as it would probably have
been.

It seems, Mr. Chairman, that
enough Members expressed the con-
cerns of their constituents, and the
subcommittee and full committee
heeded them. We were able to obtain
some changes in the basic bill.

Without question, the. COLA delay
will impact many social security recipi-
ents. Yet, the bill does not affect their
basic benefits. On balance, they are
being asked to accept a delay of 6
months in their COLAs for the pres-
ervation of the underlying social secu-
rity program, at a time when the
COLA will be the smallest in years.

I certainly understand the position
being taken by active and retired Fed-
eral workers and their anxiety about
the future of civil service retirement.
We cannot vote separately on the Fed-
eral workers provision of H.E. 1900,
But, I want to state emphatically that
I shall oppose administration efforts
to reduce compensation and benefits
or increase the retirement age for Fed-
eral employees and shall support the
establishment of a civil service retire-
ment benefit for those Federal work-
ers who will be covered under social se-
curity,
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H.R, 1900 is better than the original

recommendations of the National
Commission. The opponents of the bill
have advanced no real alternative, in-
sofar as I have been able to judge, The
final analysis, the bottom line, Mr.
Chairman, is this—if the House re-
fuses to pass H.R. 1900, we may well
jeopardize the entire social security
system in a matter of months. We
cannot permit this to happen.

Social security is more than a pro-
gram to help older Americans in their
retirement years. It has become the
symbol of the commitment of Ameri-
cans to promote the general welfare.
The small sacrifices that each of us,
including Members of Congress, will
be making if this bill Is passed will
help insure that the social contract re-
mains strong, and effective, and the
future for retired Americans and
future retirees remains bright.

I, therefore, intend to support ER,
1900.

Mr. CONABLE. Mr. Chairman, I
yield 2 minutes to the distinguished
chairman of the Republican policy
committee, my friend, the gentleman
from Wyoming (Mr. Cx).

(Mr. CHENEY asked and was given
permission to revise and extend his re-
marksJ

Mr. CHENEY. Mr. Chairman, I rise
today In support of H.R. 1900, a bill
which will take the first steps toward
the goal we all seek—to make social se-
curity secure again.

I rise in support of H.R. 1900 not be-
cause this Is perfect legislation, but be-
cause It will allow us to take the first
steps back from the brink that the ac-
tions of past Congresses have led us to.
If we are to avoid falling over that
brink, and avoid witnessing the social
security system tumble into total fiscal
collapse within the immediate future,
we must take this first faltering step,
and write H.R. 1900 into law.

We faced that prospect of the finan-
cial Insolvency of our Nation's retire-
ment system just months ago, and
were able to avoid it by taking emer-
gency, stopgap measures, that kept
millions of benefit checks written to
this Nation's retirees from being re-
turned from our banks stamped—
"Non-Sufficient Funds."

Mr. Chairman, there Is no tomorrow.
We were able to temporarily postpone
that impendJng crisis a few short
months ago, but in the next few days
and weeks we must face the problems
of social security head on and move to
bring this crisis under control.

Mr. Chairman, I said earlier that
H.R. 1900 is not perfect, but it is the
only bill we have before us, and it is
the only legislation facing us that pro-
vides an avenue through which the
problems of the social security system
as they have developed during the last
47 years can be corrected. Those prob-
lems—including the expansion of the
number of people eligible for social se-
curity benefit payments, expansion of
the types of coverage of the system.
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and the building into the benefits pro-
grams of guaranteed payment in-
creases—have all combined to leave us
facing a certain financial shortfalL of
between $ billion and $200 billion
between 1983 and 1989.

Only by taking the minimal steps
called for ii'i HR. 1900 can we hope to
have a chance of hurd1in that gap.
We must eapand the numbers of work-
ers paying into the social security
system, find a way to slow the guaran-
teed growth of benefits to realistic
levels, control costs in special pro-
grams of the system, broaden the tax
base on which the financial security of
the system depends, and change our
concept of retirement and coverage of
the system.

The basic actions needed are all pro-
vided In H.R. 1900. That final step,
raising the age of retirement 1,0 slow
the growth in the future of the popu-
lation moving into the benefits system,
is provided for by the Pickle amend-
ment In such a way that it will have
no harmful impact on any American
looking forward to starting to receive
benefits before the turn of the cen-
tury, a virtually pain free change, so
to speak. Yet it Is a change that is ab-
solutely mandatory if we are to move
the underlying concept of social secu-
rity out of the philosophies of the
early years of this century.. Then the
end of an American's working years
and life span were both expected by
age 65. It moves us forward to the
present—and the start of the 21st cen-
tury. It recognizes the vast changes
that have taken place in the nature of
American society and life. It prepares
us, the social security system, and all
Americans looking forward to eventual
reth'enient, to a realistic, and secure.
future.

Mr. Chairman, the House Republi-
c policy committee, of which I am
chairman, has considered both H..R.
1900 and the Pickle amendment, and
has supported both In an official
House Republican policy statement, as
follows:

STA'raMErer No. 1, MAaCH 8, 1983
House Republicans are dedicated to pre-

serving and protecting the Social Security
system as the bulwark which protects all
Americans during their retirement years.

It must be noted, however, that past at-
tempts to correct problems In the Social Se.
curity program have been unsuccessful be-
cause they have been "quick-fix" remedies,
and not the long-term, permanent changes
needed to rebuild the system's fundamental
flaws. One of the basic problems Is rooted in
the scope of coverage which has changed
with the passage of time since the origin of
the system. The Pickle Amendment to
gradually raise the age of retirement under
the Social Security system partially address-
es this problem. Therefore, while the bill
before us Is not perfect, the Rouse Republi-
can Policy Committee nevertheless joins
with President Reagan in urging House Re-
publicans to support HR. 1900 wIth the
Fickle Amendment to preserve and protect
Amerlca'a Social Security system.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yield 3 minutes to the gentle-

man from North Dakota (Mr.
DORGAN)
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Mr. DORGAN. Mr. Chairman, I

would like to rise in support of this.
bill.

The social security compromise is
just that, a compromise, bt a reason'
able one and the right thing, in my
opinion. All of us in Congress have
been to meetings In our districts and
we have talked to retired people. I
recall one woman in particular who
was crying as she said to me, 'Please,
Mr. Dorgan, please don't let them cut
my social security check. I get $214 a
month and it is the only money I
have."

We have all talked to folks like that
and the fact is people are frightened
In this country that we are going to
cut basic social security benefits, For
many of them it is the only money
they have to live on.

This bill is a compromise bill that
helps repair the social security system
without cutting basic benefits for
American retired people and that is an
important thing for everyone to ui-
derstand.

More important than that, it is the
right thing to do. Everybody who has
spoken today has said, "Well, there
are parts of this bill that I don't like,
or don't agree with." There are parts
of It that I am not cry about, either;
but It is a compromise and it does
make sense and It Is the right thing to
do and It has good bipartisan support.
I think that is pretty terrific.

There was an old fellow once in his
eighties who was asked by a reporter,
"Well, you have seen a lot of changes
In your life at age 80, haven't you?"

And he said, "Yes, and I have been
against aD of them."

There are a lot of folks that way
who are against everything all the way
along the line.

The easiest thing in the world Is to
be against everything. We know folks
in this Chamber who vote no on every-
thing. It does. not matter what the
merits are, they vote no. It is the
safest and easiest thing in the world to
do; but the fact is that a whole lot of
us In this Chamber on both sides of
the political aisle have a responsibility
and th'at is to make sure that the
social security promise is a promise
this country keeps.

The social security program In my
opinion Is a crowning achievement In
this country. In the 1950's over 30 per-
cent of the elderly In this country
were living at or below the poverty
line. Today that is nearly cut in half.

Social security is a good program. It
is a program worth fighting for. The
solution that we have come up with Is
not perfect, but it is not bad, either. It
Is a solution that gives a promise to
senior citizens that we care about this
program and that we are going to do
the things necessary to make sure this
program is financially sound and sol-
vent throughout our country's future.
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One final point. In this bill, I was

able to attach an mendniut that
takes the social security system out of
the unified Federal budget. I think it
ought to be a separate trust lund once
again as it was prior to 169. It ought
to be made soivent by lt.seif. Let us not
tempt people to use the socal security
systmn to fund other ideas or other
programs here in the U.S. Congress.

Let us once again restore soclil secu-
rity to a separate trust fund status
outside the unified Federal budget.
That is now in this legislation as a
result of an amendment that I pro-
posed in the Ways and Means Commit-
tee and I think it is another rrialk of
distinction for a compromise that I
intend to support.

So I urge other Members of Con-
gress to support this very important
legislation and I congratulate all Mem-
bers on both sides of the aisle for the
work they have done on this issue.

Mr. CONABLE. Mr. Chairman, I
yield 5 minutes to the distinguished
Member from Connecticut (Mrs. JORN-
soN).

(Mrs. JOHNSON asked and was
given permission to revise and extend
her remarks.)

Mrs. JOHNSON. Mr. Chairman, I
rise today in support of H.R. 1900, the
Social Security Act Amendments of
1983.

No one in this Chamber will be unaf-
fected by the actions we will take
today in considering this far-reaching
and comprehensive legislation, de-
signed to save our Nation's most im-
portant proram—the social security
system—from bankruptcy. The deci-
sions we must make today are not easy
for any of us nor the consequences of
those decisions easy for those we rep-
resent to bear, but they are necessary
decisions If this great Nation Is to ful-
fill what I believe Is one of our most
important responsibilities, the respon-
sibility to assure our senior citizens,
our parents and grandparents, our-
selves, and our children, a secure and
dignified retirement.

I commend the President's National
Commission on Social Security
Reform for its comprehensive report,
without whose guidelines and recom-
mendations this debate wouJd have
been Impossible. Were it not for the
foresightedness of President Reagan
in recognizing the enormity of the
problems which threaten a program of
profound importance to the people of
this Nation and his prompt action in
appointing a bipartisan Commission,
there would continue to be doubts as
to whether our democratic form of
government, and the leaders of this
country, had the courage to solve ex-
tremely difficult problems that re-
quire a sharing of burden.

The distinguished gentleman from
New York, Mr. C0WASLE, deserves our
special thanks for his leadership, both
as a member of the Commission, and
on the House Ways and Means Com-
mittee. The dedication and comnilt-
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ment he and Chairman Rosmr-
KOWsKI have displayed are examples
for all of us here today.

I believe we owe it to our constitu-
ents to rationally and clearly explain
why we must act Immediately. Very
simply, the social security OASDI
fund faces shortfalls of between $150
billion and $200 billion over the next 7
years. In addition, Americans are en-
joying the benefits of great advances
in medicine and livmg many years
longer than in decades past. The ratio
of workers supporting retirees is 3 to 1
and is expected to fall to 2 to 1 in the
next decade. Fewer workers means the
collection of fewer dollars in payroll
taxes to. support the growing numbers
of retirees who are enjoying longer
and healthier retirements.

Unfortunately, the many changes
enacted by Congress since 1937, when
payroll taxes were first collected, did
not result in a sound social security
system capable of assuring current
and future retirees the income support
they deserve and we, as a Nation, are
capable of providing. Failure to enact
further reforms means the sociai secu-
rity system will be unable to pay its
bills beyond July of this year.

While the Congress was unable to
come to any agreement on a legislative
package during the last session, the
Commission was able to provide the
kixid of expert and bipartisan forum so
neces$ary to a fair and sound solution
to one of the most difficult problems
to be addressed by the Congress.
While I do not favor all the recom-
mendations of the Commission, I com-
mend the effort to share equitably and
balance the burden of the reforms be-
tween beneficiaries and members of
our Nation's work force.

I want to call attention to one im-
portant feature of the package that
would allow better management of the
social security funds. Legislation
which I have cosponsored Is included
in the bill to provide for a one-time,
retroactive lump-sum payment to the
funds from the general fund, equal to
the amount of past uncashed checks,
and a procedure to credit the trust
fund on a regular basIs with the value
of benefit checks not cashed within 6
months of Issue.

H.R. 1900, for the first time, recog-
nizes specific problems encountered by
women. Although the reforms are
modest, they will go a long way to un-
prove the situation for widowed, dis-
abled, and divorced women. The bill
removes gender-based dlstincUons, and
includes provisions: To continue bene..
f its for a surviving divorced or disabled
spouse who remarries, to Increase
benefits for disabled widows and wid-
owers and for widows whose husbands
died before the widow became eligible
for benefits, and to allow divorced
spouses to draw spouse's benefits at
age 62 whether or not the former
spouse has retired.

In addition, I am pleased H.R. 1900
improved the Commission package by
Increasing the amount of income el-

derly individuals and couples receive
tax-free, and addressed the notch
problem by phasing in the amount of
income to be considered taxable.

Although I have grave reservations
about the proposal to increase the tax
on se1femployed individuals, I believe
the committee improved the bill by
providing self-employed individuals a
tax credit to In part, offset the in-
creased payroll taxes.

I am also pleased the committee
members included n the legislation a
6-month extension of the Federal
emergency jobless benefit program
from April 1, 1983, through September
30, 1983. An important addition is a
voluntary program whereby States
may deduct an amount for health In-
surance from the unemployment bene-
fits otherwise payable to an individual
if he or she so chooses.

Nevertheless, I believe the Congress
should act to provide the absolute as-
surance that all the pension rights of
current workers are protected and
that we stand firmly behind the provi-
sion of all promised benefits and the
enactment of a supplemental pension
plan that, in combination with social
security, will provide new Federal em-
ployees retirement benefits compara-
ble to those of current public employ-
ees. I believe we would be doing our
hardworking civil servants a disservice
were we not to design a plan that,
when combined with social security,
will supply at least as good protection
and benefits as the present retirement
system provides.

Finally, I have strong reservations
with regard to the 6-month delay In
the COLA. It will mean a small, but
significant loss of income to many who
can ill afford it. I would urge the
Social Security Administration to
notify all beneficiaries of their possi-
ble eligibility for SSI and for the pro-
tection from the COLA delay provi-
sion in this package. If the low-income
elderly are protected, as intended, a
portion of the hardship thIs package
Imposes will be alleviated. I ask the
Social Security Administration to pro-
vide the outreach to assure this pro-
tection.

Finally, Mr. Speaker, I would like to
share the views of two of my constitu-
ents about the urgency of the situa-
tion before us. One writes,

As one sociai security beneficiary I know
that unless I am willing to help my Govern.
ment get onto a sound fisca' track, I and
those who come after me may lose not only
all benefits, but could lose the Government.
It Is clear to me that If we all don't work to-
gether, enduring together certain hardships
arid sacrifices to protect the Goveniment
and its integrity, we may indeed lose it:

And in the words of another:
But do something so that my wife and I

can properly plan for the future. We have
both put our money Into the sYstem along
with our employers for the past 40 years,
and we are very concerned about our nvet-
ment.

I believe the action we are taking
today will reassure these ndviduajs
and Indeed all Americans that by en-

acting fair and balanced, though
tough reforms, we have protected
their investment and their future.

Mr. Speaker, I hope my colleagues
will Join me in supporting passage of
H.R. 1900.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yIeld 2 mInutes to the gentle-
man from Callfora (Mr. Roa).

Mr. ROYBAL. Mr. Chairman, two-
thirds of older Americans depend on
social security as their main source of
mcome. It Is virtually the only source
of Income for over 6 million older
Americans. Failure to pass legislation
to address the short-term funding
problems of social security would in
my opinion be an unforgivable abdic-
tion of our responsibilities to all the 36
million retired, disabled, and widowed
beneficiaries.

I do not know of anyone that sup-
ports every component of the short-
term financing proposals. I have
myself reservations about several pro-
vision. Certainly any delay in the
COLA will be a hardship for millions
of social security beneficiaries—a
hardship that we all wish we could
avoid. I also think that we should be
giving more concrete assurance to
current Federal workers that their full
retirement benefits will be protected
and they will be in future legislation. I
am also uncomfortable with the provi-
sions to tax benefits and am disap-
pointed that the tax credits for work-
ers and self-employed persons were
not expanded. But this compromise is
the only thing before us; we do not
have any options to improve the short-
term package. Our choice s an up-or-
down vote, and I will vote to keep the
checks going—as we have promised.
Passing this legislation may be the
best chance we have of keeping our
promises.

Mr. Chairman, although we have no
choice in regard to the short-term pro-
posals, we do have a choice about how
to deal with social security's long-term
funding issues. My committee, the
Selet't Conunittee on Aging, held a
hearing yesterday on the choices
before us.

We heard from calleagues from both
sides of the aisle, we heard from repre-
sentatives of minorities, women, young
people, and older Americans. And
most importantly, we heard from cur-
rent workers who will be affected by
any change beginning at the turn of
the century.

In my opinion, the testimony clearly
demonstrates that the amendment of-
fered by the distinguished gentleman
from Florida (Mr. PEPPER) s the only
vehicle we have before us which can
signal to the American people that we
mean it when we say we do not want
to cut benefits. Our only aiternatives
are to accept the committee bill which
reduces future benefit rates by more
than 5 percent, or an amendment by
the gentleman from Texas which cuts
benefits by raising the age for full re-
tirement, Only Mr. alterna-
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tive preserves Iniportant benefit guar-
antees of current law which the other
alternatives violate. Only Mr. PEPPER'S
alternative allows UB to say we have
kept our promises to current workers.

Mr. Chairman, the personai histories
of two of our witnesses, Mrs. Maxine
Witherspoon and Mr. Joseph Kendall,
should give any Member reason
enough to vote for the Pepper alterna-
tive.

At age 45, Mrs. Witherpoon has
spent the last 18 years as a seamstress
and a member of the International
Ladies Garment Workers Union
(ILGWU). She will reach age 62 in the
year 2000 and, under the Pickle
amendMent, will be one of the first
persons to have to choose betweet fur-
ther reduced benefits or a delay in re-
tirement. Mrs. Witherspoon, in her
own words, Is "scared and angry about
this talk of changing social security."
She said that she and her fellow work-
ers would "lose confidence üi our Gov-
ernnient if we are forced to wait
1oger to retfre. What's to say that
when we get to be 50 or 6O that they
won't make us wait until age 70."

Mr. Kendall. a former shipyard
rigger, was forced—after two oper-
ations on his back and shoulder—out
of his job In 1WT9. He was denied social
security disability benefits even
though the Department Of Labor con-
siders him to be 100 percent disabled.
In hs own wo, Mr. Kendall, said:

At age 1 I am ituck. I am d1ab1ed and
cannot work atmy previous occupation,, but
I do not quallfy for disahilitg benefits, my
disability also prevents employers from
hiring me for a different occupation.

Mr. Kendali reports his situation Is
nt un1que among shipyard workers
steelworkers,, and other industrial la-
borers. In fact, he reports, and my
staff verified, that social security stud-
ies show that 80 percent of denied dis-
ability applicants never again find
gainful work. Based on these figures,
in 19&1. aIone 662,000 of 840,000
denied disability benefits will have no
choice but to wait to age 62 to get re-
duced retirement benefits. Both the
committee bifi and the Pickle aniend-
ment would further reduce or delay
these early retirement benefits. As Mr.
Kendafl says:

We are doing the wrong kind of tampering
with an aireadi inadequate system.

I believe these witnesses dspeI the
widely held myth that America's
future elderly will be so well off that
they easily could tolerate postpone-
ment of retirement or a reduction in
social security benefits. tt s!mply is
not true. Even the supporters of the
proposal to raise the retirment age
want to require a study to determine
its impact. But we all know what the
study will show—lower income work-
ers, laborers, women, and minorities
wifi be disproportinateiy disadvan-
taged by any reduction fn benefits.

Social security Is a social contract
between this Government and the
American people signed in 1935 to
insure "against poverty-ridden old
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age." This contract has endured
through the cash contribution of em-
ployers and employees and the conf i-
dence the American people have In
their Govemment to protect them in
their retirement.

Ordy Mr. Ppp's amendment will
prevent an abrogation of that con-
tract. Only Mr. PEPpER's amendment
will prevent a further erosion of onfi-
dence in Government among Amen-
ca's laborers, mnorit1es, and women.

Mr. Charnmn, as chairnian of the
Select Committee on Aging, I can
assure you and the Members of this
House that my committee will be vigi-
lant in safeguarding the rights of
today's and tomorrows elderly. We
will also be thorough in our oversight
of the impact of this and any other
legislation which effects this vital and
often vulnerable segment of the popu-
lation. As our charter requires, we
plan to cooperate with the relevant
legislative committees by bringing
them creative, efficient, and effective
solutions which will be of benefit to
older Americans and to our society as
a whole.

0 1350
Mr. ROSTENKOWSKI. Mr. Chair-

man, I yield such time as he may con-
sume to the gentleman from Maryland
(Mr. MrrCUELL).

(Mr. MITCHELL a.sked and was
given permission to revise and extend
his remarksJ

Mr. MITCHELL. Mr. Chairman, I
rise in opposition to H.R. 1900, "to
assure the solvency of the social secu-
rity trust funds, to reform the medi-.
care reimbursement of hospltai$. to
extend the Federai supplemental com-
pensation program, and for other pur-
poses.' While some contend that this
package represents the sole alternative
to the bankruptcy of the social secu-
rity system, I am concerned that other
avenues, which will not penalize cer-
tain groups, should receive more at-
tention and consideration by the
House Ways and Means Committee.

The package before you has been op-
posed by business organizations, senior
citizens, and Federal workers, to name
a few. Many sell-employed individuals
across the country are also opposed to
the specific recommendation which
will raise their social security tax
rates.

I certainly share the concern that
we ust move to insure the solvency
of the social seeurity system. However,
I cannot see the feasibility of creating
further burdens for the elderly by di-
recting the delay of cost-of-living ad-
justments due in July 1983 for 6
months. This is one such recommenda-
tion contained n the measure before
us today. Ironically, many of the
people affected by this adjustment are
on fixed incomes which hardly keep
pace with inflation. To delay the criti-
cal cost-of-living adjustments is to add
to the exitrn.g burdens of excessive
health care costs, housing costs, and
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others which must be borne, particu-
larly by the elderly.

I would also submit that our sell-em-
ployed ndividuais are being unjustly
penalized under H.R. 1900. Once
again, we are burdening cur small
businesses and individual entrepre-
neurs who are so vital to axy hopes of
an economic recovery. Most of these
individuals and businesses are current-
ly operating close to the margin of sur-
vival under present economic ills. The
proposal to raise the social security
tax rates paid by these persons Is dan-
gerous and might render them totally
incapable of suta1ning legitimate op-
eration. How we can impose this
burden is beyond my comprehension.

Mr. Chairman, the many Federal
workers who have visited and written
my office confirm that the provision
in ER. 1900 whIch would extend cov-
erage under the social security system
to all newly hired Federal Govern-
ment employees, including the Postal
Service, Is unwanted and unsound.
They share my concern that this move
would severely drain the assets of the
current civil service retfrement system.
With the enactment of this proposal,
newly hired Federal workers would no
longer be paying into the present re-
tirement system; due to the fact that
contributions Into the system from
current employees are used to pay the
benefits of current retfrees, there Is
danger that the assets wou'd gradually
be depleted and exhausted in approxi-
mately 20 years.

This threat to Federal workers is ac-
companied by directions for pension
benefit reductions as proposed by the
President. Bow much more can we
shortchange Federal workers? In the
last 2 years, they have lagged ftrther
and further behind their private
sector counterparts as health and re
tirement benefits have been cut, and
as the gap between Federal and pri-
vate-sector pay has nearly doubled. It
Is sad that we must observe that our
civil servants are seeking other types
of job opportunities, and our young
people are totally ignoring the publlc
sector as offering stable employment
or equitable salaries.

?v!r. Chairman, I must merition that,
when evaluating the modesty and fair-
ness in asking everyone affected to
sacrifice, we must be very carefuL An
additional "sacrifice" for a 65-year-old
retired worker on a fixed income may
mean the fme line between survival
and complete defeat. A "modest" ad-
justment for a family attempting to
provide the necessities for their chil-
dren might force a choice between
mortgage payments and college educa-
tions.

We cannot, In good conscience ak
our Federal workers, and low- and
moderate-income citizens, to dispro-
portionately bear the brunt for afl of
the Nation's economic ills. The paek-
age before you is the epitome of forc-
ing such a sacrifice, and I urge its
defeat.
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Mr. ROSTENKOWSKI. Mr. Chair-
man, I yield 2 minutes to the gentle-
man from Delaware (Mr. CAEPER).

Mr. CARPER. Mr. Chairman, I want
to preface my remarks by expressing
my gratitude to the members of the
Social Security Commission, to the
members of the Ways and Means
Committee, and particularly to Con-
gressman Pxciis for their coliective
efforts to fashion the bipartisan t1an
which we are now considering.

Our vote today on the proposals to
preserve social security will probably
affect more people more intimately
than any other vote that we will make
this year or next. It Is a vote that must
be carefully considered for its effects
on our older Americans and for its ef-
fects on our working Americans.

This vote will also affect our chil-
dren and their children because with
this vote we will either pass on to
those younger Americans a retirement
security program that is solvent and
dependable or one that is not.

This legislation asks for sacrifices
from just about everyone, the young,
the aged, public and private sector em-
ployees, businesses, the self-employed,
and even Congressmen and Senators.
In my judgment, no one group is being
asked to sacrifice significantly more or
less than any others. And while few of
us savor the prospect of making sacri-
fices, even when the end result is laud-
able, our willingness to do so In this in-
stance will pull the social security
system back from the brink of certain
bankruptcy, while providing for a
more secure old age for millions of
Americans,

It Is hard for me to imagine a more
laudable objective. In conclusion, let
me state that today, March 9, 1983, we
have a rare opportunity to begin put.
ting Anierjca back on the right track
with a vote In support of H.R. 1900. I
urge us to do just that.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yield 3 mInutes to the gentle-
man from California (Mr. PAYETTA).

(Mr. PANETTA asked and was given
permission to revise and extend his re-
marks.)

Mr. PANETrA. Mr. Chairman, the
bill we have before us today represents
the end product of many long months
of work and many difficult hours of
negotiation. I commend the members
of the National Commission on Social
Security Reform and the Ways and
Means Committee for reaching a com-
promise on this troublesome issue.

But I would like to point out to youtoday tt in our satisfaction at
achieving this consensus, in our eu-
phoria at finally coming together on
this difficult and divisive subject, we
are ignoring the real issues at stake—
and practically guaranteeing that this
problem will return to trouble us
again. We are fooling ourselves, just as
we did In 1977, that we have solved
social security's problems once and for
all. We must not let the momentum of
this compromise blind us to the fact
that the real problems have not been

solved at all, but only hidden tempo-
rarily from our view.

The short-term package recommend-
ed by the National Commission and
approved by the Ways and Means
Committee combines two basic ele-
ments: benefit cuts and tax increases.
Title II, the long term provisicn of
this bill, includes aspects of both, and
the two amendments which will be in
order today focus the long-term solu-
tion on one or the other of these alter-
natives.

Prankly, I do not believe either of
these.altez-natjves is a very acceptable
solution to social security's problems.
Further increases in the regressive
payroll tax will have the harshest
impact on working people at the low
end of the Income scale, and will place
an additional burden on our already-
struggling economy. Further benefit
cuts will create tremendous hardships
for the millions of Americans who
depend on social security for most or
all of their income.

Yet we are askIng for these sacrifices
without having the political will our-
selves to confront and solve the real
issue, the Issue of structural change.
By Ignoring structure reform In favor
of further benefit cuts and tax in-
creases, I believe we are applying a
band-aid to an illness which requires a
deep-seated cure—and we should not
deceive ourselves, or the American
people, into thinking otherwise.

Last month, I introduced legislation
to make long-term, structural reforms
in the social security system which I
believe are essential for its survival.
My bill, H.R. 1542, would, over a tran-
sition period covering the years
through 1990, transfer the nonretfre-
ment components of social security,
disability Insurance, and medicare, to
general revenue financing, From 1991
on, the payrbll tax would be reduced
and stabilized at the level needed to
fund only those programs which are
appropriate for Its use: The retirement
and retirement-related insurance pro-
grams. Disability and medicare, which
serve broader public needs, would be
transferred to a broader and fairer
source of revenues. At the same time,
the retirement fund would be guaran-
teed to remain solvent, stable, and
self-sustaining well into the future.

Mr. Chairman, I do not believe we
have the right to ask our elderly retir-
ees and young workers to bear the
burden of social security's difficulties
unless we make the structural reforms
needed to guarantee the systems long-
term stability.

The millions of Americans who re-
ceive benefits from social security and
the millions more who pay into It are
floating in a lifeboat, and their boat is
sinking. The rope we threw them 6
years ago has worn through, and by
approving this bill, we will throw them
another, But the fact remains that the
boat has a hole—and until we exercise
the will and the courage to repair that
hole, we will not put this problm
behind us.

11991
I also wish to point out to the House

a provision of the social security bill
which was not included in the bill as
reported by the Social Security Sub-
committee but which was added by
voice vote the evening before the full
Ways and Means Committee reported
out this bill—a provision which takes
social security off budget In 1988 and
which is a further erosion of the last
few years' efforts of the Budget Com-
mittee to bring off-budget agencies on
budget. As chairman of the Budget
Committee's Budget Process Task
Force, I would like to remind you of
the language included In the budget
resolutIons of the past few years and
adopted by the House.

In 1980 the budget resolution con-
tained the following langu.ae:

SEC. 2. The Congress recognizes that the
activities of off-budget Federal entitles are
excluded from the budget by law. The Con-
gress . recommends that a way be found to
relate accurately the estimates of off-budget
Federal entities and capital expenditures tothe unified budget.

Again in 1982—
(C) It is the sense of the Congress that the

President and the Congress, through the ap-
propriations process, should limit In fiscal
year 1982 the off-budget lending activity of
the Federal Government to a level not to
exceed $23,700,000,000, the on-budget lend-
ing activity to a level not to exceed
$33,150,000,000, new primary loan guarantee
commitments to a level not to exceed
$87,750,000,000, and new secondary loan
guarantee commitments to a level not to
exceed $68,750,000,000.

Again In 1983—
(C) New secondary loan guarantee com-

mitments, $0.
(c) It is the sense of the Congress that the

President and the Congress, through the ap-
propriations process, should limit In fiscal
year 1983 the off-budget lending activity of
the Federal Government to a level not to
exceed $31,050,000,000, the on-budget lend-
ing activity to a level not to exceed
$29,850,000,000, new primary loan guarantee
commitments to a level not to exceed
$99,100,000,000, and new' secondary loan
guarantee commitments to a level not to
exceed $68,250,000,000.

As you know, in 1967 the President's
Budget Concepts Commission recom-
mended that all Federal programs be
part of the unified budget. But start-
Ing in 1970 an erosion began when
some programs were placed off budget
by statute,

Since that time we have fought a
roller coaster battle In our effort to
control off-budget spending. Three
off-budget agencies were brought back
on budget but two new off-budget enti-
ties were recently established to carry
out energy programs—synthetlc fuels
in 1980 and the strategic petroleum re-
serve in 1982. Now we have added
social security to the list.

Outlays of off-budget agencies have
grown from $60 million In 1973 to over
$17 billion In 1983.

As chairman of the Budget Process
Task Force, I have the responsibility
of examining the process to make sure
that It continues to fulfill Its two main
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purposes, which are, first, to allow
Congress to consider the entire budget
overall, to examine the effect of total
spending, revenues, and deficit on the
economy, and, second, to facilitate
making tradeoffs among programs
competing for public resources.

Taking sociai security and medicare
of f budget would severly weaken the
process.

Budget totals would be understated
by more than $300 billion, 50 it would
be meaningless to talk of the size of
the budget in relation to the economy.

The budget deficit would be over-
stated. This makes it difficult to relate
deficits to the economy. Further, it
seems paradoxicai for us to arrange a
system that will force us to vote for
overstated deficits.

This precedent could lead to pres-
sure to take other trust funds off
budget, for example, the rest of medi-
care, the civil service retirement trust
fund, the highway and airport devel-
opment trust funds, the general reve-
nue sharing trust fund, the land and
water conservation fund, and so on.

The combination of overstated defi-
cits and understated spending totals
will lead to increasing pressure on the
remaining on-budget programs, basi-
cally the discretionary programs—de
fense, education, employment, law en-
forcement, and so on.

Now people have argued that social
security should be off budget because
it is self-financed. This Is not true—it
receives and will continue to receive a
number of general fund subsidies. Fur-
ther, it Is argued that taking it off
budget will remove social security
from politics.

But, in fact, the Insulation would not
work. Because the general fund subsi-
dies to the trust funds will still exist,
proposals to raise or lower social secu-
rity or medicare benefits would still be
reflected as on-budget changes to the
cost of the subsidies. Thus, there could
still be pressure to change social secu-
rity or medicare because of budgetary
considerations.

In summary, the proposai is bad for
the process. It forces us to vote for
overstated deficits. It puts unfair pres-
sure on other programs. It is a bad
precedent. It fails In its purpose of In-
sulating the program. Therefore, the
provision taking social security off
budget should be dropped in confer-
ence.

Mr. CONABLE. Mr. Chairman, I
yield 1 mInute to the gentleman from
Connecticut (Mr. MoRRIsoN).

(Mr. MORRISON of Connecticut
asked and was given permission to
revise and extend his remarks.)

Mr. MORRISON of Connecticut.
Mr. Chairman, I rise to speak in oppo
sition to this bill, sadly but necessar-
ily. The communications from the el-
derly people of my district have made
it clear to me that they cannot bear
the loss of 8 months' cost-of-living In-
crease. Mr. Chairman, the largest city
in my district, New Haven, is the sev-
enth poorest city In the Nation. Many
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of the elderly are among the poorest,
in New Haven and elsewhere in the
district. With rising utility costs, rising
rents, and an Increasing cost of living,
this is not a sacrifice that they are
able to make.

I might have made a different deci-
sion if this package provided real solu-
tions to the long-term problems facing
social security. I am convinced that
unfortunately, it does not, and that we
will soon be back here facing this
problem again. We have to take fur-
ther steps to control the steady in-
crease of the social security tax
burden on working people. We have to
solve the problems of skyrocketing
medicare costs which will soon over-
whelm the system. This bill does not
sufficiently address these problems to
justify the knmedlate sacrifice, the un-
mediate benefit cut, that is being
asked of the elderly. That is why, re-
luctantly, I must vote against it. We
must find better solutions for both the
short-term and the long-term prob-
lems.

Mr. CONABLE. Mr. Chairman, I
yield 1 minute to the gentleman from
Missouri (Mr. CoLt).

(Mr. COLEMAN of Missouri asked
and was given permission to revise and
extend his remarks.)

Mr. COLEMAN of Missouri. Mr.
Chairman, the social security legisla-
tion before us today presents the most
important and difficult choices this
Congress will be called on to face. The
problems of the social security system
are grave—even as we taIk, social secu-
rity is paying out $17,000 a minute
more than it is taking in. There is no
easy way to solve the problems. But
solve them we must, If we are going to
keep faith with the 36 million Amen-
cans who are counting on their month-
ly benefit checks and the 115 million
workers who are paying thto the
system.

The legislation before us Is not a
perfect plan. I doubt if there is a
Member on this floor who does not
object to at least one of its provisions.
I myself am particularly concerned
over several of the provIsions among
them the inclusion of new Federal
workers in the social security system
and the unprecedented change of
making some sociai security benefits
taxable income for people who have
made the effort to save and prepare
for their retirement. Or for that
matter, no one enjoys raising the rate
of social security taxation. But if each
of us held out for what we coisidered
the ideal solution, this House would
still be debating our 435 separate pro-
posals while the social security system
went bankrupt in July. So we must
balance our individual concerns
against the interest of the entire
Nation in having a stable and, trong
social security system.

Let me take just a moment to ad-
dress the concerns that public employ-
ees have raised about the plan, Social
security's immediate f1nancng crisl.s
stems from the economy's aI1ure to
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perform at the optimistic levels pro-
jected in the 1977 social security
amendments. The long-term financial
problem is a result of demographics---
when the baby-boom generation re-
tires, there will be only two workers
paying into the system to support
each person drawing benefits. Neither
of these problems is changed one whit
by bringing more people into the
social security system.

There is no plan before us today on
what sort of a pension system will be
devised for the new Federal employees
who are to be brought under social s
curity. Federal employees are being
asked to take It on faith alone that
Congress will protect the financial se-
curity of the pensions they have paid
for. This sociai security package Is llm-
ited in scope to insure that we do not
break faith with the 36 mifflon Ameri-
cans who have paid into the social se-
curity system and are now receiving its
benefits. Those who have been paying
into the civil service retirement system
deserve the same consideration. Every
Member who votes for this social secu-
rity bill should make a commitment to
keeping the civil service retirement
system financially sound as well.

Just 5 years ago, the congressional
leadership told us that the Social Se-
curity Financing Amendments of 1977
would place the system on a sound fi-
nancial footing well into the 21st cen-
tury. We have all seen how hiaccurate
that assessment has proved, so I think
we shOuld avoid making any similar
promises about the legislation we are
considering today. Nevertheless, this
bill presents, on the balance, the soun-
dest and most responsible solution put
forward for addressing the very real fi-
nanciai crisis of the social security
system. No one group is asked to make
all the sacrifices that are needed to
make this system whole again, Passing
this legislation is the best way to
assure all Americans that they can
depend on the social security system,
both now and in the decades to come.
Now is the time to set aside partisan
politicai considerations and legislate In
the compelling national Interest. I
urge my colleagues to support this leg-
islation.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yield 4 mInutes to the gentle-
man from Maryland (Mr. Ho).

Mr. HOYER. Mr. Chalrmau, this
legislation placed before us today may
be an important response to the diff I-
cult challenge of producing a solvent
and strong sodal security system It
may be an example of how well Gov-
ernment can respond to the, cross-cur-
rents between various interest groups
over this critical issue. It may well be
the most equitable solution to this
ticklish problem of balancing options
in the speediest. fashion. But for me.
Mr. Chairman, it is not a solution I
can easily accept. Indeed, many of my
colleagues on both sides of the aisle
share my uneasiness over adopting
this proposal.



March 9, 198S
I am most concerned, Mr. Chairman,

over the portion of the bill which in-
cludes new Federal employees into the
social security system. I find that this
section truly offers little relevance to
the task at hand.

What we are doing today is attempt-
ing to make the social security system
fiscally more sound. But by bringing
Federal and postal emp1oyees Into the
system we may, in fact, be adding fur-
ther to the taxpayers' burden as we
try to juggle two separate systems
with another third retirement system
possibly yet to come.

ANxOUNCEMENT BY TuE cRAnuuAru
The CHAIRMAN. The gentleman

will please suspend for just. a moment.
We are delighted to have our guests

in the gallery. There will be no indica-
tion of approval or disapproval, please.

The gentleman from Maryland.
Mr. HOYER. Mr. Chairman, the

economy, demographics, prior Con-
gresses, and prior administrations are
responsible for our social security
problems, not Federal employees, but
we are asking them to be subjected to
an additional reduction in pay to ball
out social security.

Some have argued here that Federal
employees should contribute to the
system because many actually do re-
ceive social security in retirement.
Yes, Mr. Chairman, Federal employees
may receive these benefits, but if so,
they qualify in the same manner as
everyone else In this country.

I do not need to tell my colleagues
how angry, demoralized, and frus-
trated these Federal employees and re-
tirees are. As never before, they are
lobbying the Congress asking "Why?"
"Why are we being brought In to help
solve the fiscal problems of a system
to which we have no relations?" "Why
is Congress threatening our civil serv-
ice retirement system as we know It so
that someone else's system can be
made whole?" "Why are we always f in-
gered when the Congress and the ad-
ministration are looking for budget
savings on new revenues?" These are
legitimate questions, Mr. Chairman.

The gentleman from Georgia (Mr.
JENKINS) made a comment about
making a submission to the Commit-
tee on Rules.
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It has been clear from the very be-

ginning once this Commission made its
proposal that this bill was locked In
stone. I understand that. I am also
convinced, Mr. Chairman, that this
bill will pass. One of the reasons this
bil1 will pass, however, is the pledge of
my good friend and the good friend of
our Federal employees, the gentleman
from Michigan, Mr. Biu. FORD, the
chairman of the Committee on Post.
Office and Civil Service, the pledge of
the chairman of the Committee on
Ways and Means, and the pledge of
the Speaker of this House.

A pledge by these three gentlemen,
Mr. Chairman, Is a pledge that will not
be broken. In their letter of February

18, 1983, these leaders of the House
lent their support for a supplemental
retirement system for Federal employ.
ees that provides benefits comparable
to those available under the civil serv-
ice retirement system. They stated
their Opposition to administration pro.
posals to reduce civil service retire-
ment benefits, and they reiterated
that they would oppose any proposal
that would adversely affect the finan-
cial integrity of the civil service retire-
ment or the fund to pay the benefits
promised to participants in the civil
service retirement system.

I am convinced, Mr. Chairman, that
one of the reasons that this bill has
not been cracked open is that the
Speaker, the chairman of the Ways
and Means Committee, and the chair-
man of the House Post Office and
Civil Service Committee have all given
us their assurances that they will not
permit this new provision of social se-
curity to affect adversely present or
retired Federal employees. Those as-
surances are important to me, they are
important to all my colleagues who
have had serious doubts about this leg-
islation, and they are important to the
millions of Federal workers and annu-
itants. And they must be honored.

This bill will pass despit my opposi-
tion and the opposition of many of my
colleagues to the inclusion of Federal
workers in social security. I only hope
that the leadership of this body will
exert the same degree of determina-
tion and the same care which has been
applied to this bill to the construction
of a supplemental retirement system
for Federal employees that insures the
integrity of the old system and compa-
rability for the new.

Mr. Chairman, In closing, let me say
that under the Tax Equity and Fiscal
Responsibility Act only one group of
Americans had a general tax in-
crease—1.3 percent for Federal em-
ployees. Under this bill, Mr. Chair-
man, only one group of Americans,
Federal employees, will receive over a
5 percent tax increase as a result of
the adoption of this particular piece of
legislation. All other Americans will
only receive a three-tentha of a per-
cent tax increase.

Yes, it Is true that they have partici-
pated In the past in the payment of
social security. That is another issue.
But the point of fact once again, Mr.
Chairman, is that we are reaching into
the pockets of Federal workers to
solve a Federal budget problem.

In conclusion, Mr. Chairman, I
would appeal to my colleagues, wheth-
er they vote for or against this bill, to
pledge themselves to oppose vig-
orously the precipitous and unfair pro-
posals being made in the pending
budget which dangerously undermines
the pay and benefits of those dedi-
cated individuals on whom we rely in
the Congress and in this administra-
tion to carry out the policies and pro-
grams of this Congress.
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Mr. ROSTENKOWSKI. Mr. Chair-

man, I yield 1 minute to the gentle-
man from Georgia (Mr. Fowx.ra).

(Mr. FOWLER asked and was given
permission to revise and extend his re-
marks.)

Mr. FOWLER. Mr. Chairman, the
social security system is in serious
trouble, and we have only two alterna-
tives from which to choose: We can ap-
prove this bipartisan compromise
before us today or we can put off yet
another time the difficult decision
that faces us, and continue the fears
of so many about the future of the
social security system.

We all know the history of this com-
promise. In 1981, President Reagan,
recoiling from an enormous amount of
public and congressionaj protest of his
ill-conceived social security finance
reform package, created a bipartisan
commission to study social secui-ity
and to propose equitable changes to
restore the system to solvency. Despite
popular expectations, a majority of
the diverse group of people represent-
ed on the commission approved the
tax and benefit changes necessary to
put social security back on Its feet. We
have an Improved version of these pro-
posals before us today.

What would happen, Mr. Chairman,
If this body were to shirk Its duty and
defeat this package which carries the
endorsement of people across the p0-
litical spectrum, Including President
Reagan, the House and Senate leader-
ship, and my distinguished colleague
from Florida Mr. PEPPER?

This Is 'what would happen. The 36
million beneficiaries and the 115 mil-
lion workers covered by social security
would face additional months of un-
certainty about the future of the
system. Beneficiaries and workers
alike would lose faith in our greatest
and most popular social program.
Younger workers, concerned that
social security would be broke by the
time of their retirement, could push
for the elimination of the system.
People in and near retirement would
grow more uncertain of the system's
future. We cannot allow this intergen-
erational strife to occur.

No one in this room favors every ele-
ment in this package. Yet, given the
widely varied interests represented in
this Chamber, we have achieved as
sound a package as Is politically possi-
ble. The sacrifices called for In this
compromise are as broadly distributed
and equitable as possible. In both the
short term and the long term,
beneficiaries and workers alike con-
tribute to shoring up social security.

Many people have expressed concern
about the delay in this July's cost-of-
living adjustment (COLA). While I
certainly have reservations, about this
provision, I realized that it Is the most
equitable way that current benefici-
aries can help in saving social security.

No one's benefits will be cut under
this provision. Instead, the July 1983
COLA will be paid in January 1984.
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This equitably spreads a relatively
small burden among all those now
drawing benefits, rather than concen
trating a large burden on a small
number of current beneficiaries.

The very low-income elderly will be
completely shielded from the impact
of this provision. Although the COLA
for supplemental security mcome
(SSI)—Federa1 cash assistance for the
aged, blind, and disabled poor—must
also be delayed for adminstrative rea-
sons from July to January, 881
beneficiaries will reieve a one-time
across-the-board lncreae In monthly
benefits of $20—$30 for couples. This
is aLmost double the maxümim SSI
COLA of $11 that would have been
paid otherwise.

Higher income beneficiaries will also
be called on to contribute to restoring
social security to financial health. Our
bill would require beneficiaries to In-
clude In taxable Income the lesser of
one-half of benefits or one-half of the
excess of the taxpayers' combined
Income—adjusted gross Income plus
one-hail of benefits—over a certain
base amount. The base amount would
be $25,000 a year for an Individual,
$32,000 for a married couple filing
jointly, and zero for married persons
filing separate returns.

I was quite concerned about taxing a
small portion of social security bene-
fits because this has never been done
before. Changes In this provision made
by the Ways and Means Committee
reduce the. percentage of beneficiaries
affected by this provision to well
under 8 percent. What is more, al-
though employees pay income taxes
on their income subject to the payroll
tax, employers do not because they
can claim a business expense deduc-
tion for their payroll tax payments.
Therefore, it is argued that requiring
social security beneficiaries to pay
taxes on the previously untaxed por-
tion of their benefits—the part pro-
vided from employer contrlbutions—ls
appropriate at the time of receipt.

Current workers are aiso called on to
help. Already scheduled tncreases in
the payroll tax for 1985 and 190
would be rolled forward, under the
bifi, to 1984 and 1988, respectively.
Many people have pointed out that In-
creasing payroll taxes in 1984 may
stifle recovery and hamper our efforts
to reduce unemployment. That is why
this bill would give employees a pay-
roll tax credit, for 1984 only, equal to
the payroll tax increaese in 1984.

Self-employed persons would also
make a sacrifice under this measure,
When the self-employed were first
covered by social security in the
1950's, their payroll tax rate was set at
about 1 '/ times the employee rate, or
about 75 percent of the combined em
ployee-employer rate.

Since that time, however, it has been
widely recognized that although the
employer nominally pays half of the
total payroll tax for each worker, the
worker himself bears the burden of
this tax by receiving a lower net wage
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from his employer, Consequently it
has been argued, and tith bill pro-
poses, that the self-employed, as both
employee and employer, should also
pay the same tax rate as the combined
employee-employer rate.

In recognition that this Is substan-
tial tax Increase on the self-employed
at a time when the economic recovery
may be only beginning, this bill also
proposes a payroll tax credit equal to
2.1 percent of payroll in 1984D 1.8 per-
cent in 1985 through 1987 and 1,9 per-
cent thereafter.

Although the Presideit's National
Commission on Sccia Security
Reform originally pro;osed a tax de-.
duction equal to oe-ha1f of the self-
employed's payroll tax payments this
bill restructured that proposal to pro-
vide a credit of sm1iar magnitude that
will ease the burden of the additional
tax for lower income self employed
persons.

The bill would aIo make a number
of other important changes in social
security. Federal workers hfred alter
1983, Members of Congress, the Feder-
al judiciary, and nonprofit organiza-
tion employees would join the 115 mil-
lion people In the private sector in
paying social security payroll taxes:
State and local governments now par-
ticipating in social security would be
prohibited from withdrawing from
coverage. Windfall social security
benefits for people who draw pensions
from nonsocial security covered em-
ployinent would be eliminated, and
the U.S. Treasury would reimburse
social security for uncashed social se-
curity benefit checks and gratuitous
military wage credits.

In the depths of the Great Depres-
sion, amid widespread poverty among
our Nation's elderly, the 17,8. Congress
enacted the Social Security Act of
1935. At that time, over half of our el
deny population subsisted on hicomes
below the poverty level.

Over social security's 48-year hsto-
ry, the system has drastically reduced
poverty among the elderly by 75 per-
cent and become America's most popu-
lar and most successful social pro-
gram.

Mr. Chairman, we cannot abdicate
our responsibility to workers and
beneficiarie3. We must deal decisively
with this issue and restore fath to all
Americans of Congress commitment to
social security.

In short, I urge my colleagues to
support this bill as an equtabe solu-
tion to the crisis we now face un saclal
security.

Mr. ROSTENKOWSKL Mr Chair-
man, I yield 1 minute to the gentle-
man from California (Mr. Wxi)

(Mr. WAXI1AN asked and wa g1ven
permission to revise and exteM ts re-
marks.)

Mr. WAXMAN. Mr. Chafrman, I
would like to take a few minutes to
discuss the medicare prospective reim-
bursement provisions of this bilL

Rising hospital costs have been the
major factoi in Increased health
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spending for many years. We trIed 3
years ago to pass legislation to limit
health inflation and spending with
overall limits on all hospital costs
through a hospital cost containment
measure, but that effort was defeated
on the floor.

Today, we have before us a major e-
vision in how medicare pays for hospi-
tal care. All of us are very ooncerxed
that major reforms like this not be too
abrupt—we do riot want a system that
imposes deep and irreversible changes
before we can evaluate their impact,
or that brings Immediate windfalls or
substantial deficits to Individual hospi-
ta1s.

That concern Is evldeiiit in many
places, incud1ng my own State of Cali-
fornia. But I believe that the changes
made n the comñilttee bill Iiep to ad
dress this problem. The short-term
impact Is moderated by accounting for
urban and rural dfffernces, and for
regional differences. Most Important-
ly, the system is phased in over 3
years. The first year retaIns 75 percent
of payment on the basis of institution-
specific cost limits, with only 25 per-
cent on the basis of the new prospec-
tive system. That phasing period will
give us an ideal opportunity to exam
me the impact of the proposal as it is
phased in, and allow us time to make
any adjustments that are required.

We should all acknowledge that the
proposal Is not as comprehensive as
the type of all-payor program that I
would prefer. But it would serve none
of our interests to hold this up for a
system which may not be possible at
this point, the bill offers important
protections for States that do want to
develop all-payor programs through
provisions based on Mr. WYDEN'S bill. I
hope that we will see States respond-
ing to this opportunity. In addition, it
provides for the collection and study
of data on the impact of such ail-payor
programs in order to provide us with
the information needed to address tnis
issue in the future.

The bill is an important step in
moving us from our existing and nfla-
tionary cost-based payment system to
a prospective mechanism under which
hospitals have some incentives to mod-
erate their costs.

There are a number of other fea-
tures that were important to many of
us and are now Included In the Ways
and Means committee bill.

The system will Initially be based on
geographic regions to help take into
account the existing differences
among regions in hospital spending;

The system adjusts for the higher
costs in urban areas;

The system takes Into account some
of the special needs of the urban
public hospitals;

The system includes special adjust-
ments for teaching hospitaLs—it passes
through the direct medi education
costs, and includes a special adjuster
to account for their indirect costs;
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The system phases out the special

return on equity that Is part of the
cost-based system and places all hospi-
tai on an equal footing in trying to
earn a return based on their ability to
operate at costs within these prospec-
tive units;

The system passes through capital
costs but nc1udes a study and some in-
terüii constraints to minimize any ef
!orts at rapid and costly capital expan-
silon;

The system includes all services—
except physicians—provided by hospi-
tals to help assure that the cost and
charges are not simply shifted to
medicare part B;

The system nciudes impcrtant stud-
ies of how to limit potential volume in-
creases, and how to address the issue
of revising physician payments for In-
patient services to parallel this new
hospital payment system; and

Finally, I would stress that the com
mittee bill prohibits hospitals from
extra billing the medicare patient—so
the costs cannot be passed on to them.

All of these provisions help make
this an acceptable first step In our
reform on hospital payments. I thank
the Ways and Means Committee—and
especially Mr. SHANIqON, and Mr. GEP.
EARJ)T, and the chairman and ranking
minority members of the full commit-
tee and health subcommittee, for their
efforts In these areas.

Mr. ROSTENKOWSKJ. Mr. Chair-
man, I yield such time as he may con-
sume to the 'gentleman from Puerto
Rico (Mr. Co1u.1A).

(Mr. CORRADA asked and was
given permission to revise and extend
his remarks.)

Mr. CORRADA. Mr. Chairman, the
actions we take today are important to
preserve the financial health of the
ocia1 security system. A system that
has served well, for close to 50 years,
mlllion of American citizens in th€
Nation and Puerto Rico. A system
which shows that we as a nation care
for our elderly, our disabled and for
their families.

Our social security system is present
liy in critical economic condition which
©ouid endanger the well-being of mU-
ions of beneficiaries iat1onwide.

The social security rescue package
we onside today reflects bipartisan
grernent between Democrats and
Republicans aimed to save the system
from disruption.

As a package It has elements which I
1?ully support and elements that deeply
concern me.

I fully support the etabUzhment of
a medicare prospective payment
system for hospttals which I deem
wise and beneficial to the hospitals,
the Government and the medicare
beneficirjes, It wiU frnprove hospital's
i?inancial p1an1ng and serve as an n-
ent1ve to hospftal's cost efficiency,
The Government, on the other h.nd,
will gain some conto1 over Its rs.htg
dibursemerts due to !ncreaing hospi-
ts costs. The medicare beneIicaries
will a'so b'nefit s a result of keepthg

hospital costs down and their oper
ation s efficiently as possible.

I am very pleased with the provi-
sions of title V of thIs bill, which
would extend the authority for Feder-
al supplemental unemployment corn-
pensfttion benefits through September
31, 1983.

This program has been extremely
beneficial in Puerto Rico in maintain-
ng a steady, though small, Income for
fanilijes where the wage earner Is ex
periencing long-term unemployment.
In an eeonomy of 25.3 percent unem-
ployment, we can only expect the
numbers of people needing this addi-
tional aid to ncrese.

I am deeply concerned with the pro-
vis!ons that will put various categories
of federal employees under the social
security system.

I urge my colleagues to act promptly
and establish a new supplementary
system to give new social security cov-
ered Federal employees retirement
benefits comparable to those that will
be received by Federal employees that
will remain under the civil service re-
tirement system. Both groups of em-
ployees as well as both retirement sys-
tems should be fully protected.

I also urge you to oppose any
amendment aimed at increasing the
present social security retirement age
or curtail future benefits. Any long
term shortfall in the system should be
taken care of by raising employer-em..
ployee contributions if and when nec-
essary.

I give my support to H.R. 1900 and
urge au my colleagues to vote for it.
By doing so we will be protecting a
system that is essential to carry out
our commitment of social justice to all
American citizens in the Nation axid In
Puerto Rico.

Mr. CONABLE. Mr. Chairman, I
yield such Urne as he may consume to
the gentleman from Wisconsin (Mr.
GmiisoN).

(Mr. GUNDERSON asked and was
given permission to revise and extend
his remarks.)

Mr. GUNDERSON. Mr. Chairman. I
rise in support of the bill before us.

Mr. Chairman, as we consider 1egis
lation to remedy the serious funding
shortfall of the social security system,
the words of Abraham Lincoln should
offer some guidance. He once Instruct-
ed the American public, "You cannot
escape the responsibility of tomorrow
by evading it today."

How easy It would be to reject the
Social Security Amendments of 1Q83
(H.R, 1900) today for one poltLcal
reason or another. Yet. Congress has a
responsibility to this system, and the
150 million Americans affected by it,
which cannot be ignored in good con-
science.

The financing problems facing social
security are reai and inmedJate, The
od age d survivors Insurance fund
hs already un out of money, Pay-
ments conUnued during 1982 thrgh
nterfund borrowing approved by Con
gress n 1981. That borrowing authori-
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ty has now expired, and unless new
legislation Is enacted, the OASI fund
will be unable to pay July bene.f it
checks on time.

The House Ways and Means Com-
mittee has reported that If Interfund
borrowing were merely continued
without additional reforms, the three
combined social security funds would
be unable to pay benefits on time be.
ginning In the spring of 1984. Under
the circumstances we have no other
choice but to consider comprehensive
'egislation to rectify the problem.

H.R. 1900 represents over 1 year of
bipartisan work by the National Com-
mission on Social Security Reform es-
tablIshed to recommend a fair, bal-
anced plan to restore the system and
Americans' confidence In it. The Com-
mission's recommendations Included:
acceleration of already scheduled pay-
roll tax increases, 6-month delay of
the cost-of-living adjustment, tax In-
centives for those who retire after age
65, inclusion of newly hired Federal
employees and employees of nonprofit
organizations, changes in the se1f-em.
ployment tax and revision of certain
social security rules. The plan won bi-
partisan support and balanced $40 bil-
lion in benefit changes against $40 bil-
lion in revenue Increases.

Alter minor modification, the House
Ways and Means Committee reportec
this plan to the House. Is the plan per-
fect? Certainly not. Many of these pro-
visions, considered alone, would seem
both insufficient and unjust. Yet, con-
sidered as a package they represent
the most viable option open to us at
this point.

No one really supports increased
taxes. This bill would accelerate the
scheduled OASDI tax Increaaes, but it
would also offer a 1984 tax credit to
compensate for this increase of 0.3
percent of wages. In addition, the
social security tax rates for self-em-
ployed persons would be increased by
33 percent to the fufl employer-em-
ployee rate. Yet, this provision is cou-
pled \vith yearly tax credits through
1988. A portion of beneficiary social
security payments would be subject to
taxation for individuals with $25,000
income and couples with $32,000. It is
important to note that the committee
in its deliberations Increased the
income threshold originally recom-
mended by the Commission and al-
tered the computation procedure to
make it more equitable.

Sociai security retirees would face a
6month delay in their COLA from
July 1983 to January 1984. Included in
this provision Is an increase in supple-
mental security income of $20 for jjyjj.
viduals nd $30 for couples per month
to insure that this delay places no
undue burden on low-Income and dis-
abled ndivIdua1s. The COLA change
overall Is expected to reduce the aver-
age lbeneficiary's payment by about
2.45 percent. In a time requiring deci-
sve acUon, I believe many of my con-
stituents are prepared to make such a
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sacrifice to insure solvency for sociai
security.

Many Federal employees in my dis-
trict have criticized the inclusion of
new hires under social security as a po-
litically expedient measure to bail out
the ailing system. But this proposai is
not new by any means. In fact, since
1938 social security advisory councils
have advocated inclusion of new Fed-
eral employees under social security.
The 1981 National Commission on
Social Security outlined a detailed
plan to cover new Federal employees.
including creation of a special Federal
Employee Benefit Board to oversee
the transition by 1984.

I certainly sympathize with their le-
gitimate concerns expressed about the
future of the civil service retirement
(CSR) fund. However, in testimony
before the House Ways and Means
Committee, Sylvester Schieber, re.
search director for the Employee
Benefit Research Institute, stressed
that the exclusion of new employees
from the CSR system would not bank-
rupt the fund. The Federal Govern-
ment already pays about 65 percent of
the yearly Income to the fund, while
employee contributions compose only
15 percent of this yearly revenue.

Congress has maintained its obliga-
tion to this retirement fund and my
colleagues and must not and will not
renege on that commitment or allow
the fund to go bankrupt. In floor
debate on this bifi today, House Post
Office and Civil Service Committee
Chairman Wu.uz Foiw has assured
us that this bill protects the Integrity
of the civil service retirement system
since it mandates no change in Federal
contributions to the system. In add!-
tion, this bill merejy calls for inclusion
of new Federal employees under social
security without requiring a separate
supplemental retirement program en-
visioned by the Commission. He has
pledged to work with his committee to
develop a scheme that will preserve
the financial condition of the CSR
system. I make a similar pledge. The
will of Congress is clear. The Federal
retirement program will be protected.

Several groups have criticized this
package of reforms since the Commis-
sion completed ith report. Some want
no tax Increases and substanti1 bene-
fit reductions. Others believe the pro-
visions reduce COLA's too much and
advocate general revenue transfers to
to1ster the system. This plan strikes
an effective balance between these ap-
proaches.

To fail to approve this legislation
would be to renege on our proniises to
current retirees and those who contin-
ue to pay into the system. We must
accept our resporibiUty for the
future by supporting this comprhen-
sive package today.

Mr. CONABLE. tr. Chairman, I
yield myself 13 minutes.

(Mr. CONABLE aed and wa given
permission to revise and extend this
remarks.)
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Mr. CONABLE. Mr. Chairman, we

have reached a climactic point in a
long struggle to save our social secu-
rity system. There have been many
times—many times—when I have won-
dered whether we wouid get this far.
But my worst fears have failed to ma-
terialize, and we have before us today
a bill that will not only awid a fthan-
cial crisis this year but will permit the
payment of significant benefits in the
future.

Even better, this solution does not
put an undue burden on any one
group or interest currently or poten-
tially related to the system.

This bill Is not an Ironclad guarantee
that nothing will ever go wrong with
the system. No legislation can offer
such assurance. We do not know the
future. But I am convinced, absolutely,
that H.R. 1900 repiesents the best
answer to social security's financial
problems that this body is capable of
producing at this time and after the
legislative and political history of the
issue.

It has arrived here after a sometimes
perilous journey through the National
Commission on Social Security
Reform so ably chaired by Alan
Greenspan and the Committee on
Ways and Means. The Commission
provided a necessary preliminary to
the suess of our legislative effort.
The committee did not exactly rubber-
stamp the Commission's consensus
recommendations, but it followed
them so closely that anyone who en-
dorsed the Commissions consensus
can endorse the committee product
with confidence.

The committee bill is not only con-
sistent with the Commission consen-
sus, it is timely. If certain key features
of the legislation are to be implement-
ed, enactment must take place early
this spring. Therefore, there has been
a strong sense of urgency to the mis-
sion.

The chairman of the Committee on
Ways and Means promised in Decem-
ber that he would start the hearing
process on .ths issue February 1 and
have a bill on the floor of the Howe
during the week of March 7. This
might appear an eas' task, but for
every hour of committee d1iberation
on delicate matters, several hours
must be spent behind the scenes In ef-
forts to satisfy disparate desires of in-
dividual Members. In the case of this
bill, the chairmai of the committee
demonstrated clearly hi expertise in
this kind of leadership. He promised
and he delivered. And so a great deal
of credit for this effort to save the
social security system should go to the
gentleman from Illinois (Mr. RosTsi-
K0wSKX).

Much credit should also go to the
distinguished chairman of the Sub-
committee on Scia1 Scuiity, the gen-
tleman from Texas (Mr. Pjcai). He
has persevered in his drive to make
the social security systezn safe, and
both the contributors and the
beneficiaries owe him a debt of grati-
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tude for his untiring efforts. He has
been a bridgebuilder.

The final product of all these labors
is, of course, imperfect. It s not pre-
cisely what the chairman of the com-
mittee, the chairman of the subcom-
miltee, or any one of our colIeagus
would prefer.

Let me emphasize that the bill cer-
tainly does not represent my personal
concept o the ideal way to reform
social security. My views on this are
well known to those Members who
have listened to me expound on them
over the pa.st 15 years; but my views in
this respect are never going to be en-
acted into law.

I have presented my best thoughts
on the subject often, and the response
from this body has been, to put the
best face on it, something less than en
thusiastic. To cIte 2 outstanding inci-
dents, in 182, 34. Members voted with
me against an unfunded benefit in
crease, and In 1977 I was Joined by 56
Members in supporting a comprehen-
sive Republican substitute for the
Carter tax proposal. I was not really
lonely on these occasions, but I cer-
tainly did not feel crowded, nor did my
wonderful principles greatly affect
this troubled system In its declining
course over the years of the struggle.

When this latest crisis began devel-
oping, it would have been easy enough
for one with my track record to devel-
op another major social security
reform bill. It would have been highly
satisfying substantively, but it never
would have gotten anywhere political-
ly. I do not apologize to my principled
friends for my part in the negotiations
which got us here with this legislation.

Over the past 2 years, social security
has become increasingly a subject that
no longer can be discussed in terms of
reason and logic. For some time it ha
been purely a political topic, and the
politics have become the politics of
fear.

In this environment it has been obvi-
ous that only a truly bipartisan pro-
posal, ag-eed to by both the President
and the Speaker, could become en-
acted into law this year, H.R. 1OO is
such a proposal,

0 1410
Each rart of this bill ezgender

strong opposition from one izterest
group or aaother, but as a package it
ha found widespread acceptance. In
this case, the whole is truly greater
than the sum of its parts.

Yes, the blil does reduce benefits for
some beneficiaries with abore-average
incomes. Yes, the bill does require
great er contributions from self-em-
ployed persons. Yes, the bill will accel-
erate high tax rates paid by employees
and empkyers. And, yes, the bill cIo's
require a sacrifice by those alieady
drawing henefit, whi will have to
wait 6 months, until January of next
year, to receive their 1983 cost-of-
living benefit adjustment.
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The bifi scatters burdens widely. It

has a little something for everyone to
hate. But it does something else of
overriding importance: It strengthens
the system financially so that 36 mu.
lion beneficiaries can be reassured
that their benefits will continue to be
paid month after month. year after
year, and it gives assurance to the 115
million current contributors that
there will, indeed., be benefits available
for them when they become eligible.
Such assurance can be given because
ER, 1900 makes It clear that the Con.
gress Itself is the one sure fail-safe
mechanism, and Congress never will
allow the system to fail.

More specifically, with respect to the
bill, about 15 percent of the $165 bil-
lion It would raise to cover short-range
needs would come from mandating
social security coverage for certain
groups that are now either exempt or
are permitted to withdraw from the
system. These groups include new Fed-
eral employees after 1983, all employ-
ees of nonprofit organizations, and
employees of State and local govern-
ment entitles that are currently cov-
ered. Persons receiving pensions based
on noncovered employment will have
their OASDA benefits reduced some-
what to elfmlnstte so-called windfalls
from "double dipping."

About half of the short-range solu-
tion comes from tax Increases.. These
include accelerating rate advances al-
ready scheduled for 1985 and 1990, re-
quIring the self-employed to pay rates
equal to those of the employee and
employer combined, and taxing part of
the benefits of beneficiaries with ad-
justed gross Incomes of $25,000 for In-
dividuals and $32,000 for married cou-
ples. The effect of the tax increases
would be mitigated by Federal income
tax credits for workers.

About one-fourth of the short-range
solution comes from a 6-month delay
in the annual cost-of-living adjust-
ment, from July to January. The Jan-
uary 1984 Increase Is guaranteed, even
if Inflation Is Insufficient to trigger
the increase under present law. A sta-
bilizing device starting In 1988 would
base annual benefit adjustments on
the lower of wage or price advances,
but only if the trust fund ratio is lower
than 20 percent or about 2 months of
benefit payments. If the trust fund
ratio subsequently rises above 32 per-
cent, these reductions in COLA's
would be paid back,

Now, Mr. Chairman, I think many
people have underestinted the im-
portance of this proposal. It is not as-
cribed any fiscal impact by the actu-
aries, because It is assumed that the
fund will never get down to 20 percent
again. We all know that we have made
incorrect assumptions in the past, but
as a safeguard this stabilizer is a tre-
mendously Important and significant
part of the package, regardless of opti-
mistic assumptions about its fiscal
Impact.

The remaining 10 percent of the
short-range solution comes from gen-

eral revenue transfers to the trust
fund to reflect the unpaid taxes on
gratuitous military service wage cred-
its and the amount of social security
checks that were never cashed. In the
future, the trust funds will continue to
be reimbursed for unnegotiated
checks.

In combination, the short-range ele-
ments have a significant long-range
impact, amounting to about two-thirds
of the 2.1 percent of payroll estimated
long-range deficit. The bill resolves
the remaining 0.7 percent of payroll
deficit through a combination of a 5-
percent benefit reduction and a 0.24-
percent tax Increase, both of which
would occur after the turn of the cen-
tury.

When the time comes, however, I
intend to vote for the amendment to
be offered by the gentleman from
Texas (Mr. PIcxI.E) that would substi-
tute for the long-range solution in the
bill. There are serious demographic
problems in the next century. We have
a population bulge going through our
society like a pig through a python,
and that population bulge Is, of
course, the post-World War II baby
boom. When this group reaches retire-
ment age, we have what is called a de-
mographic problem. The amendment
of the gentleman from Texas (Mr.
Picxrs) would sensibly offer a demo-
graphic solution. The so-called baby
boom will be retiring and longevity
will continue to increase, In all proba-
bility, further exaggerating the demo-
graphic problem. Mr. PIcKi.a's amend-
ment would deal with these factors by
advancing very gradually the mini-
mum age of maximum benefits. The
motion warrants support.

To protect the system against possi-
ble unusually adverse economic condl
tions In the future, the bill also in-
cludes a provision, first, to advance tax
collections in a month with appropri-
ate interest payable, and second, to
allow interfund borrowing in the short
term. As a last resort, it directs the
managing trustee to submit a financ-
ing plan to the Congress whenever the
trust funds drop to a dangerously low
level.

This bill includes several other pro-
visions recommended by the recent
Commission, Four of these would in-
crease or otherwise broaden the avail-
ability of benefits to certain widowed,
divorced, and disabled persons, primar-
ily women. Other provisions specify
the procedure to be followed in the hi-
vestment of trust fund assets, require
that social security be removed from
the unified budget, and authorize a
study of the feasibility of establishing
SSA as an independent agency.

From what I have said thus far. Mr.
Chairman, one could Infer that
H.R. 1900 concerns only modifications
of the National Commission recom-
mendations on the Nation's social in-
surance system. I have dwelt upon
that part of the measure because I
consider It the most Important. But
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the bill does include four other seg-
ments of significance.

One covers a wide-ranging set of
technical amendments endorsed by
the administration and developed by
the Social Security Subcommittee
many months ago to deal with some
vexing if not terribly important prob-
lems in title II of the Social Security
Act.

Another part of the bill makes a few
changes in supplemental security
income—the public assistance program
for the aged, blind, and disabled who
are in demonstrated need. SSI benefits
would be Increased $20 per month for
individuals and $30 per month for cou-
ples, effective July 1, 1983. The basic
link with social security cost-of-living
adjustments would be maintained,
however, and SSI recipients would be
paid a delayed COLA increase on Jan-
uary 1, 1984.

A further SSI change would allow
untIl September 30, 1984, a disregard
as income of emergency and in-kind
assistance given by a private nonprofit
organization to an aged, blind or dis-
abled person in need. This Is the so-
called Christmas basket amendment.

ER. 1900 also Includes a 6-month
extension of the Federal supplemental
compematjon program, the FSC pro-
gram. The current FSC program Is
scheduled to terminate March 31. FSC
provides benefits to unemployed per-
sons who have exhausted their regular
benefits and extended benefits. FC
benefits are paid totally by the Feder-
al Government. Therefore, the pro-
gram Imposes no new demands on
State resources.

The number of weeks of FSC bene-
fits Is correlated with the Insured un-
employment rate In the States.

Finally, the bill would bring about
long needed reform in the way medi-
care pays hospitals. Phased out In an
orderly fashion would be the so-caned
retrospective cost-based reimburse-
ment, a system that provides little or
no incentive for hospitals to control
costs or to operate more efficiently,
since the more costs a hospital incurs,
the greater Its medicare reimburse-
ment. In its place, H.R. 1900 would es-
tablish a system of prospective pay
under which hospitals would be pro-
vided an incentive to be efficient and
cost conscious in the delivering of
care.

In addition to appropriate exemp-
tions, exceptions and adjustments for
certain facilities, such as long-tei-m,
public and teaching hospitals, the bill
would authorize the use of State cost-
control systems In lieu of the medicare
system under specified conditions.

These are important bipartisan
changes. They will establish the Gov-
ernment as a prudent buyer of services
and eliminate the current perverse in-
centives of our medicare reimburse-
ment system. I urge their adoption,

In summary, then, Mr. Chairman;
the bill has several important parts in-
volvlng public assistance, unemploy-
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ment compensation and medicare.
Above all, it Is a bill to save our social
security system from the threat of
bankruptcy.

It emerged from the Committee on
Ways and Means on a recorded vote of
32 to 3. Not in many years has major
legislation been blessed with such a
harmonious, bipartisan sendoff. This
reflects, I think, the strong view of
most Members that the social security
crisis must be averted, and soon, and
that this vehicle Is the best one to do
the Job.

I hope this Is the prevailing view,
Mr. Chairman, and that we can move
today to save social security and then
proceed with our other work. We and
the American people need this reas-
suring vote.

Mr. ROSTENKOWSKI. Mr. Chair-
man, I yIeld 1 mInute to the gentle-
man from Ohio (Mr. SEIBERLING).

(Mr. SEIBERLING asked and was
given permission to revise and extend
his remark&)

Mr. SEIBERLING. Mr. Chairman, in
1977 many of us In Congress voted for
a social security flnancthg bill we dis-
liked because we were given a choice
between supporting that bill and let-
ting social security go bankrupt. We
again face the choice of voting higher
and more regressive payroll taxes or
letting the system go bankrupt. Under
the circumstances, I Intend to cast my
vote for the bill before us.

While the bill could be faulted on
many grounds, its worst feature is that
it Increases social security's reliance
on the regressive payroll tax. The pay-
roll tax is just about the worst tax
there is. It increases unemployment by
making it more expensive for employ-
ers to hire new workers. It also in-
creases inflation, since most employers
simply pass the tax increase thrOugh
to consumers In the form of higher
prices.

Furthermore, it violates the princi-
ple that, where possible, taxes should
be based on ability to pay; lower-
income workers pay a higher percent-
age of their income m social security
taxes than the well-to-do. It is truly a
regressive tax.

Yesterday, I placed in the RECOIW on
page H935 a Washington Post article
by Thomas B. EcIsaU examining how
our overall tax system has become less
and less progressive In the past few
years. He notes that social security
payroll taxes are three times higher as
a percentage of Federal revenues than
they were a quarter century ago.
During that same timespan, the per-
centage contribution of personal
Income taxes, which are based on abill-
ty to pay, has remained constant while
the corporate income tax today con
tributes barely onequarter of what it
used to.

This sad situation is made sadder by
the fact that it is unnecessary, There
are other alternatives—reasonable a!-
ternatives—to higher payroll taxes.
One in particular which I have sup.
ported for many years Is to remove
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medicare from payroll tax funding and
fund it with general revenues. More-
over the committee bill does not even
address the serious funding deficien-
cies facing medicare. The actuarial es-
timates provided by the Social Secu-
rity Administration show that the
health insurance trust fund will con-
tinue to decline and be depleted in
about 1990. Thus, even if the commit-
tee bill becomes law, we will still have
to come back in several years to ad-
dress the serious deficiencies in the
medicare program, dealing yet another
body blow to public confidence in the
long-term stability of social security.

Our colleague LEoN PANETrA has m-
troduced legislation that would deal
effectively with both problems. I
strongly urge the Ways and Means
Committee to take that proposal up,
in this session, so we can avoid the
negative Impact of the increase in the
payroll tax and also settle the ques-
tion of funding medicare before it be-
comes a critical problem.

Nor does the bill the House Is consid-
ering today contain the supplemental
Federal pension that will be needed
for new Federal employees and for
Members of Congress who will be cov-
ered by social security beginning next
year. The lack of such a plan is a
major concern to the many Federal
and postal workers whom I have
talked with In recent weeks.

I am gratified by the assurances we
have received from Speaker O'NExu.
and Chairman Foiw of the Post Office
and Civil Service Committee that a
plan will be developed promptly and
submitted to Congress. New Federal
workers being placed under social se-
curity deserve to know that they will
have supplemental. retirement costs
and benefits comparable to those of
current Federal workers. It is abso-
lutely essential that Congress deal
with this question in this session. I
intend to do everthing I can to see
that it does.

01420
Mr. ROSTENKOWSKI. Mr. Chair-

man, I yield 1 minute to the gentle.
man from Illinois (Mr. SAVACE)

Mr. SAVAGE. Mr. Chairman, I
oppose this bill because—just as we
seek to balance the Federal budget on
the backs of the needy to give to the
greedy—we are seeking to balance our
social security system on the backs of
its poor beneficiaries and future
beneficiaries.

If we want to find the money to heal
social security, take It from bombs, not
from bread. Pass a real jobs bill and
put people back to work, and tbei the
unemployed can pay into social ecu-
rity.

Take away our millions of dollars
from the tyrannical El Salvadoran dic-
tatorship with which it is murdering
its citizens. Disengage the United
States from its support of the racist/
fascist South African dictatorship. Do
not cut taxes any further for the big
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corporations and those who earn more
than $50,000 per year.

Divert funds for the MX missile to
retirement benefits. Switch our appro-
priations from nuclear weapons escala-
tion to the health, hospitalization, and
educational needs of the American
people—and there will be no need to
force Federal civil servants' retirement
plans down into social security, but
rather the opportunity to lift social se
curity up to the level of those retire
ment plans.

The hodgepodge of political compro
mise before us did not require any
courage of convictions, but putting the
people first would.

The problem with this bill is not a
matter of adding or subtracting a
dollar here or there, or switching cate-
gories from here to there. We need to
send the whole mess back to commit-
tee where the entire priorities of the
ingredients of our Federal recipe need
to be turned right-side-up.

We must restart by totally rejecting
the upside-down priorities of that
Robin Hoodinreverse in the White
House, rather than merely seeking to
reconcile the differences within them
between Democrats and Republlcami.

Consider the people above power.
Mr. ALBOSTA. Mr. Chairman, since

its inception in 1935, the social secu-
rity system has strived to adhere to
one of the most basic of American
values: the right of a person to live out
his last years with dignity and some
economic security.

In the past few weeks I have trav
eled throughout my rural district in
Michigan and talked to senior citizens,
business people, labor unions, and
farmers about this social security fi-
nancing package that is before us
today. The message they gave me was
clear. Even though this package will
have a great impact on their own indi-
vidual interests, they told me, "Some
thing must be done to keep social secu-
rity solvent: we must all have to
expect to make some sacrifices to
make sure that this is done."

For those of my constituents who
are willing to make sacrifices in order
to insure the dignity and economic se-
curity of our older Americans, I sin-
cerely thank you. Knowing that my
constituents are willing to set aside
selfish interests and have asked that I
do what I feel is best for social secu-
rity and the country, has helped me to
support this very necessary bi-partisan
reform package.

To be honest, there are many parts
of this package I would have difficulty
supporting under other circunstances.

Increased payroll taxes for workers
and the sell-employed and delays in
the cost-of-living adjustments are pro-
visions I could not support under ordi-
nary circumstances. However, the cir-
cumtances we now find ourselves in
demands that we make these difficult
decisions. The bi-partisan agreement
now before us requires that we ai
make sacrifices. A delicate balance be-
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tween tax increases and benefit adust-
ments to insure that soh'ency of the
social security retirement system in
both the short and long term have
been carefully put together. While the
National Commission's report paved
and way for this financing package, I
commend the members of the &b-
committee on Social Securi?y and the
full Committee on Ways and Means
for pulling together this bl-partisan
package, which I feel is a fair and re-
sponsible approach.

I am personally pleased that the
committee chose to Include my bill,
H.R. 1276, which recredits uncashed
social security checks to the trust
fund, as well as includes Members of
Congress under social security and
provides for a tax credit to the self-
employed to offset the costs of in-
creased payroll taxes.

Furthermore, I want to make it clear
that I support the version that came
out of committee because I believe it
to be the fairest, most equitable ap-
proach for strengthening the entire
social security system. In my opinion,
the two amendments offered today by
my distinguished colleagues weaken
this delicate compromise. One amend-
ment returns to the old pattern of tax,
tax, tax. It Is about time we realize
that we cazmot use tax Increases as
our only way out of difficult financial
situations. The other amendment at-
tempts to reduce benefits for future
retirees by Increasing the retirement
age to 87. The reduction in lifetime
benefits could be as much as 14 per-
cent compared to the 5 percent Includ-
ed in the financing package. More mi-
portantly, this increase In the retire-
ment age will have a negative Impact
on women and those who are In jobs
requiring heavy physical exertion.
Based on these factors, I cannot in
good conscience support either of
these amendments.

I would also like to add here that as
a member of the House Post Office
and Civil Service Committee, I will
continue to work to insure the contin-
ued viability of the civil service retire-
ment system.

No doubt, this Is a difficult decision
and one which we will have to live
with for a long time. As such, I feel
that I must vote for the package that I
feel will do the job of maintaming sol-
vency of the social security system
without placing the burden on one
segment of the society over the other.
Therefore, I reiterate my position of
supporting the social security financ-
ing package without amendments and
encourage my colleagues to do the
same.
• Mr. SHUMWAY. Mr. Chairman, it
is with regret that I rise In opposition
to the Social Security Amendments of
1983, and with disappointment that I
find those amendments unacceptable.
Like many of my colleagues, I had an-
ticipated the presentation of this legis-
lation, believing that it would consti-
tute an equitable and responsible
remedy to one of the most important

domestic problems confronting us. Un-
fortunately, the bill fails short of the
desired goal.

Before outlining the details of my
opposition, I would like to stress that
my respect and admiration for the
herculean effort set forth by the Na.
tional Commission on Social Security
has in no way been dimjnlihed. The
task force is to be commended for
achieving a broad consensus ün the
nature of the sstem's financIng prob-
lems, and for etablishing paiarneters
for responsive action. The Ways and
Means Committee is likewise deserving
of recogition for its sincere efforts to
Identify and correct the difficult prob-
lems inherent In social security.

As the ranking minority member of
the Subcommittee on Retirement
Income and Employment of the Select
Committee on Aging, my hope was to
be able to support a fair and workable
measure designed to avert the long-
and short-term deficits projected for
social security. I realize that any bill
presented would have to reflect cer-
tain compromises among the princi-
pals and their constltuences, and I was
quite willing to sacrifice some of my
own preferences for the common goal
of restoring solvency to the system.
However, I find that I simply cannot
compromise enough to make the in-
equitable provisions of this bill accept-
able. The measure violates some basic
premises of the program and estab-.
llshes unwarranted historical prece-
dents. The earned right or insurance
character of the program Is jeopard-
ized, for example. The Introduction of
a means test, general revenue funding
and taxation of benefits can only di-
minish the credibility and self-suffi-
ciency of the program.

One of the most controvemial com-
ponents of the legislation I the provi-
sion for mandatory coverage of all
Federal employees hired after January
1, 1984, IncludIng employees of non-
profit organiatlons, and preventing
State and local governments from
withdrawing from the social security
system. This universal coverage provi-
sion has met with understandable op-
position, because it is very unfairly ap-
plied. For example, only new Federal
workers are to be covered, yet all non-
profit employees are forced Into the
system. In regard to the retention of
State and local governmenl employ-
ees in the system, It Is clear that those
remaining are dissatisfied with the
system: 167,000 local government enti-
ties plan to withdraw from the plan in
the next 2 years. Last year alone,
179,003 nonprofit employees withdrew.
No one who works on Capitol Hill
needs to be reminded of the adamant
opposition of Federal employees to
participation in the social security
system. Perhaps we should consider
reforming the system's structural defi-
ciencies to make it more attractive,
rather than coercing reluctant work-
ers Into a system they view as detri-
mental,

I understand that the Commission
was concerned that serious constitu-
tional questions would result if all
State and local governments were re-
quired to partfripat.e. However, the
Commission did see ft to prevent pres-
ent particlpants from withdrawing. It
seems to me that a prohibitjo against
witbdras ails just as much mandatory
coverage as forced enrollment would
be, and that constitutional questions
may still arise. The power of Congress
to tax the States to affect certain tra-
ditional State functions under the
10th amendment seems likely to be
questioned.

Nonetheless, If universal coverage is
to be enacted, then I am pleased to
note that the committee has mandat-
ed coverage for Mçmbers of Congess,
the President, the Vice President, Fed-
eral judges, and political appointees.

Three major revenue proposals are
contained in the bill which will impact
every person In the labor force, every
business, and millions of current social
security benefit recipients. Next year,
for the first time, social security bene-
fits will be subject to Federal income
tax If this bifi is enacted. In 1984, a
portion of social security benefits and
railroad retirement tier one benefits
will be treated as taxable income for
persons with adjusted gross income in-
cluding 50 percent of social security
benefits in excess of $25,000 for indi-
viduals, $32,000 for married couples
filing jointly, and zero for married per-
sons filing separately. It Is unfortu-
nate that the committee left unre-
solved the problem resulting from the
notch for taxpayers with adjusted
gross income in excess of the thresh-
old wIth 50 percent of their social se-
curity benefits included in taxable
Income, while those below the thresh-
old would escape additional taxes en-
tirely. The tax burden will be distrib-
uted unfairly. Additionally, the meas-
ure may encourage a reduction In tax-
able Income through reduced work
effort or the transfer of assets to tax-
exempt instruments, The proposal
would tax those who have saved for re-
tirement and would, for the first time,
Impose a means test on social security
benefits.

A second revenue proposal would in-
crease OASDI tax rates for the self-
employed to the combined employer-
employee rate, as well as SECA tax
credits to offset part of the tax
burden. Smafl businesses may suffer
substantial cost increases as a result of
this revenue Increase. The proposal
also threatens to exacerbate unem-
ployment and delay economic recovery
further in the small business sector.

Finally, the conunittee recommends
an acceleration of the FICA tax in-
creased mandated by the 1977 amend-
ments. The bill provides a one-time
tax credit of 0.3 percent of compensa-
tion against the 1984 employee FICA
taxes. Payroll tax Increases have
become a convenient source of needed
revenue for the social security trust
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funds, but their virtues have been ex
tolled far beyond the realistic abilities
of those tax Increases. I recall that, In
1977, then-President Carter stated
that the massive payroll tax increases
contained In the 1977 amendments
were "the guarantee that, from 1980
to 2030, social security funds would be
sound." The fact that we are here In
this Chamber today debating the need
for still more revenues seems to cancel
Mr. Carter's "guarantee."

Another objectionable feature of the
bill Is the proposal to modify the cost-
of-living adjustment (COLA). The
June 1983 COLA would be delayed
until December, and all subsequent
COLA's would be payable on a calen-
dar year basis. It s grossly unfair to
change the rules for those afready de-
pendent upon social security, particu-
larly the low-income elderly who rely
upon social security and the COLA as
their sole source of Income. If COLA is
to be the instrument of salvation for
social security, then we in Congress
should review the methodology for
computing the Consumer Price Index,
and should evaluate its applicability to
the true cost of living for older Ameri-
cans. Such an evaluation may lead to
more realistic and cost effective means
of calculating cost-of-living adjust-
ments.

There are certain provisions of the
bill which have my support. Improving
benefits for surviving divorced or dis-
abled spouses who remarry is one such
positive irovbon increased benefits
for disabled widows and widowers Is
another. Benefits would be increased
for widows whose husbands had died
several years before the widow was eli-
gible for benefits. Divorced individuals
would be allowed to receive spouse's
benefits at age 62 whether or not the
former spouse had retired. I am also
pleased that title Ill of the bill in-
cludes miscellaneous and technical
provisions to eliminate gender-based
distinctions under social security. The
gentleman from Texas (Mr. PIc1aE), is
to be commended for his endeavors to
remove from the system inequities
against women.

Another feature of the bill which I
endorse Is the provision to place each
of the three trust funds within the
unified budget as separate functions
and, in 1988, to remove those trust
funds from the budget altogether. I
strongly endorse the off budget ap-
proach.

However, those positive components
of the bill do not weigh heavily
enough to offset its inequitable provi
sions. In essence, the legislation before
us is another example of the treat-
ment of symptoms, rather than the
curing of causes. The social security
system has many faults and negative
aspects which must be corrected, not
masked. The very structure of the
system is In need of reform and revi-
sion and, until such time as those
structural weaknesses have been prop-
erly corrected, I fear that social secu-
rity will be continually plagued with

ills. I am opposed to the bilL and I am
sincerely regretful that It simply not
enough.

Thank you.•
• Mrs. SCHNEIDER. Mr. Chairman, I
rise today in support of th buD H.R.
1900. There is no question that there
are portions of the bill that I am very
unhappy to see become law. Yet as so
often is the case with major0 landmark
legislation, we are faced with a pack-
age composed of many small parts, In
order to reach enough of a consensus
to save the system, It becomes neces-
sary for all of us to accept some provi-
sions we do not favor in order to ac-
complish the need for both Immediate
and long-term relief for the social se-
curity 8ystem.

Mr. Chairman, I must honestly say
that I am most impressed with the
quality of debate in this Chamber
today. However, we must not lapse
into complaceny with passage of this
bill. I, for one, must insist that we con-
tinue to monitor the welfare of the
Federal worker, the disabled recipient,
and the medicare beneficiary. I am dis-
turbed by the statements of some of
our colleagues to the effect, "Sure,
this is a difficult vote, but do it now
and this is the last time we will ad-
dress social security during our life-
times."

Let us remember that we have com-
mittees whose responsibility it Is to
closely follow the welfare of those re-
ceiving social security, dlsabfflty, and
medicare benefits. We must not ne-
glect this very Important responsibili-
ty, and we must reassure the American
people that we would not enact this
package and forget about them

Mr. Chairman, yesterday I asked the
Rules Committee to permit greater
debate on some Issues affecting the
system, particularly with respect to
coverage of Federal workers and
delays in COLA adjustments. I certain-
ly am disappointed that the Rules
Committee failed to permit votes on
these subjects, and I implore the com-
mittees to give due attention n the
coming months and years to the effect
of these measures with a view toward
correction, if necessary.

Mr. Chairman, again, with these res-
ervations and cautions to my col-
leagues, I will vote for this package.
But let us not forget that one of our
major responsibilities Is oversight—
and that we have a duty to insure that
the result of this Ieg1s1atioiri s that
which was intended when It was draft-
ed.•
• Mr. QEJDENSON, Mr. Chairman, I
rise today In oppositioxi to H.R. 1900,
the Social Security Act Amendments
of 1983.

I oppose the bifi because I believe
that the Congress has, over the past 2
years, missed numerous opportniths
to bring progressiveness to the Na-
tion's tax structure, and thtD by pass-
ing this package as it now stands, we
are missing yet another opportunity to
enact a progressive tax policy0

March 9, 1983
My colleague from Connecticut, Mr

MoiuusoN, and I had hoped to propose
an amendment to the legislation that
would have, In our estimation, made it
far more equitable. Our amendment
would have removed the cap from th
taxable wage base for both employers
and employees, a move that would
have raised approximately $80 billion
for social security between 1984 and
1990. In addition, we would have re
moved the language for the 6-month
COLA delay and the lnc1usioi of Fed
eral new hires from the bill. Our pro
posal would have raised approximat1y
$27 billion more for social security
than does the inclusion of those two
provisions.

Not only would our alternative have
saved more money, but it would have
done so in a far more equitable fash
ion. The Congress, over the past 2
years, has ailowed a number of regres
sive tax proposals to be enacted, and
has basically lost the opportunity to
go back and make the tax cut progres-
sive. In the face of huge Government
deficits, the President continues to
propose regressive tax measures such
as the gasoline tax. We have rolled
over and played dead too long while
the President's policies benefiting the
rich and denying the poor have
become the law of the land.

Our proposal would have given Con-
gress the opportunity to bring progres-
sive tax treatment to the social secu-
rity. system—a move that Is long over-
due..
• Mr. FAUNTROY. Mr. Cha1rman I
use in opposition to title I of section
101(a) of H.R. 1900 which provides for
the inclusion of new Federal emp1oy
ees hired on or after January 1, 1984
into the social security system.

I am also deeply disappointed that
the rule under which we are debating
the Social Security Act of 1983 does
not permit a vote on the Inclusion of
new Federal workers Into the social se-
curity system.

The civil service retirement system is
being put at risk in order to bail out
the social security system. Is not the
Inclusion of Federal workers into the
socia' security system a case of rob-
bing Peter to pay Paul?

The civil service retirement pay as
you go system will not be able to func
tion if new Federal workers are not
added to the system. This provision to
incJude Federal workers could mean
that when current Federal workers
retire there will not be a new genera-
tion of Federal workers to contribute
to the program.

Federal employees have correctly
argued that the only way to insure
benefits for Federal workers Is for the
Government to put additional billions
Into the civil service system.

Mr. Chairman, what we are engaged
in is a shell game. This proposal will
provide no significant contribution to
the solvency of the social security
system
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The estimates of the additional rev•

enues that the Inclusion of new Feder-
al workers are greatly exaggerated.
The Congressional Budget Office has
estimated that revenues deriving from
the nc1usion of new Federal workers
could be as low as $4.9 billion in the
short term. Over the longer period,
many believe, that the social security
ystein, will lose money when Federal
workers begin to receive social security
benefits.

Government costs emanating from
hLs provision will increase as the Gov-
ernnient begins mtch1ng Federal em-
ployce's social security taxes and
aymg for the new retirement system
to supplement social security benefits.

Additionally, the Govermnent would
experience a Ios n revenue as taxable
civil service retirement benefits are re
placed by nontaxable social security
benefits.

Again. Mr. Chairman, I wish to ex-
press my disappointment that the rule
under which we are operating wifi not
permit a vote on this very unwise pro
vision.

Mr. WALGREN. Mr. Chairman, I
want to add my support for the Social
Security Act Amendments of 1983.
This legislation, a careful compromise
which earned the support of many di-
verse groups, promises to place social
security on a sound financial basis well
hito the next century and provide us
all with a basic income In our retire-
ment years.

In talking to many of the people I
represent, it is clear to me that the
greatest reservation the public has Is
the belief that social security will run
out of money again in the near future.
After all, they say, we were told in
1977 that the tax increases the Con-
gress then approved would keep the
system sound into the 20th century.
And, look what happened. The system
s bankrupt In less than 5 years.

However, unlike the 1977 amend-
ments which proved to be fnadequate
because of the unexpected double
burden of severe inflation and unem-
ploynient of the past decade, th1 bill
contains important automatfc stabiliz-
ers which will do much to Insure fi-
nancial stability. Beginning In 1988, If
the trust funds decline below a reason-
able level, the cost-of-living benefit
would automatically be reduced to the
'ower of the consumer price hidex In
crease or the !ncrease In average
wages. This will prevent depletion of
the trust funds in times o rapid nfla-
tion and sluggish economic growth,
when prices outstrip wages. When the
funds recover, a "catch-up" benefit
yment would be made.

Passgge of this bill demonstrates the
commitment of the Congress to the
fundamental structure and principles
of the soca1 security program. It s im-
portant to keep in mind that the prob-ens confronting social security
merely ieflect the changes In our soci-
ety. Most important of these is that
we are an aging society with longer
life expectancies and lower birth rates.

In 1950, there were 16.5 workers sup-
porting each social security benefici-
ary; today there are only 3.2. Life ex-
pectancy for males has risen from 65
to 1950 to 70 in 1982. It is only to be
expected that we must set aside more
of our resources to meet the increased
needs an aging population requires
from our society. To think that we can
avoid increasing our contributions and
believe that basic social security bene
fits can be maintained, is lmply wish-
ful thinking.

Finally, I believe it is most thipor-
tant that this bill requires universal
participation and coverage In social se-
curity. Eveiy American without excep-
tion, nc1uding the President and each
Member of Congress, will now be re-
quired to pay social security taxes.

No one will be able to point to
anyone else and say they are not bear-
ing their fair share. Each of us will
know that that, whatever burden we
are bearing, it is only our fair share
when we think about what everyone
else is paying.

Mr. Speaker, the importance of con-
tinuing a healthy social security
system was especially well put by a
constituent of mine. In a recent letter
to me, she wrote:

Dear Mr. Walgren: I am a senior citizen.
My total Income Is $478 of social security
and $5.O benefit from the veterans adinin-
!stration which I get along on, paying $209
rent in addition to my gas, electric, phone
and medical Items. I also keep my life insur-
ance as well as Blue Cross up each month. I
dropped my Blue Shield because I knew I
couldn't do it, but I manage okay. I am 76
years of ge and have been a widow for 7½
years and I feel very lucky to be able to take
care of myself so I see no reason for people
with $20,000 or more should complain about
having tax taken for social security when
they know the condition of our great coun-
try. Let everyone help as much as they can
and be happy doing so.

I don't live In a shabby neighborhood and
am not &shamed to bring anyone Into my
apartment. If they would only bring food
prices down a little it would help a great
many people. I am thankful for everything I
have. My late husband worried how a frail
person like me would even exist after he wa
gone. But I did it and am contented. Sure, I
must sacrifice some times but It never hurts
me to do so.

God bless you and your fellow representa-
tives.

I can think of nothing more important
than that the Congress keep the social secu-
rity system sound.
• Mr. WIRTH. Mr. Chairman, social
security affects virtually every Ameri-
can n a direct and important way. It
as been remarkably successful at
achieving its central purpose of keep-
thg senior cltizen from living in dire
poverty. t h& provided a basic fLoor
of hicome for retired Americans and
has given working people the security
of knowing they will not be destitute
when they grow old. It is our country's
largest. soc program, the result of a
social compact we made In the dark
days of the Depression.

Because ociai security 1s of such
profound ünportance to all Americrs,
our overriding goal today must be th

insure its solvency, both for people
now receiving benefits and for people
now paying Into the system. As we
know, that solvency is threatened—
social security Is expected to need $150
to $200 billion between now and the
end of the decade to stay healthy.
Social security checks are now literally
being sent out on borrowed time, time
which will expire in July. If we fall to
act today In approving this plan, we
run a very real risk of letting that
time expire and letting a lifeline for
millions of older Americans expire too.

What the President's Bipartisan
Commission on Social Security accom-
plished m achieving consensus on a
package of reforms is nothing short of
remarkable. This group, appointed by
leaders of both parties, moved beyond
the simplistic rhetoric m which many
had engaged. Through more than a
year of hard work and negotiation,
they put together a realistic and bal-
anced package. They deserve deep
thanks from all of us.

One of the hallmarks of a true com-
promise is that there is something in it
that everyone does not like. That is
certainly true of this package. Each
member of the Commission, acting in-
dividually, would have written a differ-
ent plan. The Commission Is asking
for some sacrifice from nearly every
American. But the reason their work is
so impressive is that they do not ask
an unfair sacrifice from any one
group. Their compromise strikes a
fragile balance between a number of
competing and legitimate interests. If
we turn it down today, there is certain-
ly no guarantee that groups now un-
happy with parts of the package
would be more satisfied in the future.
Indeed, there is no guarantee that an-
other compromise could be reached.

When the Commission's plan was
Issued in January, I decided that
before making my decision on whether
to support it, I would consult broadly
with my constituents. Through news-
letters to each home in my district, I
explained the major parts of the plan,
and outlined arguments for and
against each part. Hundreds of
Coloradans took time to communicate
with me about social security, and
their thoughts were very helpful.
Some of their feelings were touching—
seniors livthg barely above the poverty
line who wrote that a 6-month delay
in their COLA's was a necessary part
of keeping social security healthy, cur-
rent workers stating that a gradual
speedup In their payroll taxes was a
reasonable part of the needed solu-
tion, and many others.

Other constituents shared their con-
cerns about parts of the package: Fed-
eral workers concerned about the
future of their retirement system,
small business people worried about
the effect of the tax hikes on their
businesses, working taxpayers who are
feellng the brunt of ever-rising taxes,
and others.
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The level of response to my request

for thoughts of constituents on social
security was heartening. It underlined
for me how important this Issue Is to
millions of Americans. I fully under-
stand the concerns of people opposing
this plan, but I believe it is in the best
broad national Interest to support it.

While I share the concern of some
senior citizens who are worried that a
6-month delay in their annual cost-of-
living increase In the next 6 years will
Increase their economic hardship, this
proposal has been coupled with re-
laxed eligibility for supplemental secu-
rity income so that low-income seniors
will be protected. Its effect on senior
citizens will be far less than many
other proposals to cap or cut the
annual inflation adjustment. Alterna-
tive suggestions to use general rev-
enues to shore up the system are un-
tenable In this era of multibillion
dollar annual Federal deficits, and
social security must not be mixed Into
the annual political pressures to
reduce Federal spending.

Some Individua]s have expressed
concern about the gradual speed up in
already scheduled tax increases
through the rest of this decade. Cer-
tainly all of us are feeling the burden
of these difficult economic Umes and
are not pleased about the size of our
tax bite. But again, this proposal was
far more moderately designed than
others which were considered by the
Commission to speed up these tax
rates much more dramatically.

One of my major principles in look-
ing at this Issue has long been that
there must be a fair and careful bal-
ance between the revenue side of the
social security trust fund—affecting
current workers, and the benefit side
of the trust fund—affecting current
recipients. I find this basic balance In
the combination of the delayed COLA
and the very gradual speedup of
scheduled tax increases.

Federal employees have been among
the most vocal in opposing ljhe provi-
sion to Include new Federal employees
in social security, because of its poten-
tial effect on their retirement system.
I opposed the 1977 proposal to bring
current and new Federal, State, and
local employees into the system, be-
cause I believed then, and still do, that
these people are entitled to benefith
promised them when first hired. But
the plan before us today would not
affect the retirement of any current
Federal worker, nor would it affect the
other retirement plans of State and
city workers who are not included in
the social security system. There are
discussions now under way to develop
a supplemental pension plan so that
future Federal employees are treated
essentially the same as workers in pr-
vate industry, who usually have a re-
tirement plan in addition to social se
curity. Federal workers are concerned
that because fewer people will pay
Into their retirement program in the
future, benefits may have to be re-
duced. But the Federal retirement pro-
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gram has never been a pay-as-you-go
system like social security, and nor
will it become one. Of the $19 billion
paid to Federal retirees last year,
about $4 billion came from contribu-
tions made by retirees, and $15 billion
came from general Federal revenues. I
will continue to support Federal work-
ers on the range of other Issues on
which they are under attack by ths
administration, and I will continue to
work to insure to solvency of the civil
service retirement system for all cur-
rent Federal workers and retirees.

Additionally, I was pleased at a pro-
vision added by the Ways and Means
Committee to include the Presidents
Vice President, Members of Congress
and Federal judges, in the social secu-
rity system. This is something I have
been urging for years, and it Is long
overdue.

I was also pleased that the commit-
tee added long-range benefit and tax
rate changes to the overall plan, in
order to address the funding problems
social security will face early in the
next century when the post-World
War II "baby boom" generation
reaches retirement age. I believe the
committee language is reflective of the
fairness and compromise that has
characterized the debate on this
touchy political Issue since the Com-
mission's plan was Issued. Like the rest
of the plan, the committee's proposal
would address both the benefit and
revenue side of the social security
funding picture by calling for raising
taxes in the year 2015 and for reduc-
ing the bend points, or replacement
ratio, by 5 percent between the years
2000 and 2008.

Because I believe the committee
struck a fair and reasonable compro-
mise on this long-term issue, I will
oppose both the amendments being of-
fered today by my two distinguished
colleagues.

The amendment by my colleague,
Mr. PEPPER, would ask that taxpayers
bear the full load of the long-term f i-
nancing problem, while the amend-
ment by my colleague Mr. PICKLE
would ask older Americans to bear the
full load, by penalizing those who
retire before age 67, without provi-
sions for those who must retire early
for health reasons. Instead, I hope we
will preserve the careful balance in
this plan as reported by the commit-
tee, with this long-term funding
burden fairly shared, and oppose both
amendments.

Mr. Chairman, we as a society decid-
ed two generations ago to enact true
social security in which all share in
the benefits and all share h the costs.
This system has served our country
well over the years, and if we pass this
carefully crafted co1i'prorn3e today,
social sPcurity wifl continue to serve
our country well for the foreseeable
future. Thanks to- a great deal ef hard
work, we have the opportunity to act
today to solve the problems of this
huge program in a way that is fair and
sound. It will insure that benefit
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checks continue to go to current recp-
ients, and that they will be available in
the future for people now paying
social security taxes. It will ask for
sacrifice from all of us, but it will also
offer benefits to all of us. It is in th
best interests of all 230 million Amen-
cans to pass this social security reform
package today.•
• Mr. RODINO. Mr. Chairman, I rise
m support of the Social Security Act
Amendments of 1983 and of the
amendment to be offered by our dis-
timguLshed colleague, Chairman
CLAUDE PEPPER of the House Rules
Committee.

We all know that the social security
system is facing grave financial prob-
lems, both in the short term and in
the long term.

Unless we act expeditiously, benefits
cannot be paid this coming July.

This most urgent problem ha cre
ated fear and distress for the millions
of our retired citizens who rely for all
or part of their income on social secu•
rity benefits. It is Imperative that we
act to assure the payment of beneffts
and to restore the confidence of
Americans in the integrity of the
social security system and in their
Government's commitment to its solO
vency and future status,

As reported by the Ways and Meafl5
Committee, the bill will raise $165 bil
lion through the end of this decade
which is expected to eliminate the an
ticipated deficit in social security trusi
funds.

For the long-term deficit, the corn
mittee bill would result in a reductior
In benefit levels. I believe Chairruar
PEpp1's amendment, to institute 1

payroll tx increase of 0.53 percent Ir
the year 2010, Is a far better and fafre
way to resolve the problem.

Taken Individually, there are provi
sions of this bill I would strongl
oppose. For example, it Is d!stresint
that the blU will delay the cost-of
living adjustment In benefits for
months.

But over-all, I believe the balance o
tax increases, benefit reductions,
limited use of general revenues, an
the expansion of coverage to new Fed
eral employees and others Is the bes
possib]e compromise that coiild b
worked out to resohie the social secu
rity crisis.

Another provision that has cuse
me much concern is the effect of ir
cluding new Federal employees in th
social security system on the futur
benefits of current Federal employee
who would continue to be covere
under their separate civil service r
tirement system. T'e Governnier
workers raised the very valid questic
of what would happen to their futu
benefits if new Federa' emp1oye
would not be making centributions I
the civil service retirement fund.

I am reassured that this will n
become a prob!em. As Chairman Foi
of the House Post Office and Cii
Service Committee has told us urii
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this debate, civil service retirement
coverage is mandatory for all Federal
employees. This is not changed under
this bill, so new employees would,
upon entering Government service,
join the retirement system existing in
their agency and be making contribu-
tions to the civil service retirement
fund. In addition, the Speaker and
Chairman Foao and Rossj
have stated their opposition to "any
proposal which would threaten or ad-
versely affect the financial integrity of
the civil service retirement fund, or
the ability of that fund to continue to
pay benefIts promised to participants
in the civil service retirement system."

It is my conviction that the final
supplement retirement plan developed
for new Federal workers will be fair to
them and will assure the payment of
the scheduled retirement benefits of
current Government employees. I will
certainly do all in my power to carry
out this commitment,

Mr. Chairman, separate parts of this
bill constitute sacrifices by different
groups of our citizens—the retired
whose COLA's are delayed and our
working citizens whose payroll taxes
will rise. But taken as a whole, H.R.
1900, with Chairman PEPPER'S amend-
ment, is a balanced and fair resolution
of the critical problem of restoring so!-
vency to the social security system for
the near term and over the next 75years
• Mr. SISISKY. Mr. Chairman, our
action today on the social, security
reform proposal presents the Congress
with as grave a responsibility and as
serious a vote as I ever expect to make
during my service in this body.

The proposal developed by the bi-
partisan National Commission on
Social Security Reform has been care-
fully considered by the House Ways
and Means Committee under the able
leadership of Chairman Roarsw-
KOWSKI. Extensive hearings have been
held and a very comprehemive consid-
eration of all the specific recommen-
dations has now been completed. Sev-
eral aspects of this proposal have been
troubling to me and my colleagues,
and to the people we represent,

One part of the proposal which has
been of great concern to many workers
in my own district is the requirement
that all new Federal employees par-
ticipate In the social security system
effective January 1984. Although cur-
rent Federal employees will be totally
exempt from this requirement, there
continues to be much legitimate con-
cern and confusion over the impact of
this particular requirement, Two Im-
portant points should help allay these
concerns.

First, the Social Security Commis.
thou has recommended that Congress
develop a retirement plan that would
supplement the benefits new workers
will receive from social security. The
Post Office and Civil Service Commit-
tees will soon begin to consider the de-
tails of such a plan,

Second, and most Important perhaps
for current Federal workers, Speaker
O'NSXLL and the chairman of the
House Ways and Means Committee
and the Civil Service and Post Office
Committees have pledged to, oppose
any efforts that would adversely affect
the ability of the civil service retire-
ment system to pay promised benefits,
Federal workers' retirement benefits
will be protected In the future, just as
they are now, by the willingness and
commitment of the Congress to appro-
priate the funds necessary to pay for
those benefits.

I share that commitment, that
pledge, and that willingness to act to
protect the benefits which Federal em-
ployees have worked hard to earn and
have rightfully come to rely 1pon as
they plan their retirement futures.

Objections have been raised to other
aspects of this social security reform
package. The House Ways and Means
Committee has heard and well consid-
ered all of these objections, as have I.

Because the social security proposal
is a compromise, It contains parts
which, if considered alone, I would not
support. Many of my colleagues share
this opinion. But as a responsible legis-
lator, I believe that my first responsl-
bility Is to insure that social security
recipients do not experience any inter-
ruption In the flow of benefits. For
fully one-third of those currently re-
ceiving a social security check, that
check Is the sole source of Income.
These recipients and millions of others
live from one check to the next and
would suffer even greater hardships if
the system failed. I also believe that
the Federal Government has an obli-
gation to today's workers to insure
that their Investment and expecta-
tions are protected.

Despite my reservations about ape-
cthc parts of this proposal, I do believe
that this bill has been designed so that
no one group In our country Is asked
to make unbearable sacrifices In order
to protect the social security system.
All groups must sacrifice a little to ac-
complish this goal as fair a manner as
possible.

On the whole, I believe that the
benefits of this reform package far
outweigh the sacrifices called for In
the proposal. For the first time, Mem-
bers of Congress will also be required
to contribute to the social security
trust fund. Certainly, the Congress too
is showing its strong personal commit-
ment to the system and to its solvency.

Perhaps, there Is no better demon-
stration of our democracy and the
need for compromise among conflict-
ing interests than our work on this
proposal. I believe that this Is the only
way we can insure that this Govern-
ment will be able to honor the com-
mitments we have made for a system
which is so crucial to the lives of mil-
lions of Americans.
• Mr. BILIRAKIS. Mr. Chairman, I
am distressed at the manner In which
the U.S. House of Representatives, in
its handling of the social security re-
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form package today, violated its own
tradition as a deliberative body.

Not Only was the debate on this cru-
cial Issue limited severely by the rule
under which it was considered, but the
vote on the rule Itself was handled In a
most undeilberat Ire way.

I opposed the rule under which the
social security bill was considered, I
opposed it because I wanted the oppor-
tunity to debate, fully and openly,
some of the more controversial sec-
tions of the package—part1cu1ar the
issue of universal coverage.

I am opposed to bringing Federal
employees into the social security
system because it violates the contract
under which these employees have
been working.

As a former civil service employee of
the Federal Power Commission, I
know of many Federal employees who
turned down better paying jobs in the
private sector because they wanted the
security their Federal pension pro-
vides.

Now, because of the actions we took
here today, that penslo may be jeop-
ardized.

And yet this specific issue was not a
subject on which we could vote. The
rule precluded such a vote, just as it
precluded a vote on delaying this
July's scheduled cost-of-living adjust-
ment, advancing tax rate Increases,
and on the taxing of social security
benefits for Individuals whose earned
income reaches a certain level.

Now, I realize that opening the
whole social security package 'to
amendments can-led with It the risk
the bipartisan spirit behind the pack-
age could be lost, but I still feel dis-
mayed that I was not given the oppor-
tunity of voting on the various ele-
ments of the package.

This program Is too important to too
many segments of our economy to be
handled In such a maimer.

We should have been allowed to vote
on each and every segment of this
bill.e
• Mr. KASTENMEIER Mr. Chair-
man, like many of my colleagues, I am
certain, I have weighed the pluses and
minuses of this legislation carefully,
We all recogrnze the vital Importance
of acting on some package to assure
the solvency of the social security
system for current and future benefici-
aries. We all, also, share the desire
that whatever burden is Imposed In
order to achieve that solvency be
spread as evenly and as fairly as possi.
ble so that no one group suffers an
undue portion of the sacrifice that Is,
by necessity, required to achieve this
goal.

I believe that the National Commis-
sion on Social Security Reform and
the Ways and Means Committee have
attempted to fashion as fair and as bi-
partisan an approach as is likely possi-
ble. Nonetheless, I have had problems
with portions of this bill, some of
which have caused me at times to feel
I would vote against the package,
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I am concerned with the impact of

the delay In the cost-of-living Increase
for current beneficiaries, particularly
those receiving minimal benefits and
hope that every effort will be made to
assure that the Increase In 881 pay-
ments will help to compensate for the
COLA delay imposed on particularly
low income social security recipients.

The impact of the increase In tax.
atlon for the sell-employed, especially
sfnall business people, is also a source
of concern to me, and I sincerely hope
that the tax credit provided the sell-
employed against their taxes will be
adequate to help offset the increased
burden, but I still have doubts—espe-
cially, after the 2-year duration of the
tax credit.

Of particular concern to me has
been the impact of the provisions ex
tending social security coverage to new
Federal employees effective January 1,
1984. LIke many, I have questioned the
Impact of such a provision on the via-
bility of the civil service retirement
system for those who will rely on that
system for their future retirement
benefits. Questions have been raised
as to whether the system will ulti-
mately go bankrupt because of the
lack of contributions by new Federal
employees.

In my view, this has been a serious
enough issue that I had considered
voting against the bill solely because
of that threat. In an attempt to gain a
better perspective on just what this
provision will mean to the future of
the civil service retirement system, I
spoke at length with the chairman of
the Post Office and Civil Service Com-
mittee, the gentleman from Michigan
(Mr. Foan) who was of Immense assist-
ance In helping to put this entire
matter Into better focus, and who has
greatly assisted me in clarifying some
misconceptions that have been pro-
moted as arguments against such
extension of coverage.

As I now understand this legislation,
while new Federal employees will be
required to contribute to social secu-
rity effective January 1, 1984, they
will also be required, as Is- currently
the case, to contribute to the civil serv-
ice retirement system. Therefore, con-
trary to the claims by many, the con-
tributions of new Federal employees
to the CSRS will not be lost.

However, this does not alleviate an-
other serious concern, namely, wheth-
er these new Federal employees will
therefore be forced to bear an unduly
heavy financial burden because of the
necessity of dual contributions to both
systems, amounting to a total of about
14 percent of their salaries, at the
outset, a very large assessment,
indeed.

Because of this factor, I am assured
by Mr. Foa and the House leadership
that every effort will be made to Im-
plement a mini-program whereby new
Federal employees will have, instead, a
supplemental program under the civil
service retirement system, permitting
contributions at a lesser than full rate

of 7 percent. While the contribution
burden will still be more than if they
were required to participate In only
one program, they will also have the
advantage of comparably higher re-
tirement benefits through the two
pension programs when they finally
do retire.

I am further assured that every pos-
sible guarantee will be made that the
Federal Government will contribute
whatever will be necessary to assure
expected benefits for current Federal
employees when they do retire. As we
all know through studying this Issue,
the General Treasury already contrib-
utes upward of 80 percent of the total
needed to meet benefit obligations.
Hopefully, under this new system,
that contribution need not be signifi-
cantly higher than it Is today.

Because of these assurances regard-
ing the future preservation of the civil
service retirement system for those
who must rely on that system for their
retirement income, I have decided
that, on balance, this is a supportable
bill.

However, I also believe that some
questions which I have raised, includ-
ing assurances that adequate funding
for the CSRS will be guaranteed for
future years to come, must be ad-
dressed. I further believe that the
Congress must closely monitor the
impact of the dual contributions re-
quired of new Federal employees to
assess the financial impact of such re-
quirements, particularly on those at
the lower rung of the GS ladder.

Mr. Chairman, on a final note I want
to make the observation that Federal
employees have been perhaps the
most unjustiliably maligned group of
workers In this country. For the most
part these civil servants are hard
working and dedicated employees who
earn every dollar they make. They
have continually been singled out for
undue sacrifices ever time we face eco-
nomic problems in this country. And,
again, this administration has pro-
posed asking more sacrifices from
them by urging Increased contribu-
tions to their retirement systems,
freezing their wages when they have
already been held to COLA increases
far less than the cost-of-living in-
creases for several years resulting In a
lag of 14.47 percent behind the private
sector as of October 1982.

If such actions continue, we will
clearly come dangerously close to
bringing reality to the myth that Fed-
eral employees are poorly qualified
workers by making Federal employ-
ment so unattractive that we will be
unable to find qualified persons to fill
Government positions. Already studies
show that Federal workers are paid an
average of 20 percent less than compa-
rable workers in the private sector and
If the recommendations of this admin-
istration are adopted, they will fall
even further behind.

I hope that bringing Federal em-
ployees under social security will quiet
some of the criticism that they are
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somehow a privileged class. I hope,
even more, that we will finally cease
treating Federal workers like second-
class citizens.

Mr. Chairman, I sincerely hope that
with this legislation, and with what I
assume will be comparable action by
the Senate. we will adequately address
the short-term needs of the social se-
curity system. I trust that this pack-
age will relieve the concern held by
many that there will be no money in
the trust funds when they retire.

Whether the long-term needs of the
system will also be met by whatever
legislation is ultimately sent to the
White House for the President's signa-
ture, remains to be seen.s
• Mr. GONZALEZ. Mr. Chairman, I
cannot support this bill.

On principle, it Is wrong, in that It
makes fundamental and probably li-re-
versible changes in the nature of social
security. For the first time, it places a
tax on certain recipients, in effect cre-
ating a means test for beneficiaries.
This ultimately means that the pro-
gram will not be seen as an insurance
program wherein all premium payers
are treated equally, but as a welfare
program in which some are treated
differently from others, based on a
test of need. Naturally, we are told
that only a small percentage of recipi-
ents will be subjected to this new tax,
but the principle will have been set,
and that principle Is clearly to trans-
form the basis of social security from
an Insurance program into a means-
tested welfare program. We will see
that in the future, when the program
Is in trouble, the means test will be ex-
panded, the number of people with
drastically reduced benefits will in
crease, and public support for the pro-
gram will fall off. It Is a small provi-
sion, this tax, but its meaning and por-
tent are vast, and It Is fundamental to
the whole future of social security as
we know and understand It today.

On principle, I cannot support a bill
that Is drawn up in a matter of days,
when we know that the recommenda-
tions behind it were arrived at only
after months of struggle, and then
only after the Commission was force-
fed. The issues embodied In this bill
are immense. They deserve more care-
ful consideration and time than we are
permItted to give today. The questions
before us are greater than the two
amendments we are permitted to vote
on. If the Commission on Social Secu-
rity was free to work its will, and if the
Committee on Ways and Means was
able to work its will, why must we
reduce ourselves to consideration of
only two amendments? Why should we
deny ourselves the opportunity to
work our will on such matters as cov-
erage of Federal employees, and on
such Issues as the new medicare reim-
bursement system—lust to name two
of the larger questions in this bill.

On principle, I cannot accept the ar
gument that this bill Is the ultimate
cure for oil that ails social security.
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That is the precise argument that we
heard in the last major social security
bill. At that time, just 5 years ago, we
were told that the legislation before
the House would assure the financial
soundness of social security for 40 or
50 years. It was a solution that in fact
did not last 3 years. It was a solution
founded In erroneous assumptions,
But then, it was also a solution that
was, like this one, spoon fed to the
House. It was true then, and it Is true
now, that the soundest answers are
the ones that make sense in an open
and free choice. But we are denied the
opportunity to advance alternatives,
denied the opportunity to test this bill
against our own judgment.

It is little noticed in this bill that
the whole basis of medicare reimburse-
ment is changed. Henceforth, hospi-
tals will not be paid for the costs they
actually incur In treating a medicare
patient; they will be paid on the basis
of what experts estimate the cost of
care for a particular diagnosis ought
to be. That cost can be more, or it can
be less, than the actual cost for treat-
ing any given patient. This is precisely
the kind of cost containment program
that the Congress has heretofore re-
jected. Yet we are given no opportuni-
ty to discuss it in any meaningful way,
nor do we have the opportunity to
vote on the merits of this change.

Let us consider this: It Is not likely
that the reimbursement formula will
be generous. Suppose that it Is a for-
mula that creates a consistent loss for
hospitals that treat medicare patients.
There could only be two results that
flow from that: either the quality of
care must decline, or the losses made
up on nonmedicare patients. If It is
the latter, private insurance coverage
will again leap In cost, as it has been
especially In the last 2 years. Make no
mistake: This formula system may
well end up as a hidden and extremely
expensive tax against patients who
pay their own way, or who use private
insurance,

The foundations of medicare have
been hacked at for the past 2 years.
This bill takes that process one step
further, and again transforms what
was supposed to be insurance into a
well are program, a program that
threatens the quality of health care
and at the same time loads new,
hidden costs on full-paying patients—..
just in the same way that medicaid
cuts forces a hidden tax on those full-.
paying patients.

There is more to this bill than meets
the eye. There Is general public under-
standing that cost-of-living adjust-
ments will be delayed for 6 months.
But there Is precious little understand-
ing that a few years hence, cost-of-
living increases would be made In full
only If trust fund reserves are at a cer-
tain ration. This is not a bill that calls
for a one-time sacrifice; it Is in fact in-
tended to phase out these cost-of-
living adjustments altogether, or make
tham so low as to be meaningless.

This Is a bill that creates higher
taxes for the self-employed, that
makes the overall tax system still
more regressive, and that finally says
to the future beneficiaries of social se-
curity that they will not only be
paying more, but will be receiving less
in the way of benefits. This is in short
a bill—in terms of tax burden, in terms
of reduced benefits, and In terms of
hospital care, works in every way
against the best interests of the great
bulk of our citizens,

Finally, there Is the matter of Feder-
al employees. The picture Is painted
that all this bill does Is to bring Feder-
al employees into social security. That
is not the whole truth The bill also
works to eliminate the civil service re-
tirement system.

We are told that civil servants will
get some kind of supplemental retire-
ment program, so that in the future
their retirement benefits, together
with social security, would not be ad-
versely affected. But we have yet to
see, or even see proposed, such a sup-
plemental retirement program. If the
intention is to integrate civil service
retirement with social security, the
way to do that would be to have a bill
that does so. But this bifi does not pro-
vide, nor even envision, that kind of
program integration. Nor are we told
that the administration would support
such a plan If It existed. Federal em-
ployees are concerned—and rightfully
so—that their retirement program Is
being sold down the river, in the guise
of merely integrating it with social se-
curity. Again, this Is a large Issue.
Again, it Is an Issue that, under the
rule, we cannot decide upon, on the
basis of its own merit.

This bill, In principle, embodies the
notion that since It makes everyone
suffer, it must be virtuous. It embodies
the Idea that since this particular fish
smells peculiar to everyone, it must be
some rare delicacy. I do not accept
that. On principle, and in substance, I
cannot support this bill.•
• Mr. BERMAN, Mr. Chairman, we
must consider the plight of the Feder-
al worker. Although H.R, 1900, the
Social Security Act Amendments of
1983, makes no changes in the civil
service retirement system for current
Federal employees, passage of the Na-
tional Commission on Social Security's
recommendations coupled with the
President's pending budget requests
certainly clouds the future for millions
of loyal civil servants. It Is important
that Congress act promptly to remove
this shadow of doubt.

Following passage of the social secu-
rity package, Congress should enact a
supplemental retirement plan for new
Federal workers to Insure their f u-
tures. Second, it Is imperative that
Congress rejects the proposed cuts in
Federal employees' compensation con-
tained in the administration's fiscal
year 1984 budget request.

I have spoken with many Federal
workers who have expressed their seri-
ous reservations about the long-term

security of the civil service retirement
system (CSRS). Not only are they wor-
ried about the effect that bringing
new hires into social security will have
on CSRS, but they also feel that
CSRS may become vulnerable as the
number of Federal employees under
the system decreases. It Is important
to note that the House leadership Is
on record as "opposing any proposal
which would threaten or adversely
affect the financial Integrity of the
civil service retirement fund, or the
ability of that fund to continue to pay
benefits promised to participants In
the civil service retirement system." It
Is critical that this Congress protect
future Federal retirement benefits so
that future Congresses will be unable
to chip away at the civil service retire-
ment system.

Congress should Immediately pass a
supplemental pension plan to supple-
ment new workers' social security
benefits. The level of benefits under
this plan should equal those of the

- current system comlned with social
security In order to guarantee finan-
cial security for future Federal em-
ployees.

President Reagan has called for far-
reaching changes in the Federal com-
pensation package that would result in
Federal.,,workers failing further behind
the private sector in pay, shouldering
much higher health-care costs, and re-
ceiving dramatically reduced benefits
under the civil service retirement
system.

It Is important to consider the
impact of budget decisions on workers
over the past 2 years. First, the gap be-
tween salaries of Federal workers and
the private sector has continued to
widen. Federal workers have not re-
ceived the full pay raise necessary to
attain comparability with the private
sector since 1977. As a result, there
has been a growing gap between Fed-
eral and private wages and a continu-
ing erosion of Federal earnings as In-
flation soared In the late 1970's. Ac-
cording to the Advisory Commlssfon
on Federal Pay, Federal employees
needed an average pay raise of 18.5
percent last year in order to catch up
with their private sector counterparts,
Instead of the 18.5-percent increase re-
quired to reach comparability, Federal
pay was Increased by only 4 percent
last year. For many Federal workers,
the raise was completely offset by the
new 1.3-percent medicare tax, and in-
creases in the amount they were re-
quired to pay for health plan premi-
ums.

The Reagan administration proposes
to freeze Federal civilian and military
pay for 1 year. Civil servants have
borne the brunt of economic hard
times for the past 6 years, as each ad-
ministration has requested Federal
pay raises well below that of the pri-
vate sector. A freeze on Federal pay Is
unacceptable, for too long Federal em-
ployees have been the victims of the
budget-cutting knife.
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Furthermore, during the last 2 years

Federal employees' health Insurance
premiums have sharply increased at
the same time their health benefits
have been significantly reduced. Under
the Federal health benefit progrin
(FEHBP) Federal workers and the
Government share the costs of the
system. In fiscal year 1981, when the
Office of Management and Budget re
alized that there would be substantial
shortfalls in the FEKBP, President
Reagan decided against requesting a
supplemental appropriation. Instead,
the administration cut benefits and
shifted the costs from the Govern-
ment to civil servants by increasing
their contribution. Last year, the ad-
ministration once again increased
worker contributions. Today, the aver-
age Federal employee is now paying 55
percent more for health coverage than
in 1981.

The administration proposes to dras-
tically alter the formula used n deter-
mining the Government's contribution
to FERBP. -In lieu of a percentage for-
mula, the Governnnt would adopt a
voucher plan. This means that the
government would èontrlbute a fixed
dollar amount toward the purchase of
a health plan. This proposal will force
the Federal employees to bear a much
greater share of the health care costs.
This proposal will not hold down
health care costs as the administration
contends. Escalating medical expenses
will become the financial responsibili-
ty of Federal employees.

Finally, major cuts have been made•
in the civil service retirement system
(CSRS) sInce 1980. Cost-of-thing ad-
justments (COLA) no longer come
eveiy 6 months, but on an annual
basis. In 1982, these adjustments were
delayed I month for each of the next
3 years beginning In 1983. ThIs means
that Instead of COLA adjustments
being on a 6-month cycle as they were
at the start of the administration they
are now on a 13-month cycle.

However, compared to the Presi-
dents 1984 budget request these past
cuth are minor. If passed, the fiscal
year 1984 COLA will be canceled. In
addition, the budget contains provi-
slons to lower retirement benefits, in-
crease employee contributions, and
raise the age at which Federal employ-
ees can retfre.wlth full benefits. This
proposal would have a devastating
effect on the civil service retirement
system. The administration is sense-
lessly attacking a retirement system,
which unlike most private pension
plans employees contribute to, where
the average retiree receives $12,550 a
year and 22 percent of retirees receive
less than $500 a month. Furthermore,
these generous benefits are subject to
Federal income tax.

Mr. Chairman, retired Federal em-
ployees and those nearing retirement
have worked their entire lives at jobs
less financtally rewarding than those
in the private sector. It is outrageous
that we would now jeopardize their re-
tirement security. Furthermore, unless
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this Congress passes a fair supp1men-
tal pension plan, and rejects the Presi-
dent's budget proposals pertaining to
Federal employees, it will become im-
possible to attract qualified public
servants. Providing equitable Federal
employee benefits is a matter of
simple justice and a necessary invest-
ment in America's future.•
b Mr. THOMAS of California. Mr.
Chairman, as we consider how best to
repair our Nations social security
system so that it will survive and con-
tinue to pay benefits to our retirees
into the 21st century, I sncere1y hope
that Congress avoids taking the easy
route—that Is, more tax Increases—
and instead attempts a more perma-
nent solution.

We have already agreed that in
order to rescue the social security
system, we must enact a set of short-
term proposals with which every
American may not agree, but which
will put the system on a sounder basis.
I may not agree with each proposal,
indeed, no Member of Congress may
agree on each proposal, but I believe
the short-term package is by and large
a responsible, balanced package which
treats every group in our society
fairly, and It must be enacted.

I believe Congress should take the
same responsible attitude in dealing
with the long-term problems which
social security faces. In my opinion,
the most equitable and responsthle of
the alternatives before us to assure
social security's long-term solvency Is
to gradually raise the retirement age
by 2 years, beginning in the year 2000.

According to actuarlai estimates,
this slight change, accomplished very
gradually over a 25-year span in the
next century, will assure that the
system survives—without a future tax
increase, without a future cut -in bene-
fits, without harming those now re-
cetving benefits, without harming the
disabled or women workers.

It is irresponsible and unfair for
Congress to enact yet another payroll
tax increase to cover 21st-century defi-
cits. Payroll tax increases simply at
tempt to mask the real problem we
face with social securltT In short,
people are living longer, and relatively
fewer workers are being asked to sup-
port the system.

Is it equitable for Congress to re-
quire younger workers to pay more
taxes and settle for a benefit cut of 5
percent when it is their turn to retire?
That is one of the proposals we con-
front today.

Is it equitable or responsible to
expect future employers and workers
to contribute more anJ more of their
payroll to cover yearly deficits that,
under current law, are expected to
reach $10 trillion by the year 2052?
That s another proposal before us
today.

I say that the Pickle amendment Is
the most responsible choice of the al-
ternatives before us to complete the
reform package which we send to tie
Senate. Raising the retirement age by
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an average of 1 month per year is an
honest way to deal with an inescap•
able fact: The U.S. population is aging.

The current social security problem
Is before us precisely because people
have changed. It would be foolish for
us not to admit that the system needs
to be changed to meet changes in the
population..

Mr. BIAGGI. Mr. Chairman, I rise
to express my opposition to the
amendment sponsored by the distin
guished chairman of the Social Secu
rity Subcommittee, Mr. PICKLE, to
raise the retirement age to 6'7 as a
main means of guaranteeing the
future solvency of social security.

I oppose this amendment for several
reasons, not the least of which is that
fact that we should not be adopting
this radical approach at this thne. We
have before us a comprehensive
enough bill in HR. 1900, wIth its $165
billion in new revenues for social secu•
rity ostensibly to keep the system
afloat through 1990 and beyond. To
add yet another difficult feiture to
H.R. 1900 seems to go far beyond what
we must do today.

Yesterday, the House Select Com-
mittee on Aging, on which I am proud
to be an original member, conducted a
healing which focused in great mean-
ure on the Issue of raising the retire-
ment age. At that time I raised the
point that increasing the retfrement
age and justifying it by the fact that
people are ilving longer overlooks a
central issue. Just because people live
longer does not mean that they are
able to work longer. At this point a
startling 74 percent of those exercising
early retirement under social security
must do so for reasons such as poor
health. Wifi this percentage decrease
that dramatically in the next two dec-
ades? I doubt It. Therefore, why do we
assume it by raising the retirement
age.

A second concern I have I can state
very simply. If we raise the retirement
age we may be seeing one of the first
examples of our Nation legislating dis-
crimination. It is a documented fact
that the minority aged live fewer
years than do. their white counter-
parts. Therefore, raising the retire-
ment age does not afford all aged per-
sons equal protection under the law.

Finally, Mr. Chairman, I oppose the
Pickle amendment because it once
again places Congress in the position
of cutting social security benefits.
There should be other approaches ex-
plored before we take a step such as
proposed in the Pickle amendment.•

Mr. ROTH. Mr. Chairman, I rise in
opposition to yet another attempt to
restrain the Members of the House
from expressing the views of their con-
stitutents on this historic legislation.
We will take actions today that will
Impact on future generations of
Americans. Provisions of this bill will
shape the workplace and the lifestyle
of worker3 and retirees well into the
next century.
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To allow us to debate two amen'J-

ments to one title of this bifi suggests
the Imposition of a gag on the Mem
bers. To Imply that the only provisions
of the bill subject to significant differ-
ence of opinion or controversy are
those in conjunction with one aspect
of the long-term financing problem for
the social security program borders on
the ridiculous.

Like many of my colleagues, I have
the benefit of the views of my con-
stituents: Small business men and
women, farm families, rural mail de
liverers and urban postal employees,
retirees, the employed, the self-em-
ployed and the unemployed. All sug-
gest that this may be nothing more
than another omnibus tax bill. Indeed,
75 percent of the solution comes from
Increased or new taxes.

Restricting the Income of those al-
ready retired Instead of addressing the
mismanagement and abuse of thou-
sands of annultant checks Is grossly
unfair. How can we deny the timely
payment of the COLA to the elderly
couple solely dependent on their social
security check while paymg the pris-
oner, the illegal allen, foreign-born
survivors or dependents of December-
May marriages who have never even
lived in this country, and people who
died a dozen years ago.

Many of us are all too aware of the
lack of statistical and factual data
available regarding social security pro.
grains and beneficiaries. Many ques-
tion if expertise exists to untangle the
seemingly endless array of inlsinIor-
mation. The programing necessary in
response to baby boom annuitants Is
mind boggling. However, a March 4
Social Security Administration Office
of the Actuary memorandum com-
menting on the effects of this proposal
states:' that the bill would not offer assur-
ance that the OASDI progra1i would oper-
ate satisfactorily under adverse economic
conditions ' it cannot be said the HR.
1900 would assure the financial soundness
of the OASDI program during this decade.

It is my conviction that the proper
course of action today is to take the
thne to review each provsLon of this
bill. We should not deny the repre-
sentatives of the people the opportuni-
ty to express their views. In candid
and open debate, we wifi not only
better appreciate the work of the
Commission and the committee but
aiso pursue the potential of perfecting
the soluUon. We owe this to our con-
stituents and to ourselves. Thus, 1

urge my colleagues to vote agahst this
rule which refuses our right to a full
debate on this vital legislation.

Mr. CHANDLER. Mr. Chairman,, I
am supporting today the Socia' Secu-
rity Amendments oZ 1983. In July of
this year, the old age and survivors' in-
urance trust fund wiU be unable to
pay monthly benefits. Complicating
the Issue further are the th.dicat!ons
that if the compromise package falls
apart, ft woul be Impossible to find a
solution to this imminent problem. We
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are, therefore, faced with the decision
head-on.

I have pledged to maintain tbe social
security system as I believe it is a
workable program. Any soJution must
maintain equity while restoring confi-
dence to the public of the future sol-
vency of the system. Therefore. I have
been a supporter of the provision that
Members of Congress be included in
the compromise package.

While I cannot agree with some pro-
visions in this legislation0 I think we
must face reality that actLo must be
taken and, on the whole, the compro-
mise represents those components nec-
essaiy for a workable soc1a security
program. I feel certain that any solu-
tion will be unpleasant medicine to
swallow for someone. Ind'ed, I have
received scores of letters from retirees
who feel it unfair to tax a portion of
their benefits and to slow down bene-
fit growth. Federal workers do not
want new Federal employees to be cov-
ered under the social security program
because they fear It will affect their
civil service retirement fund. I have
heard from the self-employed who are
asked to pay combmed emp1oyer-em
ployee FICA taxes. Sacrifices are
being asked because action is needed
to keep the social security system
functional.

This compromise package Is not a
cure-all for the ills of the social secu-
rity program. The threat of long-range
insolvency remains as the baby boom
generation ages, lives longer, and has
fewer children. I am concerned with
the tremendous dependence on taxes
and general revenues in the compro-
mise package. Workers who have re-
ceived less pay Increases and who have
found ft harder to meet their obliga-
tions in these difficult economic times
are being subjected to Increased PICA
taxes. Life expectancy has increased
and as our country continues to
change demographically with more
and more elderly, I cannot, in good
conscience, place further burden on
our chiidren. Therefore, I support Mr.
PIcKLE's amendment for the gradual
mcre'se of the retirement age In the
next century.

I commend the NatIona' Commis-
sion, the President, the Speaker, and
the Ways and Means Committee fo
their fine work in structuring this
compromise. The decisions have been
difficult. I have approached th Un-
drtak.ihg with a sense oi compsson
and a hope of equity. I beBeve that
this compromise provides a workable
solution.
• Mr. BEILENSON. Mr. Chairman, I
support the social security bill before
us today, and I commend the Ways
and Means Committee for actthg on
the National Commlssiozfs recomnien-
dations in a timely manner. However,
there is one provision in the measure
before us which troubles me greatly—
the provision to take social secwity
off budget in 1988.

The off-budget provision oie that
has largely escaped the Liouse's atLen

111007
tion in the course of our deliberations
over raising taxes and reducing bene-
fits under social security, but it Is a
matter we should all be aware of be-
cause it will affect the decisions we
make about social security and about
other Government programs In the
future. It will also determine whether
we are going to have an honest Feder-
al budget or whether, for budgetary
purposes, we are going to pretend that
more than one-quarter of Federal
spending and revenues is nonexistent.

If social security, including the medi-
care trust fund, is taken off budget In
1988, the size of the Federal budget
will be understated by about $300 bil-
lion. Congress will not be in nearly so
good a position as it is now to consider
Federal spending as a percent of the
economy. Nor will we be able so easily
to directly compare similar programs,
such as medicare and medicaid. Nor
will we have a valid comparison of dif.
ferent components of Federal spend-
Ing—for Instance, we would not be able
to compare out total outlays on enti-
tlement programs with our totaL out-
lays on defense. The size of programs
remaining on budget will show up as a
larger percent of Federal spending
than they actually are. And, the total
tax burden on citizens will appear to
be less than it actually Is, and less re
gressive than it actually is.

Taking social security off budget is
poor policy for other reasons. Insulat-
ing social security from budgetary
pressures will leave other entitlement
programs more vulnerable to cuts be-
cause will will have to direct our ef-
forts to reduce the deficit at programs
which are left onbudget. That deficit
will be artifically large because we will
not have the surplus In the social secu-
rity trust funds to help offset spend-
ing in other prograxna, The likely
result is that there will be more pres-
sure to cut spending, and that pres-
sure will be unevenly applied; that is,
there will be a lot 01? pressure to
reduce medicaid, for instance, but
little or no pressure to reduce mcdi-
care.

Finally, giving social security off-
budget status sets a bad precedent. It
opens the door to giving off-budget
status t other trust funds, such as the
highway trust lund. If Congress is se-
rious aboit having a budget system in
which spending programs can be com-
pared for purposes of setting prior-
ities, allowing off-budget status for
certain programs undermines our
effort to do so.

If the Senate does not approve off
budget status for social security, I
strongly urge that the House confer-
ees drop that provision in conference.
• Mr. RICHARDSON. Mr. Chairman,
the essence of a compromise is a piece
of legislation that nobody really likes.
This social security package, there-
fore, is the quintessential compromise
because there are two provisions that I
find distastefu1 personally and on
behalf o the people of my district.



H 1008
First, I believe the provision reuir-

ing all new Federal employees to be in-
cluded In the social security system
next year is unwise. I am deeply con-
cerned that the absence of new contri-
butioris for the civil service retirement
system could seriously cripple that
system during the next 40 years. If
that happens, I am certain that. the
American taxpayer will be called upon
to provide the revenues necessary to
pay Federal retirement benefits.

The civil service retirement system is
the crown jewel of the Federal em-
ployment system. During the past 2
years of Republican assault of the civil
service, it has been the one thing Fed-
eral employees have been able to cling
to. I think this program should remain
as it is today: Healthy, viable, and sol-
vent.

Second, I think the provision for de-
laying the cost-of-living increase for 6
months is unfortunate. My district is
largely rural, sparsely populated, with
high unemployment. The senior citi-
zens of my district depend on social se-
curity for their economic survival.
Asking them to forgo their COLA In-
crease In the face of rising energy and
health costs is a sacrifice that I find
somewhat excessive,

But, Mr. Chairman, I am fully aware
that it is critical that the social secu-
rity system be kept solvent. Each of us
must swallow hard and accept this
compromise, even though there are
portions that each of us dislikes. I,
therefore, will vote In favor of the
compromise. But In doing so I want
my colleagues to understand that I
will fight with every resource available
to insure that those senior citizens
who are being asked to sacrifice under
this proposal are not hurt further
under this administration's budget for
the coming fiscal year.e
• Mr. DANNEYER. Mr. Chair-
man, during the debate on the rule for
HR. 1900, the Social Security Act
Amendments of 1983. earlier today, I
voiced my deep concerns about the ad-
verse impact of the heavy reliance on
payroll taxes upon intergenerational
conflict In our society. This could very
well occur as a result of the heavy use
of payroll taxes and other revenue
raising provisions to bridge the short.
term and long-run shortfall currently
projected for the social security trust
funds.

In this connection, I would like to
share with my colleagues the views of
Peter Peterson, the former Secretary
of Commerce who is now the chairman
of the board of the Investment bank-
ing firm Lehman Brothers Kuhn Loeb,
Inc. He wrote a length analysis of
social security which appeared in two
parts In the New York Review of
Books (December 2 and 16, 1982,
Issues). The March 1983 Reader's
Digest carries a condensed version,
which I would like to include as an In-
sertion at the end of these remarks.

Peterson, correctly in my opinion,
warns us of the social implications of a
failure to enact long-term reform that
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is fair to citizens of all ages. The con-
densed version ends by noting that:

The only alternative to reorganizing
Social Secunty is to sit by while the system
collapses, either through a revolt of young
taxpaying workers against thir ei!ers or
through a catastrophic flood or deficits.
Maintaining the status o is imoo.'sihle, an
utter iantasy which will visit upon our iiiI-
dien the same conditions of economic chaos
that attended the birth of Social Security.

Peterson's thoughts on thiestbject,
and his own views on possible alterna-
tives, are worthy of our greater scruti-
ny and attention.

The following material was submit-
ted for the RSCORD:

(From the Roader's Digest. March 1983]
Car' Socsat SECURITY BE SAVxD

(Like all chain-letter schemes, our Social Se-
curity system has grown and grown until—
horrorsi —bankruptcy is Imminent. Yet
there is a way, says the author—without
raising taxes, without sacrificing the
needy—to put the whole mess on the track
toward solvency)

(By Peter 0. Peterson, condensed froni New
York Review of Books)

Social Security, by far our biggest govern-
ment social program and long sacred in U.S.
politics, today threatens our entire econo-
my. Yet in the 1982 election campaign prac-
tically all the candidates promised to "pre-
serve Social Security," to "resist any cuts in
benefits" and to "protect the elderly poor."
No one dared to say that without major re-
forms—including "cuts"—the system Is
heading for a crash.

We cannot permit this to happen. Though
In effect for only two generations, Social Se-
curity has such uniform and reverential
support that if the system crashes, so
almost certainly will civic harmony and the
economy itself.

In the past few years, we have witnessed a
revolt against both the burden of rising fed-
eral taxes and the binge of spending that
made those taxes necessary. In many ways,
Social Security Is the prime mover of both.
The system—which spent over $190 billion
In fiscal 1982—has grown from Just under 2
percent of the federal budget In 1950 to 26
percent today.

How did we get into this mess? First, Con-
gress has raised the Initial benefit levels for
newly retired persons by nearly 50 p.'rcent
during the past 15 years. Second, Congress
indexed all benefits to the consumer price
index (CPI)—whose increases have routinely
exceeded the real-wage increases of tax y-
ing workers. Third. medical-care rests have
been climbing much faster than the CPI
over the last decade. Fourth, increasing
numbers of elderly people are living lunger;
average life expectancy at age 65 iS today
one-third longer than it was when Social Se-
curity was first enacted (15.5 ye as
against 12 years)—and it i still rtsin ?'nal-
ly, the elderly are leaving the labor f e to
cash In on Social Security earlier and in
greater numbers than ever before. In 1950,
48 percent of men 65 or older were part of
the labor force; by 1980, this had diepped to
19 percent.

Thus the Social Security slst€,xn has
become a high-risk bet by today' wurkers
that their children and g andc .:'-"n will
be rich enough and numerous enough to
foot the bill for yet another round of gener-
ous retirement benefits.

But it won't happen. Shortly after the be-
ginning of the next century, the babyboom
generation will begin to retire, and all the
demographic variables that once helped rev-
enues will then come crashing down on the
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side of costs. Today there are about 30
Social Security beneficiaries for every 100
taxpaying workers. By the year 2050 there
may be as many as 76 beneficiaries. At that
point the system would have to absorb over
one-half of the nation's taxable payroll just
to break even.

If Social Security is to be saved, several
myths—-antssies, really—that hide the sys-
tems problems must give way to informed
debate.

MYTh 1

Social Security's problems are minor and
temporary. Events are rapidly undermining
this myth. Last November the system's re-
tiremesit fund had to borrow from the dIs-
ability rond—the first such borrowing In the
history of Social Security. By late 1983 the
disability fund will run out of money to
lend—even if Its "temporary" lending au-
thority Is extended. Like drowning swim-
mers, both funds will have to reach out to
grasp the third fund, the hospital Insurance
fund, which is itself sInking fast. Unless the
economy undergoes a miraculous recovery,
providiny vast new payroll-tax revenue, all
three funds—the entire Social Security
system--will run out of money sometime in
1984 or 1985.

Such imminent bankruptcy does not
bother many public spokesmen, who argue
that deficits in the late 1980s will be com-
pensated for by a period of surplus years be-
tween 1990 and 2010. Even the long-term
problem, they believe, isn't too worrisome.

This sort of analysis drastically under-
states the crisis. It ignores over two-thirds
of the problem, the huge projected deficits
of our hospital-insurance fund, Medicare.
This fund alone—even on the basis of the
government's "intermediate" forecast—is
projected to run deficits that will be more
than twice as large as the combined deficits
of the retirement and disability funds, Also,
I believe that assumptions underlying the
Intermediate projections are unrealistic.
They assume that unemployment, which
has averaged 5.7 percent sInce 1960 and Is
rising,, will fail to 5 percent by 1995; that
real-wage growth, -which has averaged 0.7
percent sInce 1960 and Is falling, will rise to
1.5 percent; that Increases In the life expec-
tancy of the elderly—even in the face of rev-
olutionary medical advances—will come sub-
stantially slower in the future: and that
women, in the face of fertility rates that
have been declining since the late 1950s and
bottomed out In 1976, will start having sig-
nificantly more children (about 15 percent
more tnan currently). For each assumption
that goes wrong, the long-term deficit of
Social Security will grow larger.

Should we really gamble the future of our
Social Security system on such optimistic
assumptions? I believe It far more prudent
to base our policy on the less rdsy of the
two official Intermediate forecasts. Then, in
the hopy event that the "pessimistic" as-
sumptions prove wrong, we can always lower
future payroll taxes or Increase benefits.
This would be a far easier pill to swallow
than the repeated tax increases or benefit
cuts that would become necessary between
now and 2035 should the worst-case ,cenario
come about,

MY'H 2
it is "my money." Many retired coupks

believe they have a "uontract" with the guy-
eriiment to get back "their" money, They
feel "entitled" to these benefits by right.
Proposals to take any of them away are con-
sidered unjust.

This view bears little i'elatlon to reality,
Consider a 65'year-old man who retired on
January 1. 1982, who paid Social Security
taxes during his entire working career, and
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who was an average wage earner. He con-
tributed a total of $7209 In payroll taxes.
Using pessimistic estimates of longevity and
Inflation, he and/or his nonworking spouse
will receive (during the 25 years at least one
of them can be expected to live) some
$ii2O,000, or 72 times what he contributed
(30 times the value of his contributIons plus
interest).

As long as retirees receive benefits so
wildly out of proportion to their lifetime
contributions, the system iU remain funda-
mentally out of balance. It's like a giant
chainletter scheme, in which everyone Is
supposed to win. But, of course, everyone
can't win—unless there's an impossible ac-
celerion In the number or wealth of new
players.

MYTH 3

The elderly are, by definition, needy. Un-
wavering support for the Social Security
status quo is often considered a test of one's
social compassion. Yet In mean' per-capita
Income—adjusted for family size and includ-
ing all sources of Income—old people are ac-
tually doing tetter than people under 65.
During the 1970s, in fact, the real average
income of the elderly rose more than that
of the general population.

Income averages can be deceptive, of
course, and some elderly people are indeed
very poor. How well directed Is Social Secu-
rity to meet the problems of these people?
In fact, most benefits do not even go to
those below the poverty level. Social Secu-
rity is in many ways a middle- and upper-
Income program; it has become a political
sacred cow not because of a humane con-
cern for the poor but because of a political
reluctance to impose fiscal restraint on
middle- and upper-income voters.

According to the 1980 census, the aged
below the poverty line received only 11 per-
cent of Social Security benefits. By contrast,
beneficiaries with Incomes in excess of three
times the poverty level received about 30
percent of benefit payments.

The total Social Security outlay for such
relatively well-off families is more than the
combined outlays of our major need-related
welfare programs. I do not see how the
claims of social fairness are met by holding
Inviolate what amounts to welfare for the
well-off.

MYTH 4

People are physically unable to work
beyond age 65. Untrue. Indeed, there Is evi-
dence that continuing to work at a reason-
able pace contributes to better health. And
polls show that a remarkable 79 percent of
workers nearIng 65 would like to continue
working, at least part-tune. The fact that
relatively few do is obviously related to the
disincentive to work built Into the Social Se-
curity program: for retirees aged 65 to 69,
each dollar of earned income (wages) over
$6600 a year cuts Social Security benefits by
50 cents.

Three principles should, In my view, un-
derlie Social Security reform, First, we must
recognize that raising payroll taxes once
again is not a solution. To close the deficits
In the Social Security system under a con-
servatively pessimistic projection could re-
quire a rate of about 44 percent of taxable
payroll by 2035. ThIs simply Is not going to
happen. Working people will not accept It.
The economy could not absorb It.

Second, we must avoid deficits in the long
term. We are hearing much about "tempo-
rary" transfers from general revenues to
'solve" Social Security deficits. But as Sen.
Russell B. Long CD., La.) put It, "There Is no
such thing as general revenues. Only gener-
il deficits,"

Third, any reform should be equitable be-
tween generations and should seek to pro-
tect the neediest.

To build a program that assures financial
solvency, without additional taxes, and sat-
isfies the requirements of equity, I pi-opose:

Freeze cost-of-living adjustments (COLAs)
for at least one Year—except to those with
the lowest wage histories. This would make
up for some of the excesses that occurred
between 1978 and 1981 because benefits
were tied to the CPI. During that period,
COLAS were too high by 10.8 percent com-
pared with those measured by a mnre accu-
rate inflation index, the personal-consump-
tion deflator. Through fiscal year 1984. a
freeze could save as much as $13 billion.

Limit future COLAs after the freeze Is
over, Automatic adjustments In labor con-
tracts have historically equaled about 60
percent of the CPI increase. Holding Social
Security COLAS to 60 percent would go a
long way toward ensuring the system's sol-
vency. Annual savings could reach $21 bil-
lion by 1986.

For those of our aged and disabled who
qualify for welfare benefits under Supple-
mental Security Income (SSI), the loss in
regular Social Security income would be
made up dollar for dollar with higher SSI
benefits. We must continue to provide ade-
quate benefits for the poorest.

Tax all benefits received in excess of con-
tributions. For every other retirement pro-
gram, any benefits received In excess of em-
ployee contributions are subject to federal
income tax. It's unclear why this principle
has never been applied to Social Security.
Taxing benefits this way would have no pre-
ceptible effect on those of the aged who are
in serious need; their incomes are not large
enough to be subject to income taxes.

Selectively lower Initial benefits for re-
tired persons. Currently, when someone
reaches retirement age, the lifetime month-
ly earnings on which he paid Social Security
taxes are calculated in current dollars, or in-
dexed, and then averaged, If single, in 1982
he would have received 90 percent of his
first $180 in average monthly earnIngs, 32
percent of all average monthly earnings be.
tween $180 and $1085, and 15 percent of
average monthly earnings above $1085. We
could cut future benefits, and still protect
the poor, by lowering the 15-percent figure,
or both the 15-percent and 32-percent fig-
ures, which apply to upper- and middle-
Income categories only.

Raise the retirement age by at least three
years, to 68. Adding three months per year
starting In 1990 would significantly improve
the long-term financial status of the system.
To protect the poorest elderly, I suggest not
raising, and perhaps even lowering, the eli-
gibility age for SSI, as well as increasing SSI
benefit levels.

Bring civil-service workers into Social Se-
curity. The current retirement system for
federal employees Is 2.5 to 3 times more gen-
erous than are pensions for private workers.
While cashing In on these generous early-re-
tirement benefits, over 70 percent of govern-
ment pensioners launch second careers that
make them eligible for Social Security as
well. Thus, a program of reform of Social
Security should include federal employees
only If it Is part of a comprehensive reform
of both Social Security and the bloated fed-
eral employee-retirement system.

Reform Medicare and reduce medical-cost
inflation. Medicare is the fastest-grouing
part of Social Security. Between 1972 and
1982, outlays for the hospital-insurance
fund increased from $6.5 billion to $357 bil-
lion, three times as fast as the GNP. Pros-
pective costs are immense, especially In view
of the substantial increase In the 'lumber of
people over 65 and the emergence of new
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lifesaving technologies. Thus, the entire
structure of Medicare needs reorganization,
with emphasis on cost-reducing incentives—.-
Increased deductibles, co-payments, voucher
systems, some taxing of employer contribu-
tions to medical benefits, negotiated rates,
etc.—to both suppliers and users of medical
services.

By conventional political standards this
program of reform may seem impossible.
Republicans and Democrats have both
shared in the decisions that turned a sound
program into a vast scheme of welfare for
relatively well-off citizens. Politicians—both
Republican and Democrat—rernam eon-
vinced that any party proposing serious
reform will face annihilation at the polls.
Inaction may therefore seem to constitute
smart politics for a few more years.

But were the system to come crashing
down, smart politics will be small consola.
tion. Indeed, Social Security reform poses
one of the deepest challenges to democratic
politics in our hIstory. It Is a challenge
above all to the middle and upper-income
citizens Who largely determine the course of
public policy and to whom the system dis-
penses a big share of Its welfare, stealing
capital from tomorrow's citizens—our chil-
dren—and making cuts Ii government pro-
grams to the poor Irresistible.

The only alternative to reorganizing
Social Security is to sit by while the system
collapses, either through a revolt of young
taxpaying workers against their elders or
through a catastrophic flood of deficits.
'Maintaining the status quo Is impossible, an
utter fantasy which will visit upon our chil-
then the same conditions of economic chaos
that attended the birth of Social Securlty.
• Mrs. COLLINS, Mr. Chairman,
today, my colleagues and I are called"" o cast our vote c. the single
most Important Issue to face us this
session—social security.

It is with deep regret that I rise m
opposition to the Social Security Act
amendments as reported by the Ways
and Means Committee. After careful
and painful analysis, I have concluded
that these provisions are neither fair
nor responsible, and enactment, could
only serve to further erode the confi-
dence of the American people in the
social security system,

The delay in cost-of -living adjust-
ments is an unacceptable provision
that would place Intolerable hardship
on social security beneficiaries, No
equitable solution can deny the funds
designated to offset inflation from re-
cipients, many of whom count on
social security as their sole source of
income.

I also reject the Inclusion of newly
hired Federal workers into the system,
While this would provide an imniedi-
ate cash injection, the system would
shortly face recurring financial prob-
lems as Federal employees start to col-
lect benefits. In reality, no meaningful
structural changes are established
with the Inclusion of Federal workers
into the system. Additionally, one im-
portant incentive to attract qualified
people into Federal service would dis-
appear if the civil service retirement
system atrophied,

Because it would place Unfair
burden on the individual, I do not sup-
port raising the age of retirement or
the reduction of the basic benefits re-
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ceved by the retired worker from 42
percent to 40 percent of previous
monthly gross pay at the time of re-
trernent as scheduled to be phased In
from the years 2000 to 2008.

It s thcuxnbent upon Congress to In
novate new and relatively painless
sources of income to help fund the Old
Age Survivors and Dsabiity Insur-
ance program. I have recently reintro-
duced LR. 85, the "National Social
Security Lottery Act," which would es-
tablish a natlonai lottery similar to
the Irish Sweepstakes. If the Irish can
fund their hospitals through a lottery,
we should be able to held fund social
security in the same manner. It is esti-
mated that a national lottery could
gross upwards of $25 billion over the
next 7 years, the period of time the
Commission addressed in their short
term proposa's. This would significant-
ly lessen the number of unpopular
compromises that would otherwise be
necessary to keep the system solvent.
A national lottery, however, is no
panacea. Other avenues must a]so be
explored in an effort to identify new
sources of income. I urge the Congress
not to act hastily. The outcome of this
vote will shape the financial futures of
millions of Americans.•
• Mr. BIAGGL Mr. Chairman, the
hour of decision has finally arrived.
We stand on the threshold of a histor
ñc decision affecting the lives of some
36 fllion of our cItizens. The hours
and days and months of wrangling
over what approach to take to aid tne
social security system are, for all prac-
tical purposes, over, for we have
before us today, H.R. 1900, the Social
Security Reform Act of 1983.

With the passage of this bill today,
Congress will have administered to
ftself a stiff dose of castor oil—bitter
medicine necessary to effect a cure to
the ailing social security system. This
bill has been properly designated as a
bipartisan compromise package. How-
ever, as anyone un Congress knows,
ompromises by their very nature are
ftmperfect, and H.R, 1900 is no excep-
tion

As I stated earlier during the debate
n the nile governing consideration of
hs bill, H.R. 1900 would be a far
better document were more Members
of Congress able to shape it. The rule
we re operating under provides for
£parate vots only on two amend-
ments, both of which deal with the
bnger term fnaticing issues related to
ociai security. As far as the issues af-
fecting social security n the shorter
term—as far as what comprises the
$165 billion package before us—we
have no opportunity to do anything
bit ratify or reject the entire package,
Both routes are fraught with peril.
Eowever, I would emphasize the fact
that the latter route is far more dan-
gerous, for our failure to adopt a pack-
ge along the lines of H,R. 1900 could
result in the collapse of social security,
to which none of s would want to be
a party
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The facts are that social security is a
system that is in the worst financial
trouble in its more than 40-year histo-
ry, The reasons are many—but very
few do we have any real control over.
One, of course, is demographiC—OcIa1
securty s the 'pay as you go" system
s financed through taxes paid by both
employers and employees into three
trust funds. In the early days of social
security, the ratio of contributors to
benef!cirIes was a healthy 5:1. This
ratio has now slipped to just over 3:1,
nd based on current demogrph1c
projectoin could drop to a dangerous
2:1 by the year 2000. Further, none of
u could anticipate the tremendous
fluctuations in economic conditions
which have been a part of this Nation
over the past 10 years. In 1972, I sup-
ported the legislation which provided
social security beneficiaries with a
once-a-year cost-of-living Increase. One
could not expect the rampant infla
tion which raged through our Nation
in subsequent years—yet it occurred,
and under the law, social security
benefits were to be raised according to
the Consumer Price Index. There is
little doubt that this, too, adversely af-
fected the financial picture of the
social security system, yet we were on
sound footing n trying to provide our
senior citizens with some protection
against nflation

Finally, as we move closer to the
economy of today, now the knpaet of
the recession is being felt on the social
security system as well. One particular
consequence Is our high unemploy
ment rate; today, we have more than
11 mIllion people out of work. Many of
these people could be contributors to
social security9 yet, instead, they are
idle. The Impact of high unemploy-
ment combthed with demographic
changes has done a great deal to put
social $ecurlty in the dangerous finan-
cial condition we face today.

As an illustration of how serious
social securfty's problems have become
for the past several months, the
system has been forced to exercisc it
nterfund borrowing authority pro
vided to It by Congress. Under the pro.
posal, this will thsure the Umely pay
ment of beneuits through July. This
legbiation will take care of the bene-
fits after that date,

What we have before us s a balance
of benefit reductions: Tax increases,
Umfted use of general revenues, and
expansion of coverage under the
system. I delicate balance, at best,
but obvcus1y the whole is more ac-
ceptable than the sum of its parts.

I wish to address some of the fea-
tures vtaned fin this legislation, Let
me begin with the proposal which will
roice the ratest amount of new
revenue for social security but which
will cause the greatest hardship for
people resent1y enrolled in social se-
curity. i refer to the proposal to delay
for 8 months the 1983 cost-of-living n-
crease for the 36 million Americans on
social security. Under this legislation,
the 1983 1ncreae would actually be n
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the January 1984 benefit check and all
subsequent COLA's would be paid in
January. The Committee on Ways and
Means Ic to be commended for adding
a veiry important provision guarantee-
ing that at least a 3-percent COLA will
be paid n 1983-84 even if the CPI
should not be at the 3percent level.

However, there are powerful human
problems associated with this prov1
sian. For an estimated 26 percent of
the 36 million people on soca1 secu-
rity, this represents 90 percent or
more of their income. H.R. 1900 is
asking these people to go 18 months
without an increase in their soal se-
cuñty check. This does not take into
account that almost all of these people
have suffered from ncreass hi some
essential staple 0 their lives whether
it be rent, heat, food, or medicai care.
We know that inflation has decreased
substantially, but it has by no means
dippared altogether. What about
the low-income seniors who have the
mi.fortune to heat their homes this
wtiter with naturaL ga-and were
unable to get assistance from the Fed-
eral Government? What about the
senior citizens who budget for the
COLA in July—and suddenly realize
the Increase will not come until Janu-
ary? What essential will they have to
go without during the balance of this
year?

]t is not easy for those of us who
have worked so hard and voted for
bills to preserve the Integrity of the
social security system to swallow a
provision which constitutes a perma-
nent reduction in social security bene-
fits. These past 2 years have been dif-
ficult in that we have had to accept
legislation which calls for the first re-
ductions in benefits In the history of
social security. In 1981, it was the
minimum benefit payment which was
cut off under the terms of the Budget
Reconciliation Act. Through efforts of
myself and others, the decbion wa
pari1y reversed when Congress
voted to restore the benefit for those
currently enrolled, but barr€d the
benefit for new beneficiaries. In that
instance—much like the so-ctLlled "diet
COLA"—t s the low-income senior
who gets hit the hardest. For some,
corresponding increases in SI bene-
fits provided as part of this bill may
help to offset the hardship of the de"
layed COLA. However, it is by no
means a substitute for At, nd for
many low-income seniors who aü o
qualify or SSI, the problem becomes
that much more acute.

One fin1 pohit relative to the COLA
de1ai—t seems hard for me to under-
stand why t is necessary to implement
this at a time when inflation Is down
drastically, therefore the size of the
COLA wot1d be far reduced from pre-
vlcus years and the amount this would
cost the system would b far less thar
?in prevIous years. Delaying the COLA
until January will pose many prob
1ens—that s for certam—but having
Tuture COLA'S paid in January insteac
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of July and having the future formula
after 1988 begin either the increase in
the CPI for the last quarter of each
year, or the Increase in average wages,
whichever Is lower does throw Into se-
rious question our commitment to
maintain the policy we began some
10½ years ago to provide seniors with
adequate protection against inflation.
I would state, as I have to my constitu-
ents in New York, If we were given an
opportunity for a separate vote on this
issue, I would have voted against a
delay in COLA's.

Similarly, I am strongly opposed to
the provision mandating social secu-
rity coverage beginning In 1984 for all
new Federal and postal worlers and a
host of other governmental employ-
ees. My opoosition Is based on a simple
cost-benefit ratio principle. The most
which this" universal coverage" provi-
sion could provide to social security
would be some $12 billion. I would
note that this is considerably lower
than the $20 billion estimated by the
Social &eurity Commission. The re-
spected president of the National As-
sociation of Letter Carriers, Vincent
Sombretto, contends It will only pro-
vide $6 billion for social security.
Whether it be 6 or 12, this is not
enough of a benefit to balance out the
excessive costs which this provision
will produce, First and foremost, based
on current projections, putting new
Federal and postal workers under
social security will simply bankrupt
the civil service retirement system in
about 20 years—something which
could cost the Government $185 bil-
lion, which I might point out is more
than this entire bill will produce in
new revenues, let alone the provision
bringing in new Federal and postal
employees.

I am confident that the distin-
guished chairman of the House Post
Office and Civil Service Committee,
BILL Foith, will initiate proceedings in
his conimittee, which is responsible for
this retirement program, to Insure
that a supplemental system is put Into
place. In my capacity as a senior
member of the House Select Commit-
tee on Aging, I intend to do all that I
can to assist Chairman FORD and other
concerned Members of Congress In de-
veloping long-term protection for
these Federal workers. They are enti-
tled to equal benefits under social se-
curity that they would have received
under their own retirement plan and I
am confident that Congress will re-
spond in timely fashion to insure that
this happens.

Finally, let me add, as a former
postal worker and current Federal em-
ployee—fronj the managerial sense—it
is ludicrous to legislate in a way that
produces divisiveness among Federal
and postal employees. It is irresponsi-
ble to legislate In a way that produces
different retirement systems for
people doing the same type of work. It
Is wrong for Congress to pass legisla-
tion which will lower morale among
Federal and postal employees. Finally,
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it is wrong the way we are legislating
this major change in law today. There
should have been a separate vote on
an issue of such profound importance
to the lives of millions of Federal and
postal employees. They have not been
afforded democracy.

Another provision that I have some
serious reservations over is the provi-
sion to impose a first-time tax on
social security benefits. Again, to the
credit of the Ways and Means Com-
mittee, certain adjustments were made
from the original proposal of the
Social Security Commission, but in re-
ality, we are violating a principle here,
Social security recipients paid taxes on
each and every paycheck they received
In their working years—taxes which
were earmarked for the social security
trust funds. These were to be used by
the worker to help finance a secure re-
tirement. It was not paid with the ex-
pectation that they would be forced
with another tax when they were
begun to be applied to their retire-
ment. Yet that Is what we are propos-
ing with this bill today.

H.R. 1900 proposes that benefits
would be taxed only for those recipi-
ents whose taxable income (excluding
social security) plus one-half of their
social security benefits exceeds a base
amount. ThIs base would be $25,000
for an individual and $32,000 for a
married couple. Further, the amount
of social security benefits that would
be taxed would be the lesser of one-
half of the excess of the taxpayer's
combined income over the base
amount or one-hal.f of the taxpayer's
social security benefits.

As I mentioned earlier, the Ways
and Means Committee did make some
important improvements Ifl this provi-
sion—perhaps the most important of
which is eliminating the so-called
"notch" problem which would have
caused people with incomes just over
the threshold to pay a disproportion-
ately high tax compared to the person
well above the threshold. By allowing
the tax to be applied to the amount by
which a taxpayer's Income exceeds the
base amount alleviates this problem
and Institutes more equity into this
process. Let me also add that I am
pleased that this legislation mandates
that all revenues raised from this tax
be applied directly to the social secu-
rity trust funds.

While It is estimated that only 7 per-
cent of current beneficiaries Will be af-
fected by this provision, it does repre-
sent a radical departure from the his-
tory of social security. In addition to it
being a first-time tax on social security
benefits, it promises to affect more
and more people each year because
the thresholds are not indexed. There
is a great deal of Inequity associated
with this particular proposal, Let us'
assume you are an elderly person who
has elected to invest or save wisely for
a comfortable retirement after years
of hard work. Just as you reach this
point in life—or In some cases while
you are enjoying the fruits of your
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labor—a new tax Is imposed on you by
the Government.

I believe the provisions In this legis-
lation accelerating the timetable for
payroll tax increases passed by Con-
gress In 1977 is far preferable to in-
creasing them further between now
and the year 1990. While It will be dif-
ficult for some to assume these In-
creases under the timetable provided
In this bill, there is sufficient time pro-
vided for people to plan for them.
Over the history of the system, It has
been the payroll tax which has pro-
vided the foundation of funding for
social security. In the past decade, It
has presented far more of a burden
then In previous years, and HR. 1900
strikes an effective balance in this
area and I am in support of the lan-
guage regarding the acceleration of
the payroll tax increases.

I have some concerns about the
impact of the provision in this bill
which will raise the payroll tax rates
paid by self-employed persons. Under
present law, the self-employed pay re-
tirement and disability taxes at a rate
equal to about 75 percent of the com-
bined employer-employee tax rate,
while only about 50 percent of this
rate for the medicare hospital insur-
ance taxes. Under H.R. 1900, the self-
employment tax for all three trust
funds would be raised to 100 percent
of the combined employer-employee
rate. However, In another example of
how the committee improved upon the
Commission's recommendation, they
helped soften the Impact by allowing
the self-employed a credit against
their new self-employment tax rate
amounting to 2.1 percentage points In
1984 and 1.8 percentage points over
the period from 1985-87 and 1.9 per-
centage points for 1988 and beyond.

Clearly, like so many other provi-
sions in this bill, a great sacrifice is
being asked of a particular segment of
people—in this case, the self -em-
ployed. Here we are In some ways rec-
tifying a situation and bringing some
degree of equity to the way payroll
taxes are assessed. However, again like
in so many other provisions in this leg-
islation, we are asking too much too
soon. There should be some degree of
phase-in of provisions like this which
so affect the economic fortunes of
working people In already difficult
economic times. The self-employed
person—especially the small business-
man—is being adversely affected al-
ready by a number of economic fac-
tors. H.R. 1900 asks for one more.

Let me now address several provi-
sions in the bill for which I can claim
some degree of responsibility. The
first has to do with the provision reim-
bursing the social security trust fund
for the full value, includIng inerest,
of uncashed checks. It was disclosed In
hearings before my Aging Subcomnijt-
tee in 1981, that while social security
checks are drawn from the trust
funds, if they should not be negotiated
for whatever reason. the fun value In-
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ciuding interest accrued on the check
is credited to the General Treasury,
not the trust funds from where they
were originally drawn. This has caused
social security to lose an estimated
$500 million over the life of the
system and It could lose another $30
million over the next 3 years unless
the law was changed. Under this bill,
the trust funds will be compensated
for the full amount they are owed by
the General Treasury for uncashed
checks. Further, the bin contains pro-
visions which would presume a check
to be uncashed after a more reason-
able time than is presently the case.
This is an Important administrative
reform which I had advocaLecl, as evi-
denced by my authorship in the 97th
Congress of HR. 4003.

A second provision of this legislation
which I helped to shape has to do with
stemming the flow of people who are
leaving social security. La.st year. I
sponsored HR. 6356, and H.R. 47 in
the Congress, to impose a 5-year mora-
torium on persons withdrawing from
social security while also mandating
that new nonprofit employees be cov-
ered under social security. My bill also
would permit those entities that did
withdraw from social security to
return, which is not an option under
current law.

What HR. 1900 provIdes is the fol-
lowing: It bars State and local govern-
ments from terminating social security
coverage for their employees if the
termination had not taken effect by
the time the measure is enacted. It
also allows State and local govern-
ments that have previously wfthdrawn
from social security to voluntarily
rejoin. Further, the bifi before us ex-
tends social security coverage to em-
ployees of all nonorganization's chari-
table groups—private schools and uni-
versities, and hospitals—and requires
all of these organizations and their
employees to begin paying social secu-
rity taxes, effective January 1, 1984.
This applies to all employees, not just
newly hired. The bifi does provide that
people aged 55 and over would qualify
for social security coverage with fewer
quarters.

I commend the Social Security Com-
mission and the Ways ard Means
Committee for addressing this very se-
rious problem. At the beginning of
this year, the entire city of Los Ange-
les—more than 100 counties—left
social security. The Social Security
Administration has applications pend-
Ing which, if not stopped, would result
in more than 400,000 additional em-
ployees leaving social security. If the
system is already reeling from the ef-
fects of a shrinking ratio of workers to
beneficiaries, to permit upwards of
400,000 contributors to leave the
system simply and unnecessarily exac-
erbates this situation.

Briefly, some final points about the
social security provisions of this bill. I
regret that there is not stronger lan-
guage governing the use of general
revenues for social security. There are
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a number of us over the years who
have believed that limited general rev-
enue financing was needed in social se-
curity. One approach was the one-
third, one-third, one-third approach,
advocated by our distinguished former
colleague, Jim Burke of Massachu-
setts. Another would be to have the
disability insurance and hospital insur-
ance funds funded under general rev-
enues. None of this has come to pass
either in the Commission'z report or
the bul before us. Inste.d, we 1ave
somewhat general language saying
thai ti—and only if—we have a serious
decrease n available reserves, wo:iid
funds from the general revenues be
used but these must be paid within 2
years. The bill does provide for an ex-
tenSIon of interfund borrowing au-
thority through 1981 which is of obvi-
ous Importance once we reaUe how
the OASDI fund has paid its benefit
checks these past several months.

Finally, I commend the Commission
and the committee for including lan-
guage which will improve the invest-
ment policies of the trustees. The
main improvement is that, under the
bill, trust funds could be invested in
short-term as well as long-term Trea-
ury securities. This should help the
all-Important rate of return on the In-
vestments which has been seriously
lagging and, according to a report
issued by the Community Service Soci-
ety of New York, has cost the trust
funds some $14 billion.

There are other important provi-
sions in this bill which I would like to
mention briefly. H.R. 1900 while de-
laying the cost-of-living increase until
January, as in social security, does
provide a one-time permanent increase
of $20 per month for all individuals
and $30 for all couples receiving 881
benefits, effective in July. The bill also
prohibits States with their own SSI
programs from lowering their benefits
in order to offset the Increase In Fed-
eral benefits, thus Insuring that every
needy SSI person in every State re
ceives this Increase. SSI people are
truly the poorest of the poor in our
Nation and this increase is desperately
needed for them to eke out a basic ex-
istence. It is long overdue and I fully
support It.

The bill extejids for 6 months the
emergency Federal supplemental com-
pensation program. The need for this
is as obvious a anything we could do
up here. As unemployment increases
both in terms of absolute numbers and
duration, we must take steps to keep
those unemployed from being thrown
any further or def'per into poverty. As
it stands now, many of our Nation's
unemployed have or are about to ex-
haust their unemployment benefits—
their lifeblood, if you will. Many have
already lost their health benefits,
causing tremendous apprehensions
that a serious illness could lead to fi-
nancial ruin. We have an obligation to
provide extensions of unemployment
benefits for as long as it takes for full
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economic recovery to be translated
into more people working.

Finally, ht me convey my tentative
support for the provision in this legis-
lation introducing a new prospective
reimbursement or payment system for
medicare hospital insurance. It seeks
o attack the excessive cost problems
of medicare at the root cause-—exces-
sive hospital and phy8ician rates.

The 1982 tax bill required the De-
partment of Health and Human Serv-
ices to come forth with a program to
address the escalating drain on the
medicare trust funds. This prospective
payment plan is it. Prospetive nim-
bursernent, when properly imple:men t-
ed, is a viable alternative to cost con-
tainment as it pegs actual costs to
average costs of a given region. This
legislation rightly sets two variable
rates for reimbursement of hospitaLs,
one for urban and the other for rural.
However, given the fact that health
care costs have been dispropotnately
borne by the elderly over the past 2
years, we have to insure that any such
system is sensitive to those on fixed
income who could be forced to pay a
greater share of their income under
such a payment plan. In other words,
we do not want to pass along those
costs not reimbursed by the Federal
Government to beneficiaries,

The legislation before us is of funda-
mental importance to the future of 36
million of our fellow Americans and
millions more to follow. We have no
real choice we must pass this bill or
face the national trauma of having
socIal security miss its first payday in
more than 40 years. Some of the best
mmds in the Nation were employed to
bring about the reform package before
us Some of the best possible solutions
are in this bill as are some of the
worst. I do not vote for this bill with
any enthusiasm but I do so with a
sense of responsibility. It is a compro-
mise—we all know it—but It is also all
that we have at the present time.
Therefore, I urge a favorable vote so
that the minds of our senior citizens
can be eased and the apprehensions
that social security is to collapse can
be put to rest.•
• Mr. RIT1'ER. Mr. Chairman, the
social security system is an Indispens-
able source of Income for millions of
older Americans. The solvency of this
system is of paramount concern to me,
but I could not support H.R. 1900, the
Social Security Act Amendments f
1983. There are many provisions in
this blU that I feel we, as a legislative
body, should examine more closely
such &s the coveiage of Federal eni-
ployees, the increase in social security
payroll taxes, and the long-term fund-
ing sollutions. In 1971, the American
people were told that the tax increases
and benefit reductions would guaran-
tee the health of the social security
system into the next century. Six
years later, the Congress came back
for a massive bailout program. How
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long, It must be asked, will this plan
keep social security solvent?

However, I do support the provision
that extends the unemployment bene-
fits of our NatIon' unemployed. We
have a responsibility to lend a helping
hand to our unemployed. These work-
ers, who, through no fault of their
own, have lost thefr jobs, and nave
bills and mortgages to pay, The exten-
sion of unemployment benefits s cer-
tainly one wy whith the Federal
Government can ease the burden for
our unemployed workers and their
families.e
• Ms. KAPTTJR. Mr. Chairman, the
historic social security legislation
before the House today s a compro-
niise. Because it s a compromise, each
and every aspect of it Is not entirely
acceptable to all those it affects. I
firmly believe, though, that a failure
to accept the compromise is a failure
to meet our obligation to the Ameri-
can people and to do so with di&
patch—thus, to reinforce a most hn-
portant pillar of our economic and
social system.

The strength of this compromise lies
in its general fairness, imposing sacri-
fices and hardship equally on present
and future beneficiaries as well as the
public as a whole. With the acceptance
of this compromise and the resultant
guarantee of the social security sys-
tem's survival, we will keep intact the
compact of trust between generations
which Is the fundanient principle
upon which the system exist&

In moving expeditiously and orth
rightly on this Issue, the House has as-
sured the NatIons social security re-
cipients that they will not mss a
single social security check. We will
provide peace of mind to our Nation's
senior citizens who, of late, have not
always had that luxury.

Solvency has been achieved through
slight adjustments In benefits and
taxes and not through benefit cuts,
which I steadfastly oppose. We are
protecting the poorest of recipients by
offsetting the freeze on the cost-of-
living adjustment by ncreasthg the
supplemental security income program.
(SSD. We will be protecting as well
our local economies by guaranteeing
the revenue they receive from recipi-
ent spending. In Oh1os ninth dstrct,
this is over $4.5 million per month
from more than 74,500 people—no
small concern in a region sufferng
desperately from economic dislocation.

I am disappointed that the House
did not address the important issues
invo1ve in mandaUng participation hi
the social security system for newly
hired Federal employees. I WI]! work
to insure that Congress does not
renege on Its commitment to Federal
empioyees and current Federal retir-
ees. Their full pens!on rights under
the civil service retirement system
must be guaranteed. Similarly, a Fed-
eral suplementa1 pension program
needs to be established before January
1 1984. Such a system should place no

additional financial burden on new
Government employees,

The greatest challenge and uIthnate
reponsibfflty of any RepreeitatIve b
to legislate In a manner that 1mproves
the quality of life for the greatest
number of his or her consUtuents, Be-
cause of the dversfty of nterests in
any parileular dstrict meeting that
responsibillty often requires tradeoffs
and compromises on the broad0 hstor-
Ic issues. Social security t sucJht n
issue, Today, I am confldent that we,
as Members of Congress, have carrIed
out the duty with which we have been
charged and kept faith wfth the
American peop1e.

Mr. WOLF. Mr. Chairman, it believe
we are all in agreement that ?ecause
of both the short- and long-term fi-
nancing problems facing the social se-
curity system, action by the Ccngres
before this summer is crucial to con-
tinue the payment of benefits to inil-
lions of Americans who have been
promised security In their retirement
years.

Where reasonable men and women
differ on this issue, however, t In how
we carry out the responsibiflty, I fully
appreciate the work and efforts of
both the bipartisan National Commis-
sion on Social Security Reform and
the House Ways and Means Commit-
tee In formulating a reform package to
bail out the sociai secur1t system. In
carefully considering the bill before u
today, however. I find a long-term so-
luUon missing and believe that the
adoption of the amendmeg b the
gentleman from Texas (Mr. P1cKx)
offers an alternative to shore up our
old age Insurance system well into the
next century and I rise n support of
the Pfckle amendment.

I believe a gradual increase in the re-
tirement age phased In in two steps be-
ginning in 2000 Is a fair and equitable
option that must be seriously consid-
ered. I do not belleve further ncreas-
ing the tax burden on Americans by
continually raising socia' ecur1ty pay-
roll taxes is the answer. We must con-
sider that between 1940 an 18O, the
life expectancy at birth hs ncreaed
by 12 years. Longevity t expected tc
increase even further In future years.
The responsible action to take today Is
to begin to phase in changes n the
system so that younger workers today
can be confident n th future f social
security.

Even with the adoption o th1
aniendment, however, there re cer-
tain . portions of the committee bill
that concern me greafly. The ffrst Is
the proposal to force new1Y hired Fed-
eral employees into the socIa' security
system. I believe this propsi is a
shortsighted solution which has not
received the thorough and arefu
study t deserves. Merging Federal
workers into social securfty major
and h!storic change In the civil service
system with far-reaching Impact on
the quality of the Federal Govern-
ment itself. Such a decisirnii could
erode the future revenue bs of the

civil service retirement system, and
this is a great source of worry to all
current civil servants. In addition, the
new Federal employees to be covered
by social security would need a new re-
tirement system to supp'ement social
security.

I believe it would be irresponsible o
the Congress to bring new Federal
workers into socia' securfty without
addressing those concerns. We should
deal with the social security financial
crisis without creating a crisis situa
tion in the civil service retirement
system.

Because this proposal such a dras
tic change in course for the civil serv
ice system, 1 believe this option de-
manded consideration on its own
merits. The rule to consider this bill
did not allow a separate vote on this
issue, however, and I believe that to be
grossly unfair to the Federal work
force.

Another portion of this bifi also con-
cerns me because It singles out the
self-employed to bear more than their
fair share of the proposed tax In-
crease. The self-employed, who repre-
sent 8 percent of the work force,
would carry 20 percent of the burden
of Increased payroll taxes. This self-
employment tax increase would aIso
increase the tax burden disproportion-
ately for low-Income workers. This
proposal would be particularly dis-
criminatory a1so aga!nst women, who
have increased during the last 30 years
from ii percent to 26 percent of the
self-employed work force, The unfair
tax Increase on the self-employed
would discourage Innovative and Im-
portant contributions to society from
this segment of the work force and
dampen the incentive for risk taking
and entrepreneurship which Is the
backbone of American free enterprise,

AgaIn, I want to emphasize my ap-
preciation to the niember of the bi-
partisan commission and the Ways
and Means Comzrnttee for their time
and effort in formulating this reform
package. I know a lot of hard work ha8
gone into this Important legislation
and I understand fully the responsibil-
ity of the Congress to address the ui
nancial solvency of the social security
system.

It s wfth reluctance that I vote
against this bill, but I do o because I
cannot reconcile the unfair treatment
this legislation contains for Federal
employees and the seLf-emp'oyed, It is
my sincere hope that the Senate In
considering this bill will make the nec-
essary adjustments to assure fairness
for these two groups of American
workers so that when the House again
considers the conference report on
this bill, that I can support final pas
sage of this leg1s1at1on.
• Mr. ACKERMAN. Mr. Cha1rmar, I
have been a Member of this House for
only 1 week, but today I have the op-
portunity to cast a vote on one of the
mose crucial issues to ever face the
Congress. I refer, of course, to H.R.

CONGRESSIONAL RECORD — HOUSE 111013



H 1014
1900, Social Security Act Amendments
of 1983. and our debate today on the
future of the social security system.

I strongly support social security. I
believe it is critical for this Congress
to maintain the bond that has been
forged between the Federal Govern-
ment and millions of workers and re-
tirees across this great Nation. I wish
to commend the efforts of the leader-
ship of this House, and the members
of the National Commission on Social
Security Reform, for their contribu
tions to the national discussion on this
most important subject.

However, I feel that this legislation
falls short of the goal of protecting
the rights and Interests of the workers
and retired persons of this country.

By forcing new Federal workers into
the social security system, we would,
by the most gracious estim3tes, be
contributing only 13 percent of the
funds needed to make the social secu-
rity system solvent over the long haul.
The actual figures may well be much
lower. But we would do this at the cost
of jeopardizing the pension rights that
have been pledged to millions of Fed-
eral employees. These benefits have
been paid for In good faith by Govern'
ment workers, and we in the Congress
have the duty to see that our commit-
ment to them is not tarnished. But the
legislation before us could very well
deplete the civil service retirement
fund, with disastrous consequences for
Federal workers and retirees, their
families, and their dependents.In addItio, ia11 pu
postponement of the cost-of-living al-
lowance for social security and supple-
mental security income recipients con-
tamed in this legislation. It would be
unconscionable to allow the COLA to
be delayed while the third year of the
regressive Reagan tax cut goes into
effect. The burden of takiiig this
Nation out of its great economic d.is-
tress must be shared by all. It must
not be allowed to fall upon the shoul-
ders of the elderly, the infirm, and
those In need of our be1p.

Likewise, the drastic increase in the
social security tax for the self-em-
ployed will fall disproportionately
upon those of modest meaiLs,

Mr. Chairman, the disastrous eco-
nomic policies implemented by. Presi-
dent Reagan pose the greaterit danger
to the well-being of the social security
system and the people who depend
upon it. The administration's econom
ic program, which ha.s caused unem-
ployinent in the Nation to skyrQcket
to unprecedented levels, is the real
cause of the problem we are address-
ing today. The best way to boLster
social security is to scrap Reaganomics
and return this country to full em-
ployment. That would shore up the
social security system with the em-
plover and employee payroll conLribu-
tions that have historic1}y supported
benefits for mUions of retired and ths-
abled Americans and their survivors.

Mr. Chairman, we must preserve cur
commitment to those who lock toward

CONGRESSIONAL RECORD — HOUSE
the social security system for assist-
ance during their retirement years.
But we cannot honor that commit-
ment by cutting back on benefits to
social security recipients, or by break-
rng our pledge to other workers or to
retired Americans.•
• Mr. MINETA. Mr. Chairman, as
former chairman of the Budget Com-
mittees Task Force on Budget Proc-
ess, I would like to express my sIarp
disappointment with the provision in
this bill to take social security off
budget.

In 1967 the President's Budget Con-
cepts Commission recommended that
all Federal programs be shown as part
of the same budget, a "Ur.ified
Budget",

Starting in the early 1970's some
programs—notably the Federal Fi-
nancing Bank—were placed off budget
by statute. Off-budget spending is ex-
actly the same as on-budget spend-
ing—it is simply not counted. But it is
a part of the Federal debt, since the
Treasury finances all spending. In
fiscal year 1982 SPRO oil purchases
were taken off budget as recorci1iat1on
savings.

Moving social security and medicare
off budget, which was recommended
by the Social Security Commission, is
poor policy for three reasons.

First, it is bad for the budget process
since It results in a budget that is un-
derstated by over $300 billion. Mem-
bers will not be in a position to consid-
er Federal spending as a percent of
,iiv economy. Nor will they be able to
directly compare similar prograns—
for example, medicare will be off
budget but medicaid on budget. Nor
will they get a valid comparison of dif-
ferent components of Federal spend-
ing—defense, means-tested programs,
grants to States, and so forth will all
be overstated as percent of total
spending. Nor will the revenue portion
of the budget give an adequate por-
trayal of the total tax burden on tax-
payers.

Second, it may be bad for social se-
curity benefits. Currently it is widely
believed that social security and medi-
care are financed by taxes on the po-
tential beneficiaries. This is not true—
there are a number of general fund
subsidies—by 1988 they could total $20
to $30 billion. Those subsidies are not
obvious now, since they are paid by
one fund and received by another—a
net zero. But, with sociai scurity off
budget, these subsidies will be very
visible sfrce they alone will remain as
on-budget payments. Highlighting
these subsidies could provide more am-
munition for groups that want to cut
benefits.

Third. it is bad for the deficit, hence
for other spending programs. With the
reforms, social security will be sol-
vent—that s, in surplus—through the
end of the century. This surplus would
be shown off budget, so the on-budget
deficit would be overstated. Voting for
unnecessarily overstated deficits seems
like unnecessary political pain. It
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could also lead to pressure against the
remaining on-budget program., most
notably against discretionary appro-
priations.

As chairman of ths task force I in-
troduced a comprehensive budget
reform bill which, among other things,
would bring off-budget agencies on
budget. In addition, we held hearings
in the 96th Congress on this issue and
included language in our bucget reso-
lution of fiscal year 1980 to affirm our
commitment to "relate accurately the
outlays of off-budget Federal entities
to the budget." Again in 1982 and 1983
we carried forward this commitment
with language In the budges resolution
which expressed the sense of Congress
language that provides that future
budget resolutions should also portray
off-budget spending.

I will support this bill becauc of the
need to take immediate measures to
assume long-term solvency of the
social security system, but this off-
budget provision is a reversal in the
budget process and we must do some-
thing to change this.

I hope the conferees will delete the
provisions to make social security off
budget in 1988 and in the event the
conferees do not take this action I
intend to introduce legislation to
change this before 1988.•
• Mr. CONYERS. Mr. Chairman,
since its creation in 1935, social secu-
rity has proved to be the largest, most
successful, and popular social program
in the Nation's history. Primarily a
social insurance program supported by
the beneficiaries themselves, social se-
curity also contains features that
benefit lower income retirees. For ex-
ample, those who earn the smallest
income receive a higher benefit in pro-
portion to their lifetime contribution
than those who earn the maximum
income taxable under social security.
While social security enjoys broad sup-
port among all income groups, its de-
tractors oppose the program precisely
because it is a Federal income mainte-
nance program.

During the past 2 years, significant
cuts were made in social programs af-
fecting low-income households. It is
deplorable that in Congress there wa.s
so little organized opposition to the
cuts especially since they coincided
with the largest tax giveaways to cor-
porations and the biggest increase in
peacetime military spending in the Na-
tion's history.

This year it is social security's turn
at the budgetary chopping block.
Social security is the latest casuaity of
a depressed economy and a concerted
administration policy to curb all types
of nondefense spending in order to
protect competing funds for the de-
fense buildup and generate savings o
reduce the budget deficit.

The question of social security really
boils down to one of prioritIes and po-
litical pressure. Why should a Federai
guarantee of Department of Defen.se
obligations, which clearly is at the top
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of the President's agenda—and which
will Involve close to $2 trillion over the
next 5 years—t.ake precedence over a
Federal guarantee for social security
obligations? s it fair for older Ameri-
cans to shoulder the lion's share of
budgetary sacrifice this year, just as
low-income households shouldered It
during the previous 2 years?

Attacks on social security have been
frequent and varied over the years.
First, opponents claimed the program
was too costly to operate. That proved
false Few other Federal programs can
claim as low an administrative over
head—a mere 1.2 cents on each dollar,
Next, opponents charged the program
was marked by fraud and abuse. That
allegation also proved groundless. Last
year social security disbursed $160 bil-
lion In benefits to more than 36 mil-
lion recipients, and relatively little
abuse was found. Defense spending
with its uncontrollable cost overruns
and lack of competitive bidding on
contracts produces far more waste and
fraud In Its current $240 billion
budget.

More recently, critics have attacked
social security benefits as being overly
generous. Reflecting that position, the
Reagan administration, after only 5
months In office, proposed the largest
benefit cuts—nearly $50 billion—in the
program's history, only to withdraw
the proposal In the face of massive
public repudiation and opposition. The
average benefit, currently, is $408 per
month, under $5000 per year, or the
equivalent of $94 a week. If anything,
social security benefits, In many cases,
are too low, when housing and heating
bills, food, and major medical costs are
considered,

Social security was created to Insure
a minimally decent standard of living
for older Americans in their retire-
ment. A sign of its success is the dra-
matic decrease in poverty among older
Americans—a drop from 25 percent In
1970 to 15 percent currently. Some 15
million retired persons today would
still be living in poverty were it not for
social security benefits. While over 78
percent of the income the elderly re-
ceive derives from social security bene-
fits, 1 in 6 retirees, or 6.5 million per-
sons, still live In or near the poverty
level—among the black aged, nearly 40
percent live In poverty, 3 times as
many as among the white aged. Clear-
ly, social security still has a long way
to go to eliminate econo-rJc hardship
among older persons, as was originally
Intended,

During the past year, conservative
opponents of the program mounted a
damaging attack, They managed to
convince a majority of citizens that
social security was in dire financial
trouble and that only a major reduc-
tion in its costs could rescue social se-
curity from financisi collapw. To bol-
ster these claims, the Presidents Com-
mission on Social Security Reform
produced grim actuarial figures and
economic forecasts that showed a. cu-
mulative program deficit of between

$150 and $200 billion over the balance
of the 180's. These figures assume
very little Improvement In the econo-
my during this extended period, and
for that reason alone are tentative, if
not downright questionable. The
hidden and questionable assumptions
behind the Commission's proposals
seemed to be calculated moie to pres-
sure Congress to enact swiftlj the pro-
posals than to reveal any truth about
social security. Een the most. stalwart
supporters of social security on the
Commission appeared to accept the as-
sumptions and reconimendatjoos in
order to shore 'up public confidence
that social security would contirme to
operate In the future.

Social security, however, is not im-
periled, although its opponents cer-
tainly seek to demoralize and divide its
base of support, Congress always will
find ways to support social security aslong as the program enjoys broad
public support. The real issue in the
social security debate now before Con-
gress is the future direction of the pro-
gram—whether benefits should be cut
at all and whether regressive payroll
taxes ought to be raised again—and
not the Immediate danger of financial
Insolvency. By raising public fears
needlessly about social security's
future, and linking its alleged fipanejal
trouble to benefit levels rather than to
the troubled economy, the Reagan ad-
ministration found a ready formula
for promoting its effort to whittle
down benefits and down size the pro-
gram in future years.

Social security can only run out of
funds if the Nation's economy runs
out of steam altogether. It is financed
entirely by payroll taxes of employers
and employees, and its receipts accu-
rately reflect the condition of the
economy. When the economy is
strong, social security trust fund rev-
enues are ample; however, when the
economy is depressed over a long
period, revenues drop draniaticafly.

Recessions and high unemployment
have financially weakened social secu-
rity. Every additional 1-percent in-
crease in the Nations jobless rate rep-
resents a loss of at least $1.6 billion in
payroll tax revenues. In addition,
during high-unemploymert periods in-
creasing numbers of workers opt for
early retirement which boosts the
payout the program costs, In 1982
social security had a $5.7 hihion defi-
cit. If the jobless rate last year stood
at only 6 percent, rather than the
actual 9.7 percent, the trust fund
would have had a surplus, i-mt a defi-
cit.

The proposal before Congrsss would
raise an additional $150 bhian over
the next several years througi benefit
reductions and further payrnu tax in-
creases—in .1977 Congress raised an ad-
ditional $300 billion in payroll hikes to
cover any possible shortage of rev-
enues arising from economic weakness.
The Commission's proposal to delay
by 6 months the cost-of-living adjust-
ment would cost a single retiree $133

in 193 alone, which for Individuals
living at the margin, can be consider-
able. The Commission also proposed,
and Congress Is considering a 3-per-
cent increase In the payroll tax on the
self-employed. The burden of this tax
hike would fall on the incomes of
small business owners, many of whom
already face serious financial difficul-
ty.

Social security will remain vulner-
able to economic ups and downs unless
it is insulated from economic and po-
litical pressures, The top priority
ought to be to rebuild public confi-
dence in the program's stability. In-
stead, the Commission's proposals,
while plugging estimated deficits, will
simply maintain a high level of public
anxiety until the next period when a
rundown economy produces another
round of social security red ink.

The best medicine now to allay
public fears about social security Is to
put the full faith and credit of the
U.S. Government behind it. Social Se-
curlty should be allowed to borrow, on
a standby basis, any sums it needs to
cover benefits during periods of eco-
nomic recession or depression. The
borrowed funds would be repaid with
interest when the economy Is strong.
In addition, Congress should reauthor-
ize interfund borrowing, which expires
on July 1, 1983, untIl a Federal bor-
rowing authority is established, This is
standard Practice in many European
nations. It was recommended by the
rrt. ninistratjon, ant' approved
by the House of Representatives in
1977. Even the President's Social Secu-
rity Commission calls for "a fail-safe
mechanism . - . so that benefits could
continue to be paid on time despite un-
expectedly adverse conditions." These
measures alone would meet any short-
term difficulty and allow time for a
much deeper and broader national
debate on the future direction of
social security.

Unless a Federal guarantee Is estab-
lished, social security will continue to
be held hostage to economic shifts or
faulty economic policies, or both; and
future beneficiaries will again be
called upon to make sacrifices or else
anxiously face more uncertainty—and
all for other programs favored by
other Presidents, such as the current
massive boost in weapons production
and defense spending. Why not give
all older Americans a decent break, in-
stead?
• Mr. McDADE. Mr. Chairinan, today
we are acting on legislation to restore
the social security system to solvency.
The biii before us contains provisions
which will directly affect every citizen
o this country for at least the next 50
years. Although I support H.R. 1900,
and will vote for its final passage, I do
so with some considerable reluctance.

This massive measure has been
brought to the floor of the House with
very limited time for consideration. Al-
though the Social Security Commis-
sion provided a number of recommen.
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dations for Increasing revenues and re-
ducing expenditures, this body has
had little or no opportunity to consid-
er alternative funding measures. Even
worse, there has been little opportuni-
ty for Members to vote on the linpor-
tant Issues this legislation raises,
either in committee or on the floor.
We are presented with a take-it-or-
leave-it situation. If this bill does not
pass, the social security system will be
In serious financial peril. It may be the
only realistic chance we have to save
the system. However, by passing it, we
are heaping large new burdens upon
self-employed, farmers and business-
men, Federal employees, and other
without any opportunity to consider
their grievances and explore alterna-
tive funding sources to meet those
grievances.

I am extremely disturbed that I am
unable to vote separately on the af
fects of this bill on the self-employed.
Unfortunately, this bill will mean a
larger increase In taxes for the self-
employed than for others. For the
seLf-employed, the bifi Increases the
tax from 9.35 percent to 14 percent.
The tax credit of approximately 2 per-
cent only reduces the real cost to 11.9
percent, which stifi is a huge Increase
over current law, and far higher than
the employee rate.

For a self-employed person earning
$20,000, this amounts to an annual tax
increase of $510. If the Income level is
$35,000, the Increase will be almost
$900. This tii iooha baii u
Impose on our farmers and small busi-
nessmen, which are so essential to our
economic well-being. It is especially
unfair since employees will be paying
more than 4 percentage points less
than the self-employed rate. Certainly,
there are more equitable solutions
which we are not being given the
chance to consider today.

The proposal to place new Federal
employees under the social security
system is unwise and shortsighted. Al-
though this measure may help to re-
solve the short-term financing prob-
lems, I have serious reservations as to
how this measure will affect the
system in the long run. Further, I am
extremely concerned about the inevi-
table detrimental effects this proposal
will have on the civil service retire
ment program.

As Members of Congress we have a
responsibility to provide Federal work-
ers past and present with the retIre
ment benefits they have earned and
that they deserve. Placing new Federal
hires under the social security system
wifi make it difficult for us to live up
to that responsibillty. The major prob-
lem with this proposal is that it will
erode the future revenue base of the
civil service retirement program. With
the elimination of new funds ccming
into the cIvil service system, Congress
will, at some time in the future, be re-
quired to finance the system in order
to meet the obligations to future Fed
eral retirees.
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This proposal would also require

that a second, supplemental system be
created to assure an adequate retire-
ment for these new Federal workers.
History has already shown us that the
costs of operating two employee retire
ment systems is between two and four
times greater than simply havb,g one
system. Furthermore, the U.S. Treas-
ury will experience a substantk1 loss
of revenues. Under the current system,
social security benefits are tax free,
whereas 10.6 percent of Federal annu-
ity payments are returned to the
Treasury in taxes paid by retIrees.

It is unfortunate that we are not
being given the opportunity today to
vote on these provisions of the bill. If
we had been given the chance, I most
certainly would have voted against
placing Federal employees under the
social security system, and against the
onerous burdens imposed on the self-
employed farmers and small business
men.•
• Mr. LEHMAN of Callforna Mr.
Chairman, I rise today to speak in
favor of the passage of H.R. 1900, the
Social Security Act Amendments of
1983.

It is no secret that the social secu-
rity system is currently facing a severe
financial crisis. In fact, upon close ex-
amination of the social security
system, it becomes painfully obvious
that the social security trust fund is
on the verge of bankruptcy.

It is Important to note that H.R.
1900 calls for sacrifices by aM of those
persons involved with socfa security;
current social ecurlty recipIents,
future retirees, Federal employees,
self-employed Americans, and all tax-
payers. Like many of my colleagues, I
realize that this package of reforms is
far from perfect. However, I am con-
vinced that the choice offered to us
here today is a clear cut one. We can
either vote for HR. 1900, which pro-
vides for the continued financ1a] secu-
rity of the social security system, or
we can vote against the measure and
leave soca1 security to go bankrupt by
the end of this year. With such a deci-
sion before us, the only responsible
course of action is to pass this meas-
ure. Only through the passage and
successful implementation of H.R.
1900 can we provide for the retfrement
incomes of the millions of Amerkan
workers who depend on social security
for their livelihood.

With respect to the two amendments
which are being offered today by my
colleagues Messrs. Pzcxz. and PPR,
I must vote against both. I be1eve that
the National Commission on Sodal Se-
curity Reform ha. adeQ1at1y ad-
dressed the vast majorit3r of prcblems
facing social security. I do nt believe
that it is h. the best teret of social
security that we make 1st nJnute
changes in the Commissk recom-
mendations.

Like many of my colleagues hi the
House of Representatves ]t have, re-
ceived a great deal of mail from my
constituents on thiz ilnportaiLt ssue.
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The great majority of this mail has
been from Federal and postal employ-
ees. I regret that I did not have the
opportunity to vote upon the rule re-
garding the inclusion of Federal and
postal employees in the social security
system. This is certainly one of the
provisions that I would have changed
had I had the opportunity.

Many of the Federal and postal em-
ployees whom I represent have ex-
pressed their fear that H.R. 1900 will
initiate the demise of the civil service
retirement system. I would like to take
this opportunity to stress my commit
ment to preserving the integrity of the
civil service retirement system. The
Congress will be addressing this issue
later during the year, and I would add
my voice to those of my fellow Mem-
bers who have pledged their support
of the Federal workers In their fight
to preserve their retirement system.
• Mr. RAHALL. Mr. Chafrman, I rise
in support of H.R. 1900, the Social Se-
curity Act Amendments of 1983. While
each of us has his or her disagree
ments on particular aspects of the bill,
when taken as a whole, the legislation
takes important steps toward solving
the short- and long-term problems
facing social security.

Estimates by the Social Security Ad-
ministration indicate this bifi will
create revenue increases and outlay
decreases totaling $165.3 billion be-
tween 1983 and 1989 for the retire-
ment and disability trust funds. The
bulk of savings will be achieved from
delaying the COLA for 6 months--
$39.4 billion—accelerating the payroll
tax—$39.4 billion—taxing benefits for
those retirees earning over $25,000 as
an individual or $32,000 for a couple,
and Increasing the self-employment
tax—$ 18.5 billion.

This legislation addresses the prob-'
lems created by a change n our eco
nomic climate. When trust fund re-
serves drop below 20 percent at the be-
ginning of any year after 1987, COLA's
would be based on the average in-
crease in the Consumer Price Index
(CPI) or wages, whichever is lower.
When reserves reach 32 percent in th
trust fund, a catchup payment would
be provided to all who suffered a loss
in benefits during slower economic
times. During periods when reserves
are between 20 and 32 percent,
COLA's will be based on the CPJ as
they are presently. In anticipating a
slow economic upturn between 1983-47
the bill authorizes Interfund borrow-
ing between the three funds which
comprise the social security system—
retirement, disability, and medicare. It
should b. noted that provision must
be made for the repayment at the ear-
liest possible date, no later than the
end of 1989.

At long last we have addressed the
problems wth uncashed sccial secu-
rity checks. If a period 6 months
has elapsed from the tln'e a check is
issued, the Treasury Department now
will be authorized to credit the
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amount of the uncashed check to the
appropriate trust fund. Also, I have
shared the concern that money in the
trust fund could be more wisely invest-
ed. ILR. 1900 allows the funds to be
invested In short- and long-term rates
in order to get a maximum return for
invesUng money in the trust funds.

Many of my constituents have been
upset over a provision under current
law regarding assistance given to SSI
recipients In the form of emergency
and in-kind aid counted as income,
Under ELR. 1900. emergency and in-
kind assistance provided by private
nonprofit organizatio would be dis-
regarded under the SS and AFDC
provams If the State determines the
aid was based on need.

Presently my State has the unwant-
ed d1stlntion of leading the Nation In
unemployment at 17.8 percent. ny
of our unemployed have or will short-
ly exhaust their unemployment bene-
fits. Title V of this bIll provides a most
needed extension of the Federal unem-
p1oyment compensation program. In
West Virginia, Individuals who become
eligible for Federal unemployment
payments on or alter April 1, 1983, can
get up to 14 additional weeks of bene-
fits. Those In fny State who have ex-
hausted their Federal unemployment
benefits on or before April 1, 198, will
be eligible for up to 10 additional
weeks of benefits. While the lobless in
my district would much rather be
working than receiving a check, this
action assures the long-term jobless—
through no fault of their own—that
we in the Federal Government have
not forgotten about their needs and
those of their families. Many unem-
ployed have approached me recently
about their concern over the fact their
health benefits would soon run out. I
want to point out that this legislation
provides States the option of deduct-
ing a health insurance premium from
unemployment benefits if the inivid-
uai elects to do so and if the State has
a health insurance program for the
jobless.

Under title VI Congress Implements
a program to place a control on health
care costs to the Government. Health
care reimbursement, mainly under
medicare and medicaid, will be broken
down into 467 diagnostic-related
groups (DSG). Separate rates will be
devised for urban and rural areas in
each of the nine census districts of the
country. Congress Is providing an in-
centive to control rising health care
costs through this reimbursement
system. For example, If a hospital bills
the Federal Government more than its
allowed DRG rate, it will have to find
a way to make up the cost difference.
On the other hand, if the same hospi-
tal submits a bill for less than the
DRG rate, it can keep the difference
between what the Government pays
for that particular Item and its lower
cost. So instead of having a more or
less open ended reimbursement
system, Congress is now trying to
induce hospitals and others to control

health care costs. Hopefully a pattern
of more controlled health care costs
will develop for all Americans.

Many postal workers and Federal
employees in West Virginia have con-
tacted me to express their strong op-
position to the inclusion of new em-
ployees under social security. I have
always opposed these attempts in the
past and I would have done so today
had I been given the opportunity for a
separate vote on this issue. X am very
pleased that the distinguished chair-
man of the Committee on Post Office
and Civil Service assured us today that
there is nothing in this legislation to
stop new Federal and postal workers
from paying into the civil service re-
tirement system, an Issue of great in-
terest to many Government workers.

We must not be mislead by our ac-
tions today as to one of the most seri-
ous problems facing social security and
the Nation—the current recession. It Is
incumbent upon all of us in Congress
to put Americans back to work and I
will do my best to work toward the
goal of putting the unemployed back
to work.

Mr. NEAL Mr. Chairman, I am re-
covering from back surgery and am
under doctor's orders to remain at
home, The social security system faces
serious financial problems because of
high unemployment, deep recession,
and a generally failing economy. The
plan calls for sacrifice to be made by
all Americans, and for the benefit of a
system so vital to the well-being of our
people; I believe the sacrifices are war-
ranted. Had I been presented on the
floor, I would have cast my votes as
follows:

Yes. Final passage: ER. 1900, The Social
Security Act Amendments of 1983

No. An amendment offered by Mr. Pickle.
Yes. An amendment offered by Mr.

Pepper.
Mr. Chairman, I support Mr. PEP

rsa's amendment, because I believe It
Is a mistake at this time to attempt to
deal with shortfalls in the system pro-
jected for well into the next century.
It Is difficult, if not impossible, to ac-
curately predict economic conditions
that far Into the future. The Pepper
amendment, among other things,
strikes the committee's provision re-
ducing Initial benefit levels in the year
2000, postponing remedial action for
several years. I am not in complete
agreement with the amendment, but,
In my opinion, it substantially im-
proves the committee bill.*
• Mr. GAYDOS. Mr. Chairman, I
support all the good that social secu-
rity does, and I believe that a proper
purpose of Government is to make It
possible for its citizens to live with dig-
nity and Independence; to live in op-
portunity and in freedom from finan-
cial ruin.

However, if the blue ribbon conunis-
sion that sent us this solution to social
security's problems were an auto-
mobile dealership, it could be justlfl-
ably hauled before a better business
bureau to explain accusations of bait-
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and-switch and high pressure sales-
manship that depends on hasty action
taken under fear of loss.

This Is no way for the Congress of
the United States to consider legisla-
tion that could force economic bond-
age on the people who will have to live
with it after we are gone; it is no way
to guarantee anything but another
crisis.

There is a better way, and it involves
the use of general revenue rather than
higher taxes and fiddling with retire-
ment benefits and sound outside pen-
sion plans and the retirement age; In
short, it involves things other than
economic Conscription.

Furthermore, If social security were
an automobile, it would be roundiy
condenmed by Consumer Reports as
unsafe and unsound.

As for soundness, we seem to be on a
5-year cycle of adjustment and re-
pairs—always temporary repairs.

Congess give it a major overhaul in
1972—in response to the pressures of
that time—and then had to ask the
people to stand for $277 billion in re-
pairs in 1977; but that thp to the shop
was to carry us well Into the 21st cen-
tury.

However, today we have It back In
for more work, and the bill for this
tuneup is $188 billion.

Those of us who are here in 1987 or
1988 can reasonably expect to be
told—agaIn under high pressure—that
we need to move up to some near year
the payroll tax increases that have
been scheduled, and maybe to set up a
schedule of hikes through 2035 to
stave off intervening emergencies. By
the way, I have read the payroll tax
could be 28 percent by 2035.

The addition of options turned a
sound basic model Into something else
again.

I checked the record for. 1935—and
by no means do I want to re-create the
conditions of 1935—to see what we had
when we started. And here is the way
Mr. Doughton of North Carolina ex-
plained the bill to the House:

The essential feature of the social security
bill Is that of social Insurance against the
principal hazards or risks that have caused
American families to become dependent
upon relief.

These causes are well known (1) unem-
ployment, (2) old age, (3) lack of a bread Win-
ner In famIlies with young children, and (4)
sickness. The bill includes comprehensive
measures against all but the last of these.

The bill established the pension
system. It set aside money for depend-
ent children to age 16, but It did not
Include them In what became the pen-
sion system. It also established unem-
ployment insurance. It did not do a lot
more.

In 1935 they were estimating that 10
million would benefit from the system
by 1970, and the debate did not project
much further. Today we have about 36
million, I have read.

The basic model got a lot of options
over the years.
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Mr. Chairman, by no means do I ad-

vocate returning to a system as lean
and as lncompasslonate as that of
1935; I believe In opportunity for or-
phans, dignity for widows, equity for
the disabled, Independence for the
aged, and I want them to have it.

And I further believe In getting the
system back to its basic soundness In
providing fair and just old age benefits
that meet the needs of the times, and
In meeting as much of the other op.
tions as the fund can accommodate;
and we turn to general revenue for
what Is necessary to meet the needs
above that.

For money we can look among the
millions and billions spent on foreign
aid, among the millions and billions
spent in developing the economies of
foreign nations so they can dump
goods here that cause unemployment
among workers who pay the social se-
curity tax.

You see, If the additions get too ex-
pensive, and the taxes too high, the
people will break the contract and the
system is lost. If we bleed dry the Fed-
eral pension system for a quick fix in
1983, the only thing we guarantee Is
that the 107th or 108th Congress will
have to conscript more money to fix
both—temporarily.

The years have turned a sound basic
model into a lemon and it Is never
going to deliver good mileage until
Congress takes it apart—not in haste
or fear, but with deliberation—and
makes the right repairs. This bill does
not do that.

For these reasons, I must vote
against this measure..
• Mr. SYNAR. 'Mr. Chairman, the
vote we face today on social security Is
one of the most difficult votes I have
cast. On one hand, we face the pros-
pect of burdening our small businesses
by moving up scheduled tax increases,
taxing benefits for the first time, and
creating fear among current middle-
aged Federal employees over the fate
of their retirement. But on the other
hand, we face the option of leaving
social security without an answer to its
growing financial problem. While
voting against the bill would placate
the legitimate concerns of the various
groups affected by the bill—small busi-
nesses, senior citizens, and Federal em-
ployees—it would be irresponsible.
There is no alternative. For that
reason, Mr. Speaker, I will vote for the
bill.

Once we have completed work on
this bill and it is law, we must Immedi-
ately address two equally important
Issues. First, the tax increase that we
are moving up from 1985 to 1984 could
have a serious impact on small busi-
nesses, depending on the condition of
our economy and the status of recov-
ery. We must closely monitor this and
be prepared to act If needed. We owe It
to our' small businesses: As I have
walked up and down main streets in
northeastern Oklahoma the small
business owners have told me that
they want to help—but are not sure
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they can bear the increased tax
burden.

And second, we must guarantee
middle-aged Federal employees who
are vested in the existing civil service
retirement and have paid Into it for
10, 15, and 20 years that their retire-
ment will be there when they need it.
They are worried the result of our
putting new Federal employees under
social security would be to lock their
retirement into diminishing revenues
while the liabifity remains the same.
Congress will stand behind their pen-
sions. But we must assure them.

Mr. Speaker, there are several com-
ponents of thIs bill that I do not like. I
am sure every Member of this House
feels the same. But I have been im-
pressed by the bipartisan effort by
Members as well as the support of my
constituents, and I wifi vote for it be-
cause we all will soon count on social
securlty.S

Mr. ROSTENKOWSKI. Mr. Chair-
man, I have no further requests for
time, and I yield back the balance of
my time.

Mr. CONABLE. Mr. Chairman, I
yield my remaining time to the gentle-
man from Illinois (Mr. Mic).

The CHAIRMAN. The gentleman
from Illinois (Mr. Micnni is recog-
nized for 18 mInutes.

(Mr. MICHEL asked and was given
permission to revise and extend his re-
marks.)

Mr. MICHEL. Mr. Chairman, back in
1941 when I was employed in my first
40-hour-a-week job between high
school and college I was paid the
handsome sum of $13 a week gross or
$12.87 net take-home pay because the
social security tax In those days was
only 1 percent.

My father had deductions from his
pay In that same year that totaled $30
for the entire year, since the law at
that time called for a 1-percent-payroll
deduction for an employee up to the
maximum of $3,000 income.

In filing my income tax return for
1982 I will pay a self-employed social
security tax 100 times larger than my
father paid as a maximum under the
law 40 years ago.

There Is absolutely no way we can be
honest to ourselves or our children by
forcing the same kind of progressive
tax burden on our children during the
next 40 years.

I guess I am also reminded of the
number of times my• dad asked me
before he died just a few years ago
why he was getting those increases in
his social security checks when his
company pension check stayed the
same.

I had to respond by telling him that
I was one of those responsible for
amending the law to tie social security
benefits to the cost-of-living index.
Then he would say, "But, Bob, I don't
know how long you can continue to do
that when we didn't earn it." Then I
would recount to my dad that when I
was a junior Congressman some of us
just got fed up with the bidding game
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that went on between the political
parties as to which could vote the
higher benefits to social security recip-
ients, this side or that, 4 percent, 5
percent or more. That, is the way it
went and it got to be rather disgusting.

So a number of us got together and
considered why not turn to the
scheme industry and labor are turning
to more and more in negotiating their
wage-management contributions, and
that was tying wages and salaries to
the cost-of-living index.

If it was good principle for them,
why not for social security?

All well and good except for one
factor that we left out of our calcula-
tions back in 1972 when we finally per-
suaded the Congress to adopt the prin-
ciple of tying social security benefits
to the CPI and that was double-digit
Inflation.

Automatic increases of 14 percent,
11 percent, 10 percent, back to back,
were just too much for the system to
bear.

So that brings us, frankly, to where
we are today.

Mr. Chairman, It has taken this
Rouse 2 years to make the journey
from crisis to compromise in social se-
curity financing reform. The journey
from there to here was senseless and
rather destructive and debilitating.
Seldom has an issue demanded so
much statesmanship but produced so
doggone much demagoguery.

Seldom have the energies and re-
sponsIbilities of legislative bodies been
so misdirected and misused in the
course of reaching a consensus. But
that Is behind us and before us is a
compromise.

Before us Is a product born out of
necessity and ripened by the kind of
bipartisan deliberation that does this
body some real credit. I must pause
here to reiterate what was said by my
colleague from Illinois (Mr. RosisN-
KOWSKI) the chairman of the Ways
and Means Committee. Throughout
the last 2 years several Members of
this body have certainly behaved and
acted like statesmen. I am particularly
proud of my two appointees to the
Social Security Commission, BAtnsEfi
CONABLE of New York, ranking
member on the Ways and Means Com-
mittee, and Biu. ARCHER of Texas, for
their invaluable contributions to the
work of the Commission.

I should also like to single out the
chairman of the Ways and Mean.
Committee, the gentleman from flU-
nois (Mr. RosTENKowsxI), and the
other gentleman from Texas (Mr.
Picxis), chairman of the subcommit-
tee who in their own deliberate way
kept the light of compromise and con
ciliation burning while others did all
they could do to snuff it out.

I support this compromise. I support
it despite reservations about the addi-
tional tax burdens it will Impose.

I support it despite my own personal
belief that we could have done more In
reforming the structure of the system,
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and it is in that vein that I will vote
for the Pickle amendment later o
today.

I support the compromis because
compromise Is the only hope we have
for the survival of social security,

We have no other choice. We have
no other alternative that could pass
this House. And I think that is what
we have to be talking about.

There are many of us, not a maor
a number of us who would like to

do this, a number of us who would like
to do that, some more who would like
to do this and some more who would
like to do that, and none of those mdi-
violual groups willing to meet with the
othet enough to give you 2l votes to
pass this House of Rpresentatives,
That is what makes this whole art of
compromise, a working together with
both sides of the aisle, factions on
both sides to put together something
that will fly in the House.

There are people right now outside
the Capitol standing In protest against
the comprognjse because they contend
there are other alternatives. But their
interests are rather personal, just as
many of ours would be on an individu-
al basis. Their intent is sincere, but
their conclusions are wrong. We have
run out at time. We have run out of
solutions,

Time has run out for those Ameri-
cans who are looking to social security
to sustain them in their retirement
years. Their future depends on what
we do here today.

squally as critical to me is the
future of those younger Americans
who are just beginning to make their
way in the private sector, building a
base of resources for themselves and
their families.

I feel a strong sense of obligation to
those young people, X look at my four
children now all married and hopeful-
ly beginning to get into that grand-
child area. We call upon them to
supply the resources so that our older
citizens can retire with greater dignity
and greater security.

We went to them in the last decade
and imposed a heavier tax burden on
them to secure social security beyond
the et century, remember, just a
few years ago. We secured nothing.
We saved nothing. We deceived them
and, frankly, we deceived ourselves,

I do not want that to happen again,
This compromise must work as well

for America's young people as it does
for America's senior citizens, Again,
this is why I intend to support the
Pickle amendment over the Pepper
amendment,

If there Is one compelling argument
In favor of the Pickle amendment it is
this: When social security was origi-
nally enacted life expectancy for men
was 60.11 years, for women it was 65.2,
or an average of 62.9, remembering
that 66 then was the year for retiring.
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By 1980 life expectancy for men had

increased to 69.8. for women it went

up to 'rl.2, or an average of 73.6 years
on an average. Now that is better than
a 10-year increase In life expectancy
during the past 40 years and it is high
time we take those figures Inter ac-
count before piling on yet another
round of tax Increases on our children
and our grandchiIdre,

I want to preserve for my kids and
my grandchildren a social security
system worthy of the name.

I do not ever again want to be asked
to go back to those young Americans
and demand from them still higher
taxes to save social security.

This compromise to me Is a commit-
ment to them as much as It is a com
mitment to the current and future
social security recipients,

So I hope that in the course of our
further deliberations this afternoon,
during consideration of the debate on
the two amendments, that there willbe a resounding vote for th Pickle
amendment and against the Pepper
amendment because that is one sure
way of doing the right thing here
today.

The CHAXRMAN. Pursuant to the
rule, the bill Is considered as having
been read for amendment under the 5-
minute rule. No amendments are in
order except the following amend-
ments, which shall not be subject to
amendment and shall be considered
only in the following order. First,
amendments recommended by the
Committee on Ways and Means;
second, the amendment printed in the
CoNcaxssIoN RECORD of March 8,
t983, by Representative PICKLE of
Texas, and said amendment shall be
debatable for not to exceed 2 hours,
equally divided and controlled by the
proponent of the amendment and the
chairman of the Committee on Ways
and Means, or his designee; and third,
the amendment printed In the Cox-
oazssos RECORD of March 7, 1983,
by Representative Pzrr of Florida,
said amendment shall be in order even
if the amendment designated No,
has been adopted, and said amend-
ment shall be debatable for not to
exceed 2 hours, equally divided and
controlled by the proponent of the
amendment and the chairman of the
Committee on Ways and Means, or his
designee,

The text of the bill, H.R 1900, is as
follows:

KR. 1900
it enacted 1y lPze Senate and House of

)epresentaUves of the United States of
America to Congress assembled,
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"Social Security Act Amendments of 1983",

TABLE OF CONTENTS
Sec. Li. Short title.
TITLE I—PROVISIONS AFFECTxo TEE

FINAlCING OF THE SOCIAL SECU-RITY SYST
Pant' A—COVERAGE

Sec. 101. Coverage of,,, newly hired Federal
employees,

Sec. 102. Coverage of employees of nonprof.
It organizations,

111019
Sec. 103. Duration ci agreements for cover-

age of State and local employ.
ess.

PART B—COMPOTAT!ON or Bxwxrrr Aacuwrs
Sec. Liii, Shift of cost-of-living adjustmen

to calendar year basis.
Sea, L112, Cost-of-living increases to be based

on either wages or prkc
(whichever Is lower) when bal-
ance In OASDI trust funds
falls below specified level,

Sea, ilLS. Elimination of wlndIaII benefits
for lindividuak reeeLhrhig pen-
sions from noncovered employ-
ment,

Sac, 114, Increase in old-age Insurance
benefit amounts OR account of
delayed retirement.

PAss C— vEuus PRovIsxog
Sea. 121. Taxation of socIal security and

railroad retirement benefits.
Sea, 1123. CredIt for the elderly and the per-

manently and totally disabled.
Sea, 123, Acceleration of increases In PICA

taxes; 1984 employee tax
credit,

See, 124. Taxes on self-employment income;
credit against such taxes.

Sea, 1126. AllocatIons to disability insurance
trust fund.

Pam D—Bgxmrrrs roe CERnsss 8uEvrvsG,
Dsvoacm, AND Dxsatsn Srousas

Sec. 1131, BenefIts for surviving divorced
spouses and disabled widows
and widowers who remarry.

Sea, 132, EntItlement to divorced spouse's
benefits before entitlement of
insured Individual to benefits;
exemption of divorced spouse's
benefits from deduction on ac-
count of work.

Sea. 1133. Xndenfng of deferred surviving
Spouse's benefits to recent
wage levels.

Sec. 1134. LImitation on benefit reduction
for early retirement In case of
disabled widows and widowers,

]Fsav E—Mrc srss ro Assv Cossnqugs
l3saxrre PAYMENTS IN UMEzpsc'rmay AD-
vmss CoRDrnoNs

Sea, 14. Normalized crediting of social se-
curity taxes to trust funds.

Sea. 142. Interfund borrowing extension,
Sec. 1143, RecommendatIons by Board of

Trustees to remedy inadequate
balances In the Social Security
Trust Fends.

Pam P-.-.Onsax FINANCING AMENDMENTS
Sec. 161, Financing of noncontrthutory mil-

Itary wage credits.
Sec. 162. Accounting for certain umsegotiat-

ad checks for benefits under
the social security program.

TITLE 11—ADDITIONAL PROVISIONS
RELATING TO LONG-TERM NANC-
ItNO OF THE SOCIAL SECURITY
SYSTEM

Sec. 201. Adjustments in OASDI benefit
formula,

Sea, 202. Adjustmemt in OASDX tax rates,
TITLE !II—MISC OUS AND

TECHNICAL PROVISIONS
PART A—CAsH MANAcxam

Sec. 301. Float periods.
Sec. 302. Interest on late State deposits,
Sea. 303. Trust fund investment procedures,
See, 304. Budgetary treatment of trust fund

operations.
PART B—ELIMINATION OF GzqDaa-BAs

DISflNCJI1ONS
Sec. 811. DIvorced husbands.
Sec. 312, Remarriage of surviving spouse

before age of eligibility,
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Sec. 313. fllegltimate children.
Sec. 314. Transitional insured status.
Sec. 315. Equalization of benefits under sec-

tion 228.
Sec. 316. Father's insurance benefits.
Sec. 317. Effect of marriage on childhood

disability benefits and on other
dependents' or survivors' bene-
fits.

Sec. 318. Credit for certain military service.
Sec. 319. Confcrining amendments.
Sec. 320. Effective date of part B.

PART C—Co VEBAGE

Sec. 321. Coverage of employees of foreign
affiliates of American employ-
ers.

Sec. 322. Extension of coverage by interna-
tional social security agree-
ment.

Sec. 323. Treatment of certain service per-
formed outside the United
States.

See. 324. Treatment of pay after age 62 as
wages.

See. 325. Treatment of contributions under
simplified employee pensions.

Sec. 326. Effect of changes in names of
State and local employee
groups in Utah.

Sec. 327. Effective dates of international
social security agreements.

Sec. 328. TechnIcal correction with respect
to withholding of sick pay of
participants in multiemployer
plans.

Sec. 329. Amount received under certain de-
ferred compensation and salary
reduction arrangements treat-
ed as wages for FICA taxes.

Sec. 330. Codification of Rowan decision
with respect to meals and lodg-
ing.

PART D—OTUER AMENDMENTS

Sec. 331. Technical and conforming amend-
ments to maximum family
benefit provisions.

Sec. 332. Reduction from 72 to 70 of age
beyond which no delayed re-
tirement credits can be earned.

Sec. 333. Relaxation of insured status re-
quirements for certain workers
previously entitled to a period
of disability.

Sec. 334. Protection of benefits of illegit-
imate children of disabled
beneficiaries.

Sec. 335. One-month retroactivity of
widow's and widower's insur-
ance benefits.

Sec. 336. Nonassignability of benefits.
Sec. 337. Use of death certificates to pre-

vent erroneous benefit pay-
ments to deceased individuals.

Sec. 338. Public pension offset.
Sec. 339. Study concerning the establish-

ment of the Social Security Ad-
ministration as an independent
agency.

Sec. 340. Conforming changes in medicare
premium provisions to reflect
changes in the cost-of-living
benefit adjustments,

TITLE IV_SUPPLEMENTAL SECURITY
INCOME BENEFITS

Sec. 401. Increase in Federal SSI benefit
standard.

Sec. 402. Adjustments In Federal SSI pass-
through provisions.

Sec. 403. SSI Eligibility for temporary resi-
dents of emergency shelters for
the homeless.

See- 404. I5isregarding of emergency and
other in-kind assistance pro-
vided by nonprofit organiza-
tions.

TITLE V—UNEMPLOYMENT
COMPENSATION PROVISIONS

STIFrImE A—FEDERAL SUPPLEMENTAL
CoMPENSATION

Sec. 501. Extension of program.
Sec. 502. Number of weeks for which com-

pensation payable.
Sec. 503. Coordination with trade readjust-

ment program.
Sec. 504. Effectiye date.

SUBTITLE B—MIscELLANEOUS PRovIsioNs
Sec. 511. Voluntary health insurance prO-

grains permitted.
Sec. 512. Treatment of certain organiza-

tions retroactively determined
to be described in section
501(c)(3) of the Internal Reve-
nue Code of 1954.

TITLE VT—PROSPECTIVE PAYMENTS
FOR MEDICARE INPATIENT HOSPI-
TAL SERVICES

Sec. 601. Medicare payments for inpatient
hospital services on the basis of
prospective rates.

Sec. 602. Conforming amendments.
Sec. 603. Reports, experiments and demon-

stration projects, and intent of
Congress respecting new capi-
tal expenditures.

Sec. 604. Effective dates.
TITLE f—PROVISIONS AFFECTING THE FI-

NANCING OF THE SOCIAL SECURITY
SYSTEM

PART A—COVERAGE

COVERAGE OF NEWLY HIRED FEDERAL
EMPLOYEES

Ssc. 101. (a)(1) Section 210(a) of the
Social Security Act is amended by striking
out paragraphs (5) and (6) and inserting in
lieu thereof the following:

"(5) Service performed in the employ of
the United States or any instrumentality of
the United States, If such service—

"(A) would be excluded from the term
'employment' for purposes of this title if
the provisions of paragraphs (5) and (6) of
this subsection as in effect in January 1983
had remained in effect, and

"(B) Is performed by an individual who (i)
has been continuously in the employ of the
United States or an instr.unentality thereof
since December 31, 1983 (and for this pur-
pose an individual who returns to the per-
formance of such service after being sepa-
rated therefrom following a previous period
of such service shall nevertheless be consid-
ered upon such return as havthF been con-
tinuously in the employ of the United
States or an instrumentality thereof, re-
gardless of whether the period of such sepa-
ration began before or after December 31,
1983, if the period of such separation does
not exceed 365 consecutive days), or (ii) is
receiving an annuity from the Civil Service
Rt'tirement and Disability Fund, or beneftts
(for service as an employee) under another
retirement system established by a law of
the United States for employees of the Fed-
eral Government or members of the uni-
formed services;
except that this paragraph shall not apply
with respect to—

"(I) service performed as the President or
Vice President of the United States,

"(ii) service performed—
"(I) in a position placed In the Executive

Schedule under sections 5312 through 5317
of title 5, United States Code,

"(II) as a noncareer appointee in the
Senior Executive Service or a noncareer
member of the Senior Foreign Service, or

"(III) in a position to which the individual
is appointed by the resident (or his desig-
nee) or the Vice President under cection
105(a)(1), 106(a)(1), or 107 (a)(1) or (b)(1) of

March 9, 1983
title 3, United States Code, if the maxhnuni
rate of basic pay for such position Is at or
above the rate for levgl V of the Executive
Schedule,

"(iii) service performed as the Chief Jus-
tice of the United States, an Associate Jus-
tice of the Supreme Court, a judge of a
United States District Court (including the
district court of a territory), a judge of the
United States Claims Court, a judge of the
United States Court of International Trade,
a judge of the United States Tax Court, a
United States magistrate, or a referee in
bankruptcy or United States bankruptcy
judge,

"(iv) service performed as a Member, Dele-
gate, or Resident Commissioner of or to the
Congress, or

"iv) any other service in the legislative
branch of t.he Federal Government 11 such
service is performed by an individual who,
on December 31, 1983, is not subject to sub-
chapter III of chapter 83 of tItle 5, UnIted
States Code;

"(6) Service performed in the employ of
the United States or any instrumentality of
the United States if such service is per-
formed—

"(A) in a penal. institution of the United
States by an inmate thereof;

"(B) by any individual as an employee in-
cluded under section 5351(2) of tItle 5,
United States Code (relating to certain in-
terns, student nurses, and other student em-
ployees of hospitals of the Federal Govern-
ment), other than as a medical or dental
intern or a medical or dental resident in
training; or

"(C) by any individual as an employee
serving on a temporary basis in case of fire,
storm, earthquake, flood, or other similar
emergency;".

(2) Section 210(p) of such Act Is amended
by striking out "provisions of—" and all that
follows and inserting in lieu thereof "provi-
sions of subsection (a)(5).". -

(b)(1) Section 3121(b) of the Internal Rev-
enue Code of 1954 is amended by striking
out paragraphs (5) and (6) and inserting in
lieu thereof the following:

"(5) service performed In the employ of
the United States or any instrumentalitY of
the United States, if such service—

"(A)' would be excluded from the term
'employment' for purposes of this title if
the provisions of paragraphs (5) and (6) of
this subsection as In effect In January 1983
had remained in effect, and

"(B) is performed by an individual who Ii)
has been continuously in the employ of the
United States or an instrumentality thereof
since December 31, 1983 (and for this pur-
pose an individual who returns to the per-
formarice of such service after being sepa-
rated therefrom following a previous period
of such service shall nevertheless be consid-
ered upon such return as having been con-
tinuously in the employ of the United
States or an instrumentality thereof, re-
gardless of whether the period of such sepa-
ration began before or after December 111.
1983, if the period of such separation does
not exceed 365 consecutive days), or (ii) Is
receving an annuity from the Civil Service
Retirement and Disability Fund, or benefits
(for service as an employee) under another
retirement system established by law of the
United States for employees of the Federal
Government or members of the uniformed
scrvices
except that this paragraph shall not apply
with respect to—

'ti) service performed as the President oi
Vice President of the United States.

(ii) service performed—
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'(fl in a position placed in the Executive
Schedule under Sections 5312 through 5317of title 5. United States Code.
0(11) as a noncareer appointee in the

Senior Executive Service or a noncareer
member of the Senior Foreign Service, or"(Iii) In a position to which the thdwidual
Is appointed by the President (or his desig-
nee) or the Vice President under section
105(a)(1), 106(a)(1), or 107 (a)(1) or (b)(1) of
title 3, UnIted States Code, if the maximum
rate of basic pay for such position is at or
above the rate for level V of the Executive
Schedule,

"(iii) service performed as the Chief Jus-tice of the United States, an Associate Jus-
tice of the Supreme Court. a Judge of a
United States court of appeals, a judge of a
United States district court (including theçlistrict court of a territory), a judge f the
United States Claims Court, a judge of theUnited States Court of Internatjone. Trade,
a judge of the United States Tax Court, aUnited States magistrate, or a referee in
bankruptcy or United States bankruptcy
judge,

"(iv) service performed as a Member, Dele-
gate, or Resident Commissioner of or to theCongress, or

"(v) any other service in the legislative
branch of the Federal Governnent if such
service is performed by an individual who,
on December 31, 1983, is not subject to sub-chapter III of chapter 83 of title 5, UnitedStates Code;

"(6) service performed in the employ of
the United'States or any instruxnentaiity ofthe United States if such service is per-formed—

"(A) in a penal institution of the Unitedstates by an inmate thereof;
"(B) by any individual as an employee in-luded under section 5351(2) of tItle 5,

United States Code (relating to certain in-
;erns, student nurses, and other student em-)loyees of hospitals of the Federal Govern.
nent), other than as a medical or dental
ntern or a medical or dental resident inraining; or
"(C) by any Individual as an employee

erving on a temporary basis in case of fire,
torm, earthquake, flood, or other similarmergency;".
(2) Section 3121(uX1) of such Code is

mended to read as follows;
"(1) IN GENERJjL—.For purposes of theaxes imposed by sections 3101(b) and

111(b), subsection (b) shall be applied with.
ut regard to paragraph (5) thereof.",
(cxl) SectIon 209 of the Social Security
Ct is amended by adding at the end thereofie following new paragraph:
"For purposes of this title, in the case ofr individual perforinlj,g service under the
rovisions of section 294 of title 28, United
Lates Code (relating to assignment of re-
red justices and judges to active duty), the
rm 'wages' shall, subject to the provisions
subsection (a) of this section. include anyLyment under section 371(b) of such title
which is received during the period ofch service,".

(2) Section 3121(1) of the InteriaJ Reve-
ie Code of 1954 (relating to computation
wages in certain cases) is amended by

ding at the end thereof the following newragraph:
'(5) Sanvics PEapoaMsi) BY CERTAIN RE-
EO JUSTICES AND .TUDGE5.—For Purposes of
s chapter, in the case of an individual

rf'rrning service under the provisions of:tion 294 of tItle 28. United States Code
>latlng to assignment of retired justices
d judges to active duty), the term 'wages'
all, subject to the provisions of subsection(1) of this section, include any payment
der section 371(b) of such title 28 which

is received during the period of such serv-
ice.",

(d) The amendments made by this section
shall be effective with respect to remunera
tion paid after December 31, 1983.

COVERAGE OF Er,cpLoys op NONPROFIS'
ORGANIZATIONS

Ssc. 102. (a) Section 210(a)(3) of the
Social Security Act is amended—

(1) by striking 01st "(A)" Immediately after"(8)";
(2)> by striking out "subparagraph" whereit first appears and Inserting in lieu thereof

"paragraph"; and
(3) by striking out subparagraph (B).
(b)(1) Section 3121(b)(8) of the Internal

Revenue Code of 1954 is amended—
(A) by striking out "(A)" immediately

after "(8)";
(B) by striking out "subparagraph" where

It first appears and inserting in lieu thereof
"paragraph"; and

(C) by striking out subparagraph (B).
(2) Section 3121(k) of such Code Is re-pealed.
(3) Section 3121(r) of such Code is amend-ed—
(A) by striking out "subsection (b)(8)(A)"

and "section 210(a)(8XA)" in paragraph (3)
and inserting in lieu thereof "subsection(b)(8)" and "section 210(aX8y', respectively;and

(B) by striking out paragraph (4),
(c) The amendments made by the preced-

ing provisions of this section shall be effec-tive with respect to service performed after
December 31, 1983 (but the provisio of
sectIons 2 and. 3 of Public Law 94-563 and
section 312(c) of Public Law 95-216 shall
continue in effect, to the extent applicable,
as though such amendments had not beenmade).

(d) The period for which a certificate is in
effect under section 3121(k) of the Internal
Revenue Code of 1954 may not be terminat-ed under paragraph (1)(D) or (2) thereof on
or after March 31; but no such certificate
shall be effective with respect to any serviceto which the amendments made by this sec-tion apply.

(eXI) If any lndIviduaj
(A) on January 1, 1984, is age 55 or over,and is an employee of an organization de-

scribed in section 210(ay8)(B) of the Social
Security Act (A) which does not have Ineffect (on that date) a waiver certificate
under section 3121(k) of the Internal Reve-
nue Code of 1954 and (B) to the employees
of which social security coverage Is ex-tended on January 1, 1984, solely by reason
of the enactment of this section, and

(B) after January 1, 1984, acquires the
number of quarters of coverage (within the
meaning of section 213 of the Social Secu-
rity Act) which Is required for purposes of
this subparagraph under paragraph (2),
then such individuai shall be deemed to be a
fully insured Individual (as defined in sec-
tion 214 0 the Social SecurIty Act) for all of
the purposes of title XI of such Act.

(2) The number of quartej's of coveragewhich is required for purposes of subpara-graph (B) of Paragraph (1) shall be deter-mined as follows;
In the c'lse of an indlvld. The number of Uuartersual wan on January or coverage so re.1, 1984. Li— qufred shaLl be—
age 60 or over

8age 59 or over but less than age 80 8age 58 or over but less than age 59 12
age 57 or over but less than age 58..... 18
age 55 or over but less than age 57 20.(f) Effective for cost reporting periods be-ginning on or after October 1, 1982, para-graph 6) of section 1886(b) of the Social Se-
curity Act is repealed,

DURATION OF AGREEME1er5 FOR cOvERAGE op
sTATE arm LOCAL EMPLOYEES

SEc. 103. (a) Section 218(g) of the SocialSecurity Act is amended to read as followu
"Duration of Agreement

"(g) No agreement under this section may
be terminated, either in its entirety or with
respect to any coverage group, on or afterthe date of the enactment of the Social Se-
curity Act Amendments of 1983.".

(b) The amendment made by subsection(a) shall apply to any agreement in effect
under section 218 of the Social Security Acton the date of the enactment of this Act,without regard to whether a notice of termi-
nation is in effect on such date, and to any
agreement or modification thereof whichmay become effective under such section218 after that date.
PART B—C0MPIYrATI0N o Bawzprr AssovNrs

snmrr or COST-OF-LIVING ADJusrMJq'r5 To
CALENDAR YEAR BASIS

SEc. 111. (a)(1) Section 215(l)(j)(A) of theSocial Security Act is amended by strikingout "the calendar quarter ending on March31 in each year after 1974" and inserting inlieu thereof "the calendm quarter ending
on September 30 in each year after 1982".

(2) SectIon 215(i)(2)(A)(ji) of such Act Isamended by striking out "June" and insert-ing Lu lieu thereof "December",
(3) Section 215(i)(2)(A)(ffl) of such Act Is

amended by striking out "May" and insert-ing in lieu thereof "November",
(4) Section 215(i)(2)(B) of such Act is

amended by striking out "May" each place
it appears and Inserting in lieu thereof "No-vember".

(b)(1) Section 215(i)(4) of such Act isamended by Inserting ", as modified by the
application of the amendments made by sec-tion 111(b)(2) of the Social Security Act
Amendments of 1983," after "as in effect in
December 1978" where it first appears,

(2) SectIon 215(i) of such Act as in effect
in December 1978, and as applied in certain
cases under the provisions of such Act as in
effect-after December 1978, Is amence

(A) by striking out "March 31 in each yearafter 1974" in paragraph (1)(A) and Insert-ing in lieu thereof "September 30 in eachyear after 1982";
(B) by striking out "June" in. paragraph

(2)(A)(ij) and inserting in lieu thereof "De-cember"; and
(C) by striking out "May" each place it ap-pears in paragraph (2)(B) and Inserting inlieu thereof "November",
(c)(l) Section 203(f)(8yA) of such Act isamended by striking out "June" and Insert-

ing in lieu thereof "December",
(2) Section 230(a) of such Act is amendedby striking out "June" and inserting in lieuthereof "December",
(3) Section 202(m)of such Act (as It ap-plies in certain cases by reason of section 2of Public Law 97-123) Is amended by striking

out "May" and inserting in lieu thereof "No-vember".
(d) The amendments made by this sectionshall apply with respect to cost-of-living in-

creases determined under section 215(1) ofthe Social Security Act for years after 1982;except that the amendments made by sub-
sections (a)(1) and (b)(2XA) shall apply onlywith respect to cost-of-living increases deter-
mined under such section 215(1) for yearsafter 1983.

(e) Notwithstanding any Provision to the
contrary In section 215(1) of the Social Secu-rity Act, the "base quarter" (as defined in
paragraph (1XAXI) of such section) in thecalendar year 1983 shall be a "cost-of-living
computation quarter" within the meaningof Paragraph (1XB) of such section (and
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shall be deemed to have been determined by
the Secretary of Health and Human Serv-
ices to be a cost-of-llv1ng computation
quarter" under paragraph (2)(A) of such
section) for all of the purposes of such Act
as amended by this section and by other
provisions of this Act, without regard to the
extent by which the Consumer Price Index
has Increased since the last prior cost-of-
living computation quarter which was estab-
lished under such paragraph (1)(B).
cosT-0FLPflNG INcREAsEs TO BE BASSO ON

EITHER WAGES OR PRICES (WHICHEVER 15
LOWER) WHEN BALANCE IN OA5DI TRUsT
FVNDS FALLS BELOW SPECIFIED LEVEL

SEC. 112. (a) Section 215W(1) of the Social
Security Act is amended—

(1) by striking out "In whlch' in subpara
graph (B) and all that follows down
through the first semicolon in such subpar-
agraph and Inserting in lieu thereof "with
respect to which the applicable increase per-
centage is 3 percent or more;";

(2) by striking out "and" at the end of
subparagraph (B);

(3) by redesignating subparagraph (C) as
subparagraph (H); and

(4) by Inserting after subparagraph (B)
the following new subparagraphs:

"(C) the term %pplicable Increase percent-
age' means—

"(i) with respect to a base quarter or cost-
of-living computation quarter in any calen-
dar year before 1988, or in any calendar
year after 1987 for which the OASDI fund
ratio is 20.0 percent or more, the CPI in-
crease percentage; and

"(II) with respect to a base quarter or cost-
of-living computation quarter in any calen-
dar year after 1987 for which the OASDI
fund ratio is less than 20.0 percent, the CPI
increase percentage or the wage increase
percentage, whichever (with respect to that
quarter) is the lower,

"(D) the term CPI increase percentage',
with respect to a base quarter or cost-of-
living computation quarter in any calendar
year, means the percentage (rounded to the
nearest one-tenth of 1 percent) by which
the Consumer Price Index for that quarter
exceeds such index for the most recent prior
calendar quarter which was a base quarter
under subpararaph (A)(il) or. if later, the
most recent cost-of-living computation quar-
ter under subparagraph (B);

(E) the term wage increase percentage's
with respect to a base quarter or cost-of-
living computation quarter in any calendar
year, means the percentage (rounded to the
nearest one-tenth of 1 percent) by which
the SSA average wage index for the year
immediately preceding such ca1endr year
exceeds such index for the year Immediate-
ly preceding the most recent prior calendar
year which included a base quarter under
subparagraph (A)(il) or, if later, which in-
cluded a cost-of-living computation quarter

"(F) the term OASDI fund ratio', with re-
spect to any calendar year, means the ratio
of—

"(I) the combined balance In the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund, reduced by the outstanding
amount of any loan (including, interest
thereon) theretofore made to either such
Fund from the Federal Hospital Insurwce
Trust Fund under section 201(1), as of the
beginning of such year, to

(i1) the total amount which (as estimated
by the Secretary) will be paid from the Fed-
eral. Old-Age and Survivors Insurance Trust
Fund and the Federa1 Disability Insurance
Trust Fund during such calendar year for
all purposes authorized by section 201
(other than payments of interest on, or re-
payments of, loans from the Federal Hospi-

tal Insurance Trust Fund under section
201(1)), but excluding any transfer pay-
ments between such trust funds and reduc
Ing the amount of any tr&isfers to the Rail-
road Retirement Account by the amount of
any transfers into either such truss fund
from that Account;

(G) the term SSA average wage 1ndex
with respect to any calendar year, means
the average of the total wages reported to
the Secretary of the Treasury or h dele-
gate for the preceding calendar year as de-
termined for purposes of subsection
(b)(3)(A)(Ii); and".

(b) Section 215W(2)(A)th) of ch Act is
amended by striking out "by the same per
centage" and all that follows down through
the semicolon, in the sentence Inunedlately
following subdivision (III), and thserting in
lieu thereof "by the applicable increase per•
centage".

(c) Section 215(1) of such At is further
amended by adding at the end thereof the
following new paragraph:

(5)(A) If—
"(I) with respect to any calendar year the

appllcable increase percentage' ws deter-
mined under clause (ii) of paragraph (1)(C)
rather than under clause (i) of such Para-
graph, and the increase becoming effective
under paragraph (2) in such year was ac-
cordingly determined on the basis of the
wage increase percentage rather than the
CPI Increase percentage (or there was no
such Increase becoming effective under
paragraph (2) in that year because the wage
Increase percentage was less than 3 per-
cent), and

"(ii) for any subsequent calendar year in
which an increase under paragraph (2) be-
comes effective the OASDI fund ratio
greater than 32.0 percent,
then each of the amounts descrthed in sub-
divisions (I), (II), and (III) of paragraph
(2)(A)(ii), as increased under paragraph (2)
effective with the month of December in
such subsequent calendar year, shall be fur-
ther increased (effective with such month)
by an additional percentage, which shall be
determined under subparagraph (B) and
shall apply as provided in subparagraph (C).

"(B) The applicable additional percentage
by which the amounts described in subdivi-
sions (I), (ID, and (III) of paragraph
(2)(A)U1) are to be further Increased under
subparagraph (A) in the subsequent calen-
dar year Involved shall be the dference be-
tween—

"(1) the compounded percentage benefit
increases that would have been paid 1 all
increases under paragraph (2) lad been
made on the basis of the CP ncreae per-
centage, and

"UI) the compounded perceitg beiefit
Increases that were actually paldi under
paragraph (2) and this paagraph
with such Increases being measured

"(iii) in the case of amounts decr1bed In
subdivision (I) of paragraph (2XAli) over
the period beginning with the cdar year
In which the Individual first became enUtled
to monthly benefits described h soh subdi-
vision and ending with such subiuent cal-
endar year, and

"(lv) In the case of amounts dcr1bed n
subdivisions (II) and (Ill) o paragraph
(2)(A)UD, over the period begthnng with
the calendar year in which the Individual
whose primary Insurance aowt I n-
creBsed under such subdvsiofl (lit) initially
became eligible for an old-age on d1iability
insurance benefit, or died before becoming
so eligible, and ending with ucI subsequeit
calendar year;
except that if the Secretary determ1nc in
any case that the application On accordance
with subparagraph (C)) of the additional
percentage as computed under the preced•
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ing provisions of this subparagraph would
cause the OASDI fund ratio to fall below
32.0 percent in the calendar year Immediate-
jy following such subsequent year, he shall
reduce such applicable additional percent-
age to the extent necessary to ensure that
the OASDI fund ratio will remain at or
above 32.0 percent through the end of such
following year.

(C) Any applicable additional percentage
Increase In an amount described In ubdIvl-
sion (I), (U), or (III) of paragraph (2)(A)(iD,
made under thi2 paragraph In any calendar
year, shall thereafter be treated for all the
purposes of this Act as a part of the in
crease made In such ainomt under para-
graph (2) for that year.".

(dXl) Section 215(iX2)(C) of such Act
amended by adding at the end thereof the
following new clause:

(iii) The Secretary shall determIne an
promulgate the OASDI fund ratio and the
SSA wage index for each celendar year
before November 1 of that year, based upon
the most recent data then available, and
shall include a statement of such fund ratio
and wage index (and of the effect such ratio
and the leve' of such index may have upon
bene,fit increases under this subsection) in
any notification made under clause (ii) and
any determination published under subpara
graph (D).".

(2) SectIon 215(i)(4) of such Act (a
amended by section 111(b)(1) of this Act) is
further amended by striking out 0section
111(bX2)" and Inserting in lieu thereof "sec-
tions 111(b)(2) and 112".

(e) The amendments made by the preced
Ing provisions of this section shall apply
with respect to monthly beneflts under titic
II of the Social Security Act for months
after December 1987.

(f) Notwithstanding anyThing to the con
trary in section 215UX1)(F) of the Social Se-
curity Act (as added by subsection (a)(4) of
thlB section), the combined balance in the
Trust Funds which s to be zsed in deter
mining the OASDI fund ratio" with re
spect to the calendar year 1988 under such
section shall be the estimated combined ba1
ance in such Funds as of the ccse of that
year (rather than as of Its beginning),
ELIMINATION OF WINDFALL L1FITS FOR INDI-

VIDUALS RECT!VING PENSIONS FROM NONCO
VERED EMFLOYMENT

SEC. 113. (a) Section 215(a) of the &ocia
Security Act Is amended by adding at the
end thereof the following new paragraph:

(7)(A) In the case of an individual whose
primary Insurance amount would be com
puted under paragraph (1) o this subse>
Lion, who—

(1) attains age 62 after 18 (except
where he or she became entit1e to a diabi1
Ity insurance benefi before 196 aic re-
mained so entitled in any of the 12 months
immediately preceding his or he atan-
ment of age 62), or

(ll) would attain age 62 afteu 195 nd bc
comes entitled to a disability navc
benefit after 1985,
and who Is entitled to a mont!ily erth
payment (including a payment etermnd
under subparagraPh (C)) based in wo1e o
in part upon his or her earnings for evlce
which did riot constitute empoyment' a
defined in section 210 for purpce of th
title (hereafter in thIs paragrath and th
subsection (d)(5) referred to a oncovere
service'), the primary Insurance amount o
that Individual during hJ or her concurrent
entitlement to such monthly periodic pay-
ment and to old-age or disability thurance
benefits shall be computed or recomputed
under subparagraph (B) with respect to the
initial month in which the indMdual be-
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comes eligible for such benefits. Notwith-
standing the preceding sentence, in no case
shall the primary insurance amount of an
insured individual be computed or recom-
puted under this paragraph if the monthly
periodic payment to which such individual
Is entitled is bmed in whole or in part on
earnings derived from the performance of
service as an employee of the United States,
or of an instruznentality of the United
States, before 1971, and such service consti-
tuted 'employment' as defined in section
210(a).

"(B) If paragraph (1) of this subsection
would apply to such an individual (except
for subparagraph (A) of this paragraph),
there shall first be computed an amount
equal to the individual's primary insurance
amount under the preceding paragraphs of
this subsection, except that for purposes of
such computation the percentage of the in-
dividual's average indexed monthly earnings
established by subparagraph (A)(i) of para-
graph (1) shall be 61 percent. There shall
then be computed (without regard to this
paragraph) a second amount, which shall be
equal to the individual's primary insurance
amount under the preceding paragraphs of
this subsection, except that such second
amount shall be reduced by an amount
equal to one-haJ.f of the portion of the
monthly periodic payment which is attribut-
able to noncovered service (with such attri-
bution being based on the proportionate
number of years of noncovered service) and
to which the individual is entitled (or is
deemed to be entitled) for the initial month
0 hIs or her eligibility for old-age or disabil-
ity insurance benefits. The individual's pri-
mary insurance amount shall be the larger
of the two amounts computed under this
subparagraph (before the application of
subsection (i)) and shall be deemed to be
computed under paragraph (1) of this sub-
section for the purpose of applying other
provisions of this title.

"(C)(1) Any periodic payment which other-
wise meets the requirements of subpara-
graph (A), but which is paid on other than a
monthly basis, shall be allocated on a basis
equivalent to a monthly payment (as deter.
mined by the Secretary), and such equiva-
lent monthly payment shall constitute a
monthly periodic payment for purposes of
this paragraph.

"(ii) In the case of an individual who has
elected to receive a periodic Payment that
has been reduced so as to provide a survi-
vors benefit to any other Individual, the
Payment shall be deemed to be increased
(for purposes of any computation under this
paragraph or subsection (d)(5)) by the
amount of such reduction.

"(iii) If an individual to whom subpara-
graph (A) applies is eligible for a periodic
payment beginning with a month that is
subsequent to the month in which he or she
bscomes eligible for old-age or disability in-
surance benefits, the amount of that pay
ment (for purposes of subparagraph (B))
shall be deemed to be the amount to which
he or she In, or is deemed to be, entitled
'subject to clauses (I), (ii), and (iv) of this
subparagraph) in such subsequent month.

"(lv) For purposes of this paragraph, the
:erm 'periodic payment' includes a payment
sayable in a lump sum ii it is a comn,uta-
ion of, or a substitute for, periodic pay-
nents.".

(b) Section 215(d) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(5) In thc case of an individual whose pri-
nary insurance amount is not computed
mder paragraph (1) of subsection (a) by
-eason of paragraph (4)(B)(U) of that sub-
ection, who—

"(A) attains age 62 after 1985 (except
where he or she became entitled to a disabil-
ity insurance benefit before 1988, and re-
mained so entitled in any of the 12 months
immediately preceding his or iser attain-
ment of age 62); or

"(3) would attain age 62 after 1985 and
becomes entitled to a disability inirance
benefit after 1985,
and who is entitled to a monthly periodic
payment (Including a Payment determined
under subsection (a)(7)(C)) based (in whole
or In part) upon his or her earnings in non-
covered service, the primary Insurance
amount of such Individual during his or her
concurrent entitlement to such monthly pe-
riodic payment and to old-age or disability
insurance benefits shall be the primary in-
surance amount computed or recomputed
under this subsection (without regard to
this paragraph and before the application
of subsection (I)) reduced by an amount
equal to the smaller of—

"(I) one-half of the primary Insurance
amount (computed Without regard to this
paragraph and before the application of
subsection (I)), or

"(ii) one-half of the portion of the month-
ly periodic payment (or payment deter-
mined under subsection (a)(7)(C)) Which is
attributable to noncovered service (with
such attribution being based on the propor-
tionate number of years of noncovered serv-
ice) and to which that individual is entitled
(or is deemed to be entitled) for the initial
month of his or her eligibility for old-age or
disability insurance benefits.
Notwithstanding the preceding sentence, in
no case shall the primary insurance amount
of an insured individual be computed or re-
computed under this paragraph if the
monthly periodic payment to which such in-
dividual Is entitled is based in whole or in
part on earnings derived from the perform-
ance of service as an employee of the United
States, or of an instrumentality of the
United States, before 1971, and such service
constituted 'employment' as defined in sec-
tion 210(a).".

(c) Section 215(f) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(9)(A) In the case of an individual who
becomes entitled to a periodic payment de-
termined under subsection (a)(7XA) (includ-
ing a payment determined under subsection
(a)(7XC)) in a month subsequent to the first
month in which he or she becomes entitled
to an old-age or disability insurance benefit,
and whose primary insurance amount has
been computed without regard to either
such subsection or subsection (d)(5), such
individual's primary Insurance amount shall
be recomputed, hi accordance with either
such subsection or subsection (d)(5), as may
be applicable, effective with the first month
of his or her concurrent entitlement to such
benefit and such periodic payment.

"(B) If an individual's primary insurance
amount has been computed under subsec-
tion (a)(7) or (d)(5), and it becomes neces-
sary to recompute that primary imurance
amount under this subsection—

"(I) so as to increase the monthly benefit
amount payable with respect to such pri-
mary insurance amount (except in the case
of the individual's death), such Increase
shall be determined as though such primary
insurance amount had initally been comput-
ed without regard to subsection (a)(7) or
(d)(5). or

"(ii) by reason of the individual's death,
such primary insurance amount shall be re-
computed without regard to (and as though
it had never been computed with regard to)
subsection (a)(7) or (d)(5).".

(d) Sections 202(e)(2) and 202(f)(3) of such
Act are each amended by striking out "sec-

Lion 215(f)(5) or (8)" wherever it appears
and Inserting in lieu thereof "section
215(f)(5), 215(f)(8), or 215(I)(9)(B)".

USCRRA5E IN OLD-AGE INsURANCE BENEFIT
AM0UN'rs ON AccouNT or DELAYED RETIREMENT

SEc. 114. (a) Section 202(w)(1)(A) of the
Social Security Act Is amended to read as
follows:

"(A) the applicable percentage (as deter-
mined under paragraph (6)) of such
amount, multiplied by".

(b) Section 202(w) of such Act is further
amended by adding at the end thereof the
following new paragraph:

"(6) For purposes of paragraph (1)(A), the
'applicable percentage' is—

"(A) ¼ 2 of 1 percent in the case of an indi-
vidual who first becomes eligible for an old-
age insurance benefit in any calendar year
before 1979;

"(B) ¼ of 1 percent in the case of an indi-
vidual who first becomes eligible for an old-
age insurance benefit in any calendar year
after 1978 and before 1987;

"(C) in the case of an individual who first
becomes eligible for an old-age insurance
benefit in a calendar year after 1986 and
before 2005, a percentage equal to the appli-
cable percentage in effect under this para-
graph for persons who first became eligible
for an old-age insurance benefit in the pre-
ceding calendar year (as increased pursuant
to this subparagraph), plus ½4 of 1 percent
if the calendar year in which that particular
individual first becomes eligible for such
benefit is not evenly divisible by 2; and

"(I)) % of 1 percent In the case of an indi-
vidual who first becomes eligible for an old-
age insurance benefit in a calendar year
after 2004.",

PART C—REVENUE PROVISIONS

SEC. 121. TAXATION OF SOCIAL SECURITY TIER I
AND RAILROAD RETIREMENT BENE-
FITS.

(a) GENmaL RULE.—Part II of subchapter
B of chapter 1 of the Internal Revenue
Code of 1954 (relating to amounts specifical-
ly included in gross income) is amended by
redesignating section 86 as section 87 and by
inserting after section 85 the following new
section:
"SEC. 86. SOCIAL SECURITY AND TIER I RAILROAD

RETIREMENT BENEFITS.

"(a) IN Gsaxaai..—Gross income for the
taxable year of any taxpayer described in
subsection (b) includes social security bene-
fits in an amount equal to the lesser of—

"(1) one-half of the social security bene-
fits received during the taxable year, or

"(2) one-hall of the excess described in
subsection (b).

"(b) TAXPAYERS To WHOM SUBSECTION (a)
APPLIES.—A taxpayer is described in this
subsection if—

"(1) the suni of—
"(A) the adjusted gross income of the tax-

payer for the taxable year (determined
without regard to this section and sections
221, 911, and 931), plus

"(B) one-half of the social security bene-
fits received during the taxable year, ex-
ceeds

"(2) the base amount.
'(c) BASE AM0TJNr.—For Purposes of this

section, the term 'base amount' means—
"(1) except as otherwise provided in this

subsection, $25,000,
"(2) $32,000, in the case of a joint return,

and
"(3) zero, in the case of a taxpayer who—
"(A) is married at the close of the taxable

year (within the meaning of section 143) but
does not file a joint return for such year,
and

"(B) does not live apart from his spouse at
all times during the taxable year.

CONGRESSIONAL RECORD — HOUSE 111023



111024
"(d) Socw. SECURITY BIT.—
"(1) IN GENERAL—For purposes of this sec-

tion, the term 'social security benefit' means
any amount received by the taxpayer by
reason of entitlement to—

"(A) a monthly benefit under title II of
the Social Security Act, or

"(B) a tier 1 railroad retirement benefit.
'(2) ADJUSTMENT FOR REPAYMENTS DURING

YEAR-
"(A) IN GENERAL—For purposes of this sec•

tion, the amount of social security benefits
received during any taxable year shall be re-
duced by any repayment made by the tax-
payer during the taxable year of a social se-
curity benefit previously received by the
taxpayer (whether or not such benefit was
received during the taxable year).

"(B) DENIAL OF DEDUCrI0N.—If (but for
this subparagraph) any portion of the re-
payments referred to In subparagraph (A)
would have been allowable as a deduction
for the taxable year under section 165, such
portion shall be allowable as a deduction
only to the extent it exceeds the social secu•
rity benefits received by the taxpayer
during the taxable year (and not repaid
during such taxable year).

"(3) Woiuci's COMPENSATION BtNEFITS
SUBsTITUTED FOR sOCIAL sECURITY BEIEFITs.—
For purposes of this section, if, by reason of
section 224 of the Social Security Act (or by
reason of section 3(a)(1) of the Railroad Re-
tirement Act of 1974), any social security
benefit is reduced by reason of the receipt
of a benefit under a workmen's compensa•
tion act, the term 'social security benefit' in-
cludes that portion of such benefit received
under the workmen's compensation act
which equals such reduction.

"(4) TIER 1 RMLROAD RIREMENT BENE-
Frr.—For purposes of paragraph (1), the
term 'tier 1 railroad retirement benefit'
means a monthly benefit under section 3(a),
4(a), 4(1) of the Railroad Retirement Act of
1974.

"(e) I4MITATI0N ON AMOVNT INCLUDED
WHERE TAXPAYER RECEIVES Lu-Sw. PAY-
ThNT.—

'(1) LIMITATI0N.—If—
"(A) any portion of a lump-sum payment

of social security benefits received during
the taxable year is attributable to prior tax-
able years, and

"(B) the taxpayer makes an election
under this subsection for the taxable year,
then the amount Included in gross Income
under this section for the taxable year by
reason of the receipt of such portion shall
not exceed the sum of the Increases In gross
Income under this chapter for prior taxable
years which would result solely from taking
Into account such portion In the taxable
years to which it is attributable.

"(2) SPEcI RULES.—
"(A) YEAR TO WHICH BENEFIT ATTEIBUTA-

BLg.—For purposes of this subsection, a
social security benefit Is attributable to a
taxable year If the generally applicable pay.
ment date for Such benefit occurred during
such taxable year.

"(B) EIcTIoN.—An election under this
subsection shall be made at such time and
In such manner as the Secretary shall by
regulations prescribe. Such election, once
made, may be revoked only with the consent
of the Secretary.

"(I) TREtTMENT AS PEN5XON OR ANWUITY
FOR CERTAIN PunposEs.—For purposes of—

"(1) section 43(c)(2) (defining earned
income),

"(2) section 219(f)(1) (defining compensa-
tion),

"(3) section 221(b)(2) (defining earned
income) and

"(4) section 911(b)(1) (defining foreign
earned Income),
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any social security benefit shall be treated
as an amount received as a pension or annu-
ity."

(b) bOIuiAnoN REPoRTIN—SUbpart B
of part HI of subchapter A of chapter 61 of
such Code (relating to informatIon concern-
ing transactions with other persons) is
amended by adding at the end thereof the
following new section:
"SEC. 6050F. RETURNS RELATiNG TO SOCIAL SECU-

RITY BENEFrIs.
'(a) Ruzn OF REPoRrnG.—The ap-

propriate Federal official shall make a
return, according to the forms and regula-
tions prescribed by the Secretary, setting
forth—

"(1) the—
'(A) aggregate amount of sothi security

benefits paid with respect to any ndividua1
during any calendar year,

"(B) aggregate amount of oc security
benefits repaid by such Indivua during
such calendar year, and

"(C) aggregate reductions under section
224 of the Social Security Act (o under sec•
tion 3(a)(1) of the Railroad Retirement Act
of 1974) in benefits which would otherwise
have been paid to such individual during the
calendar year on account of amounts re-
ceived under a workmen's compensation act,
and

"(2) the name and address of such individ-
ual.

"(b) STAT trs To BE FWUIIsIIED To. IN-
DIvThUALS WITh RESPECT To WHOM INFORMA-
TION Is FuIuIsED.—Every person making a
return under subsection (a) shall furnish to
each mdividual whose name is set forth in
such return a written statement showing—

"(1) the name of the agency making the
payments, and

"(2) the aggregate amount of payments, of
repayments, and of reductions, with respect
to the individual as shown on such return.
The written statement required under the
preceding sentence shall be furnished to the
individual on or before January 31 of the
year following the calendar year for which
the return under subsection (a) was made.

"(c) DEnNmoNs.—For purposes of this
section—

"(1) APPROPRIATE FEDERAL oFFICIAL.—The
term 'appropriate Federal official means—

"(A) the Secretary of Health and Human
Services in the case of social security bene•
fits described in section 86(dR1)(A) and

"(B) the Railroad Retirement Board in
the case of sociJ security benefits described
in section 86(d)(1)(B).

"(2) SOcIAL sECURITY BENEIT.—The term
'social security benefit' has the meaning
given to such term by section 86(d)(1).'

(c) TREATMINT OF NoN1sIDENT ALIErJ5.—
(1) AMENDMENT OF sECTION 871a).—Sub-

section (a) of section 871 of such Code (re-
lating to tax on income not connected with
United States business) Is amended by
adding at the end thereof the followüig new
paragraph:

'(3) TAXATION OF 5OCIAL 5ECUR)ITY BANE-
FIT5.—For purposes of this section and sec-
tion 1441—

"(A) one-half of any social security benefit
(a defined in section 86(d)) shall be includ-
ed in gross income, and

"(B) section 86 shall not apply."
(2) AMEtD.&ENT OF sECTION 44L —Section

1441 of such Code (relating to withholding
of tax on nonresident aliens) is amended by
adding at the end thereof the following new
subsection:

"(g) Cioss Ri'NcE.—
"For provision treating one-half of soda secu-

rity benefits a subject to withhohling tinder this
section, see section 871(a)(3)."

(3) DIscLosi OF INFORMATION TO 50CIAL
sCVRZT? ADMINISTRATION OR RAILROAD RE-
TIREMEWi BOARD.—
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(A) IN GENERAL—Subsection (h) of section

6103 of such Code (relating to disclosure to
certain Federal officers and employees for
purposes of tax administration, etc.) Is
amended by adding at the end thereof the
following new paragraph:

'(6) WrnmournqG OP TAX FROM SOCIAL SE'
CURITY BENEVETS.--Upon written request, the
Secretary may disclose available return In-
formation from the master files of the In
ternal Revenue Service with respect to the
address and status of an individual as a non•
resident alien or as a citizen or resident of
the United States to the Social Security Ad-
ministration or the Railroad Retirement
Board for purposes of carrying out its re-
sponsibilities for withholding ta'c under sec•
tion 1441 from social security beneuit (as
defined hi section 86(d))."

(B) CoovING p—Paragraph
(4) of section 6103(p) of such Code (relating
to safeguards) Is anended by ertIng
"(h)(6)," after '(h)(2)," in the material pre
ceding subparagraph (A) and in ubpara-
graph (F)Ui), thereof.

(d) SOCIAL SECURnY BENEFITS T1t*D AS
UNITED STATES SouacED.—SbsectIon (a) of
section 881 of such Code (r1aUng to income
from sources within the United States) Is
amended by adding at the end thereof the
following new paragraph:

"(8) SOCIAL SECVBITY BEFITs.—Any social
security benefit (as defined in section
86(d))."

(e) TRAN5FR5 TO TRUST FUNDS.—
(1) IN GENERAL.—There are hereby appro-

priated to each payor fund amounts equiva-
lent to the aggregate increase in tax liabi1
ities under chapter 1 of the Internal Reve-
nue Code of 1954 which Is attributable to
the application of sections 86 and 871(a)(3)
of such Code (as added by this section) to
payments from such payor fund.

(2) TINsFERs.—The amounts appropri-
ated by paragraph (1) to any payor fund
shall be transferred from time to time (but
not less frequently than quarterly) from the
general fund of the Treasury on the basis of
estimates made by the Secretary of the
Treasury of the amounts referred to in such
paragraph. Any such quarteiy payment
shall be made on the first day of such quar-
ter and shall take into account social secu-
rity benefits estimated to be received during
such quarter. Proper adjustments shall be
made in the amounts subsequently trans-
ferred to the extent prior estimates were n
excess of or less than the amounts required
to be transferred.

(3) DINIIoNS.—For purposes f this
subsection—

(A) PAYOR FUND.—The term "payor fund'
means any trust fund o' account from
which payments of social security bencfit
are made.

(B) SOCIAL SECURITY NEFTS.—The terw
"social security benefits" hao the ne&nng
given such term by sectioi 86(d)(1) of
Internal Revenue Code of 1954.

(4) REPORTS.—The Secretary off tke Tras-
ury shall submit annual reports to the C.-
gress and to the Secretary of Heaith aid
Human Services and the Railroad Retire-
ment Board on—

(A) the transfers made under this susec
tion during the year, and the methodology
used in determining the anioint of uc
transfers and the funds o accowt o whfC
made, and

(B) the anticipated operat1o of this sub-
section during the next 5 years.

(f) TECRNICAL AMENDM'rS,—
(1) Subsection (a) of section 85 of such

Code is amended by striking out "this sec-
tion," and Inserting In lieu thereof "this sec-
tion, section 86,".
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(2) Subparagraph (B) of section 128(c)(3)
of such Code (as in effect for taxable years
beginning after December 31, 1984) Is
amended by striking out '85" and inserting
In lieu thereof "85, 86".

(3) The table of sections for part U of sub-
chapter B of chapter 1 of such Code Is
aIneded by striking out the item relating to
section 86 and Inserting in lieu thereof the
i?ollowlng
"See, 86, Social security and tIer 1 railroad

retirement benefits.
"Sec. 87. Alcohol fuel credit."

(4) The table of sections for subpart B of
part III of subchapter A of chapter 61 of
such Code Is amended by adding at the end
thereof the following new Item:
"Sec. 6050F. Returns relating to social secu-

rity benefits,"
(g) Eps'sc'riva Drss.—
(1) IN cENEItAL.—Except as provided in

paragraph (2), the amendments made by
this section shall apply to benefits received
after December 31, 1983, in taxable years
ending after such date.

(2) TREATMENT OP CERTAIN LUTSP-SUM PAY-
MENTS RECEIVED AFTER DECEMBER 51, 1982.—
The amendments made by this section shall
not apply to any portion of a Rump-sum pay-
ment of social security benefits (as defined
In section 86(d) of the Internal Revenue
Code of 1954) received after December 31,
1983, If the generally applicable payment
date for such portion was before January 1,
1984.
SEC 122. CREDIT FOR THE ELDERLY AND ThE PER.

MANENTLY AND TOTALLY DISABLED.
(a) GENER.as. Rui.s.—Section 37 of the In-

ternal Revenue Code of 1954 (relating to
credit for the elderly) is amended to read as
follows:
"SEC. 27, CREDIT rou THE ELDERLY AND THE PER-

MANENTLY AND TOTALLY DISABLED.
"(a) GENEas Rui.s.—In the case of a

qualified individual, there shall be allowed
as a credit against the tax Imposed by this
chapter for the taxable year an amount
equal to 15 percent of such individual's sec-
tion 37 amount for such taxable year.

"(b) QUALIS'nsj INDIvIssJAL.—For purposes
of this section, the term 'qualified Individu-
al' means any Individual—

"(1) who has attained age 65 before the
close of the taxable year, or

"(2) who retired on disability before the
close of the taxable year and who, when he
retired, was permanently and totally dis-
abled.

"(c) SErxoN 37 AND'r.—For purposes of
subsection (a)—

"(1) Ix cxxaAL.—An individual's section
37 amount for the taxable year shall be the
aplicable initial amount determined under
paragraph (2). reduced as provided in para-
graph (3) and in subsection (d).

"(2) !wxrms, AMOUNT—
"(A) IN oswzasa.—Except as provided In

subparagraph (B), the initial amount shall
Ibe—

"W $5,000 in the case of a single individu-
al, or a joint return where only one spouse
ifs a qualified individual,

"GIl 87.500 in the case of a joint return
where both spouses are qualified individ-

or
"(iii) $3,750 in the case of a married mdi-

vR&al filing a separate return.
"(B) LIrSITATION IN CASE OP INDIVTSULLS

SYNO HAVE NOT ATTAINED AGE 65.—'
"(I) I GENERAI,.—Ifl the case of a qualified

individual who has not attained age 65
before the close of the taxable year, except
as provided in clause (ii), the initial amount
shall not exceed the disabilIty income for
the taxable year.

"(ii) SPECIAL RULES IN CASE OF ,ITOINT
RETURN—In the case of a joInt return where
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both spouses are qualified individjals and at
least one spouse has not atta1nd age 65
before the close of the taxable year—

"(I) if both spouses have not attained age
65 before the close of the taxable year. the
Initial amount shall not exceed the sum of
such spouses' disability income, or

"(II) if one spouse has attained age 65
before the close of the taxable year, the ini-
tial amount' shall not exceed the sum of
$5,000 plus the disability income for the tax-
able year of the spouse who has not at-
tained age 85 before the close of the taxable
year.

"(iii) DssABnnrY nscor.ss.—For purposes of
this subparagraph, the term 'disability
Income' means the aggregate amount In-
cludable In the gross, income of the individu-
al for the taxable year ui3der section 72 or
105(a) to the extent such amount consti-
tutes wages (or payments in lieu of wages)
for the period during which the Individual is
absent from work on account of permanent
and total disability.

"(3) RanucnoN.—
"(A) Ix HER.—The reduction under

this paragraph Is an amount equal to the
sum of the amounts received by the individ-
ual (or, In the case of a joint return, by
either spouse) as a pension or annuity or as
a disability benefit—

"Ci) under t(tle II of the Social Security
Act,

"UI) under the Railroad Retirement Act of
1974, or

"(lii) otherwise excluded from gross
Income.

"(B) No EEDUZION FOIl CERTAIN EXCLII-
sloNs.'—No reduction shall be made under
clause (ill) of subparagraph (A) for any
amount excluded from gross income under
section 72 (relating to annuIties), 101 (relat-
Ing to life insurance proceeds), 104 (relating
to compensation 'for injuries or sickness),
105 (relating to amounts received under ac-
cident and health plans), 120 (relating to
amounts received under qualified group
legal services plans), 402 (relating to taxabil-
ity of beneficiary of employees' trust), 403
(relating to taxation of employee annuities),
or 405 (relating to qualified bond purchase
plans).

"(C) TRmTMENT OP CERTAIN WORKMEN'S
corspssi'xo sEwEPrrs.—For purposes of
subparagraph (A), any amount treated as a
social security benefit under section 88(d)(3)
shall be treated as a disability benefit re-
ceived under title II of the Social Security
Act.

"(d) LIrnTA'rIoNS.—
"(1) AD3USTED GROSS INCOME LIMITATION.—

If the adjusted gross income of the taxpayer
exceeds—

"(A) $7,500 in the case of a single individu-
al,

"(B) $10,000 in the case of a joint return,
or

"(C) $5,000 In the case of a married Indi-
vidual filing a separate return,
the section 37 amount shall be reduced by
one-half of the excess of the adjusted gross
income over $7,500, $10,000, or $5,000, as the
case may be.

"(2) LIMITATIoN BASED ON AMOUNT OF
mx.—The amount of the credit allowed by
this section for the taxable year shall not
exceed the amount of the tax Imposed by
this chapter for such taxable year.

"(e) DnrrnmoNs ND SPECIAL Ruass.—For
purposes of this section—

"(1) MARRIED COUPLE MUST FILE ,TOINT
nssruEN.—Except in the case of a husband
and wife who live apart at all times during
the taxable year, if the taxpayer is married
at the close of the taxable year, the credit
provided by this section shall be allowed
only if the taxpayer and his spouse file a
joint return for the taxable year.
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"(2) MARITAL S'IATUa—Marltal status shall

lbs determined under section 143.
"(3) PERMANENT AND TOTAL DISABILITY DE-

FINED.—An Individual is permanently and t
tally disabled 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 than 12 months. An individual
shall not be considered to be permanently
and totally disabled unless he furnishes
proof of the existence thereof in such form
and maimer, and at such times, as the Sec-
retary may require.

"(f) NONREsIDENT ALIEN INELIGIBLE FOR
CEsnrr.—No credit shall be allowed under
this section to any nonresident alien."

(b) Rrmi, OP EXCLUSION FOR CERTAIN DIS-
ABILITY PAyrsxNTs.—Subsection (d) of sec-
tion 105 of such Code (relating to certain
disability payments) is hereby repealed.

(c) CONFORMING AMENDMENTS.—
(1) Sections 41(b)(2), 44A(b)(2),

46(a)(4)(B), 53(a)(2), and 904(g) of such
Code are each amended by striking out "re-
lating to credit for the elderly" and Insert.
Ing in lieu thereof "relating to credit for the
elderly and the permanently and totally dis-
abled",

(2) Subsection (a) of section 85 of such
Code Is amended by striking out ", section
105(d),",

(3) Subparagraph (B) of section 128(c)(3)
of such Code (as in effect for taxable years
beginning after December 31. 1984) Is
amended by striking out "105(d),",

(4) Paragraph (3) of section 403(b) of such
Code is amended by striking out "sections
105(d) and 911" and Inserting in lieu thereof
"section 911".

(5) Clause (I) of section 415(c3)(C) of
such Code Is amended by striking out "sec-
tion 105(d)(4)" and Inserting in lieu thereof
"section 37(e)(3)".

(6) Paragraph (6) of section 7871(a) of
such Code is amended by striking out' sub-
paragraph (A), and by redesignating subpar-
agraphs (B), (C), and (D) as subparagraphs
(A), (B), and (C), respectively,

(7) The table of sections for subpart A of
part IV of subchapter A of chapter 1 of such
Code Is amended by striking out the Item re-
lating to section 37 and Inserting in lieu
thereof the following:

(1) Ix GENERAL—The amendments made
by this section shall apply to taxable years
beginning after December 31, 1983.

(2) TRANsITIONAL RULE.—If an individual's
annuity starting date was deferred under
section 105(d)(6) of the Internal Revenue
Code of 1954 (as in effect on the day before
the date of the enactment of this section),
such deferral shall end on the first day of
such Individual's first taxable year begin-
ning after December 31, 1983.
SEC 123. ACCELERATION OF INCREASES IN PICA

TAXES 1984 EMPLOYEE TAX CREDIT.

(a) ACCELERATION OF Ixcaxasss IN FICA

(1) TAN ON EHPL0YEEa—Subsectjon (a) of
sectIon 3101 of the Internal Revenue Code
of 1954 (relating to rate of tax on employees
for old-age, survivors,- and disability Insur-
ance) Is amended by striking out paragraphs
(1) through (7) and Inserting in lieu thereof
the following
"In erase of wagea reealeed The rate shall he:

during
1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter, - 6.2 pci-cent."

(2) ENPWYER TAX.—Subsectlon (a) of sec-
tIon 3111 of such Code Is amended by strik-
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Ing out paragraphs (1) through (7) and in-
serting in lieu thereof the foliowing
9n caee. of wages received The rate shall be:

duilsg
1984, 1985, 1986. or 1987..... 5.7 percent
1988 or 1989 ... ....... 6.06 percent
1900 or thereafter ..... 6.2 percent"

(3) Emcrrvx vAru.—The amendments
made by this subsection shall apply to re-
muneration paid aftcr December 31, 1C83.

(bi 1984 EMI'Lovxs TAX CREDFI.—
(1) iN GENERAL—Chapter 25 of such Code

Is amended by adding at the end thereof the
following new section:
SEC 5510. CREDIT FOR INCREASED SOCIAL SECU.

RITY EMPLOYEE TAXES AND RAIL-
ROAD RETIREMENT TIER I EMI'LOYEE
TAXES IMPOSED DURING (981.

"(a) Gewmax RuLR.—There shall be a)-
lowed as a credit against the tax imposed by
section 3101(a) on wages received during
1984 an amount equal to %o of 1 percent of
the wages so received.

"(b) TIres CamIT ALLOWED.—The credit
under subsection (a) shall be taken Into ac-
count In determining the amount of the tax
deducted under section 3102(a).

"(c) WAGES.—FOT purposes of this section,
the term 'wages' has the meaning given to
such term by section 3121(a).

"(d) APPLTCA1ION ro AomMErers Uwuam
SEcTION 218 o THE Socw Sscunir AcT.—
For purposes of determining amounts equiv-
alent to the tax Imposed by section 3101(8)
with respect to remuneration which—

"(1) Is covered by an agreement under sec-
tion 218 of the Social Security Act, and

"(2) is paid during 1984,
the credit allowed by subsection (a) shall be
taken Into account. A similar rule shall iso
apply In the case of an agreement under sec-
don 3121(1).

"(e) CREDIT AGAINST RAZU1OAD RETIREMENT
EMPlOYER AND EMPlOYEE REPRESENTATIVE
TAXES.—

"(1) Ix CERERAL.—There shall be allowed
as a credit against the taxes imposed by sec-
tions 3201(a) and 3211(a) on compensation
paid durIng 1984 and subject to such taxes
an amount equal to %o of I percent of such
compemati

"(2) TIME aIEDIT ALLOWED.—The credit
under paragraph (1) shall be taken Into ac-
count in determining the amount of the tax
deducted under section 3202(a) (or the
amount of the tax under section 3211(a)).

"(3) CorsPomsATIoN.—Por purposes of this
subsection, the term compensation' teas the
meaning given to such term by section
3231(e).

"(f) Cooiwsxteiuoei WITH SECTION
6413.(c).—For purposes of subsection (C) of
section 6413, in determining the amount of
the tax Imposed by section 3101 or 3201, any
credit allowed by this section shall be taken
Into account"

(2) CLERICAL AMENDMENT.—The table of
sections for chapter 25 of such Code Is
amended by adding at the end thereof the
following new Item.
"Sec. 3510. Credit for Increased social secu-

rity employee taxes and rail-
road retirement tier 1 employ-
ee taxes imposed during 1984."

(3) Ea'rucs'ivx nE—Tbe amendments
made by this subsection shall apply to re-
muneration paid during 1984.

(4) Darosxrs IN socIAL sscmran'y TRUST
puams.—For purposes of subsection (Ii) of
section 218 of the Social Security Act (relat-
ing to deposits in social security trust funds
of amounts received under section 218
agreements), amounts allowed as a credit
pursuant to subsection (ci) of section 3510 of
the Internal Revenue Code of 1954 (relating
to credit for remuneration paid during 1984
which is covered under an agreement under
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section 218 of the Social Security Act) shall
be treated as amounts received under such
an agreement.

(5) DEPOSITS IN RAILROAD RETIREMENT AC-
coure'r.—For purposes of subsection (a) of
sectron 15 of the Railroad Retirement Act
of 1974, amounts allowed as a credit under
subsection (e) of section 3510 of the Inter-
nal Revenue Code of 19t4 shall be treated
as enotmts covered into the Treasury under
subsection (a) of section 3201 of such Code.
SEC. 124. TAXES ON SELF-EMPLOYMENT INCOME;

CREDIT AGAINSt SUCH TAXES.
(a) INcREAsE iN RAYE5.--.Subsections (a)

and (b) of section 1401 of the Internal Reve-
nue Code of 1954 (relating to rates of tax on
self-employment Income) are amended to
read as follows:

"(a) Ou-Aog, Suavtvons, m DISAIIILITY
IN5UR.ANcE.—In addition to other taxes,
there shall be imposed for each taxable
year, on the self-employment income of
every individual, a tax equal to the follow-
ing percent of the amount of the self-em-
ployment Income for such taxable yean

in the cane at a taxahe year
— lrcerrt

helareBqhrnrng after:

December 31, 1983._ Januag 1, liii ..__....._.._. 11.40
Deceinhea Ii, 1917 ........ Januay I, 291O...._...... 12.12
Desinber 33, 1989 .. —. - - 12.40

'(b) HOSPITAL IN5URANCE.—In addition to
the tax imposed by the preceding subsec-
tion, there shall be imposed for each tax-
able year, on the self-employment income of
every Individual, a tax equal to the follow-
ing percent of the amount of the self-em-
ployment Income for such taxable year:

irithecaseof ataimyeai —ceri
Ani saneDegisring after:

Veceanterll,1983.... innuryl. 1985.................... 2.60
December 31, 1084 - )anny 1, 1915...... ... 219)
December 11. 1985..... - - -- 234."

(b) CREDIT AGAINST SELF-EMPLOYMENT
TAXEa.—Sectlon 1401 of such Code is
amended by redesignating subsection (c) as
subsection (d) bend by Inserting after subsec-
tion (b) the following new subsection:

"(c) CREDIT AGAINST TAXES Irerosm BY
THIS SECTION.—

"(1) IN GENERAL—There shall be allowed
as a credit against the taxes Imposed by this
section for any taxable year an amount
equal to LB percent (1,9 percent in the case
of taxable years beginning after December
31, 1987) of the sell-employment income of
the individual for such taxable year.

"(2) ADDITIONAL CREDIT FOE 1984.—In addi-
tion to the credit allowed b3.T paragraph (1).
there shall be allowed as a credit against the
taxes Imposed by this section for any tax-
able year beginning during 1984 an amount
equal to 8/ of 1 percent of the self-employ-
ment income of the Individual for such tax-
able year."

(c) EFFECTIVE DATE.—The amendments
made by this section Shall apply to taxable
years beginning alter December 31. 1983.
ALLOCATIONS TO DISASILITY INSURANCE TRUST

FUND

Sm. 125. (a) Section 201(bXl) of the
Social Security Act is amended by striking
out clauses (K) through (itI) and Inserting
In lieu thereof the following "(K) 1.65 per
centum of the wages (as so defined) paid
after December 31, 1t81, and before Janu-
ary 1, 1983, and so reported, (L) 1.25 per
centum of the wages (as so defined) paid
after December 31, 1982. and before Janu-
ary 1. 1984. and so reported, (M) 1.00 per
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centurn of the wagea (as so decmcd) paid
alter Dacember 31, 1983, and bet e.re JanU-
ary 1, lP.RG, and so reported, and (N) 1.20
per cerat --u of the wages (as so def mad) paid
after Dc" ember 31, 1989, and so reported,",

(hi S:uu Z0l(b)(2) of such Act is amend-
ed bt , ., Ins out clauses (K) through (Ml
and incer pg In lieu thereof the following
"(K) l:'I?5 per centum of the amount of
self-em,c.yment income (as so defined) co
reportand rr any tenable year beginning
after Dei-ernber 31, 1981, and before Janu-
ary 1, 1983, (L) O.9$'5 per centlnm of the
amoi.mt of self-employment income (en so
defined) so renorted fur any taxable year
beginning after December 31, 1982, and
before January 1, 1984, (M) 1.00 per centum
of the amount of self-employment Income
(as so defined> so reported for any taxable
year beginning after December 31, 1983. and
before January 1, 1990, and (N) 1.20 per
centum of the self-employment Income (as
so defined) so reported for any taxable year
beginning after December 31, 1989,".

PART D—BENECITS FOR CERTaiN SURVIVING,
Divoacam, AND DISABLED SPousEs

BENEFITS FOR SURVIVING DIVORCED SPoUSES
AND DISABLCC WIDOWS AND WIDOWERS WHO
REMARRY

Sec. 131. (a)(I) Section 202(c)(3) of the
Social Security Act is repealed.

(2) Section 202(e)(4) of such Act Is amend-
ed to read as follows:

"(4) For purposes of paragraph (1), If—
"(A) a wIdow or surviving divorced wife

marries after attaining age 60 (or after at-
taining age 50 if she was entitled before
such marriage occurred to benefits based on
disability under this subsection), or

"(B) a disabled widow or disabled surviv-
ing divorced wife described in paragraph
(1XBMi1) marries after attaining age 50,
suèh marriage shall be deemed not to have
occurred.".

(3)(A) Section 202(e) of such Act is fur-
ther amended by redesignating paragraph
(4) (Cs amended by paragraph (2) of thIs
subsection), and paragraphs (Ii) through (8).
as paragraphs (3) through (7). respectively.

(B) Section 202(e)(1)(B)(ii) of such Act is
amended by striking out "(5)" and Inserting
in lieu thereof "(4)".

(C) Section 202(e)(1)(F) of such Act is
amended by striking out "(6)" In clause i)
and "(5)" in clause (ii) and inserting in lieu
thereof "(5)" and "(4)", respectively.

(D) Section 202(e)(2)(A) of such Act is
amended by striking out "(8)" and Inserting
in lieu thereof "(7)".

(E) The paragraph of section 202(c) of
such Mt redesignated as paragraph eli) by
subparagraph (A) of this paragraph Inn

amended by striking out "(5)" and inserting
in lieu thereof "(4)".

(F) The paragraph of such section 242(e)
redesignated as paragraph (7) by naubpara-
graph (A) of this paragraph is amended by
striking out "(4)" and inaertint, lie lieu
thereof "(3)".

(G) Section 2.02(k) of such Act Is amended
by st.rikiu*g out "(eh(4)" each place t ap-
pears in paragraphs (2>18) arid (S)()I and
inserting in lieu thereof "(e)(3)".

(H> Section 226(e)(1)(A) of such Act is
amended by etrlhing out "202(eXSi' and In-
serting in lieu thereof "202(e)4)".

(hill) Section 202(fX4) of each Act Is re-
pealed.

(2) Section 21?2(fk5) of such Act is amend-
ed to read as folloraa:

"(5) For purposes of paragraph (1),. if—
"(A) a widower marries after attaining age

60 (or after attaining age 50 If he was enti-
tled before such marrIage occurred to bene-
fits based on disability under thIs subsec-
tion>, or
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"(B) a di3abled widower described in para-

graph (I)(B)i1) marries after attaining age
50,

such niarrige shall be deemed not to have
occurred.".

(3)(A) Section 202(f) of such Act is further
amended by redesignating paragraph (5) (is
,merided by paragraph (2> of this subsec-
tior), and paragraphs (6) through (8), as
paragraphs (4) through (7), respectve1y.

(B) Section 2O2(f)1(B)(jj) o such Act is
amended by striking out (6)" and inserting
tn lieu thereof "(5)".

(C) Section 202(f)(1)(F) of such Act. is
amended by striking out "(7)" in clause U)
nd '(6)" in clause (ii) and inserting in lieu
thereof '(8)" and "(5)", respectively.

(D) Section 202(f)(2)(A) of such Mt is
amended by striking out '(5)" and inseting
hi lieu thereof '(4)".

(E) The paragraph of section 202(1) of
such Act redesignated as paragraph (6 by
subparagraph (A) ,nf this paragraph is
amended by striking out "(6)" and inserting
in lieu thereof "(5)".

(F) Section 202(k) of such Act s amended
by striking out "(f)(5)" each place it appears
in paragraphs (2)(B) and (3)(B) and insert-
ing in lieu thereof "(f)(4)".

(G) Section 220(e)(1)(A) of such Act is
amended by striking out "202(fR6)" and in-
serting in lieu thereof '202(f)(5)".

(c)(1) Section 202(s)(2) of such Act is
amended by striking out "Subsection tf)(4).
and so much of subsections (b)(3), (d)(5),
(e)(3), (g)(3), and (h)(4)" and inserting in
lieu thereof 'So much of subsections (b)(3),
(dK5), (g)(3), and (h)(4)".

(2) Section 202(s)(3) of such Act is amend-
ed by striking out '(e)(3).".

(d)(1) The amendments made by this sec-
tion shall be effective With respect to
monthly benefits payable under title H o
the Social Security Act for months after De-
cember 1983.

(2) In the case of an individual who was
not entitled to a monthly benefit of the
type involved under title H of such Act for
December 183 no benefit shall be paid
inder such title by reason of such amend-
ments unless proper application for such
benefit is made.
ENTITLEMENT TO DIVORCED sPOusES BENEFITS

BEFORE ENTITLEMENT OF INsURED INDIvIDUAL
TO nrITs; EXEM?TI0N o DivoRcED
SPOU5E'5 BENEFITs FROM DEDUCTION ON AC-
COuNT OP WORK

SEc. 132. (a) Section 202(b) of the Social
Security Act is amended by adding at the
end thercof the following new paragraph:

"(5XA) Ntwthstanding the preceding
provisions of this subsection, except as pro-
vtde in subparagraph (B), the divorced wife
of an individual who is not entitled to old-
ge or disability insurance benefits, but who
has ataincd age 62 and is a fully insured in
dhridual (as defined in section 214), if such
divorced wife—

'(1) met th requirements of subpara-
graphs (A) through D) of paragraph (1,
nd

'(li) has been divorced from such insured
individual for ne. less than 2 years,
sh9il be entitled to a wiles insurance bene-
ft i.nder this subsection for each month, in
such amoupt, and beginning and ending
with such months, as determined (under
'€Lations of the Secretary) in tbc manner
o. icrwise provided for wife's insurarc.e
heritfits under this subsection, as if such in-
surd individua had become entitled to old-
age insurance benefits on the date on which
the divorced wife first meets the criteria for
entitlement set forth in clauses (i) arid (ii).

°(B) A wife's insurance benefit provided
under this paragraph which has not other-
wise terminated In accordance with subpara-
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graph (E), (F), (H), or (J) of paragraph (1)
shall terminate with the month precedhig
th* first month in which the insured mdi-
vidual is no longer a fully insured individu-
al.•'.

(b)(1)(A) Section 203(b) of such Act is
amended—

(I) by inserting '(1)' after '(b)";
(ii) by striking out "(1) such Individi.aI's

benefit' and '(2) if such individual' and in-
serting in lieu thereof "(A) such individual's
benefit" and '(B) if such individuar', re-
spectively;

(iii) by stnking out 'clauses (1) and (2)"
and inserting in lieu thereof 'clauses (A)
and (B)';

Uv) by striking out "(A) an 1ndividual"
and '(B) if a deduction" and Inserting in
lieu thereof "U) an individual" and "(ii) if a
deduction", respectively: and

(v) by adding at the end thereof the fol-
lowing new paragraph:

"(2) When any of the other persons re-
ferred to in paragraph (1XB) is entitled to
monthly benefits as a divorced spouse under
section 202 (b) or (c) for any month, the
benefit to which he or she is entitled on the
basis of the wages and self-employment
income of the Individual referred to in para-
graph (1) for such month shall be deter-
mined 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 ba1s of
the wages and self-employment Income of
•such individual referred to in paragraph (1)
shall be determined as if no such divorced
spouse were entitled to benefits for such
month.".

(B)(i> Section 203(f)(1) of such Act is
amended—

(I) in the first sentence, by inserting "(ex-
cluding surviving spouses referred to in sub-
section (b)(2))" after "all other persons" the
first place it appears, and by striking out
"all other persons" the second place it ap-
pears ad inserting in lieu thereof "all such
other persons"; and

(II) in the second sentence, by insertmg
"(excluding divorced spouses referred to in
subsection (b)(2))" after "other persons".

(ii) Section 203(f)(7) of such Act is amend-
ed by inserting "(excluding divorced spouses
referred to lxi subsection (b)(2))" after 'aU
persons".

(2) Section 203(d)(l) of such Act is amend-
ed--

(A) by inserting "(A)" after '(d)(i)"; and
(B) by adding at the end thereof the fol-

lowing new subparagraph:
"(B) When any divorced spouse Is entitled

to monthly benefits under section 202 (b) or
(c) for any month, the benefit to which he
or she is entitled for such month on the
basis of the wages and self-employment
income of the individual entitled to old-age
insurance benefits referred to tn subpara-
graph (A) shall be determined without
regard to this paragraph, and the benefits
of all other individuals who arc entitled for
such. month to monthly benefits under sec-
tion 202 on the basis of the wages and self-
employment income of such
inthvtdual referred to in subparagraph (A)
shdl be determined as if no such divorced
spouse were entitled to benefits for such
month.".

(c)(1) The amendments made by subsec-
tion (a) haU apply with respect to monthly
insurance benefits for months alter Decem-
ber 1984, but only on the basis of applica-
tions filed on or after January 1, 1985.

(2) The amendments made by subsection
(b) shall apply with respect to monthly in-
surance benefits for months after December
1984.
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1NDEXING OI DEFERRED sURvIVING sPOUSE's

BNFtTS TO RECENT WAGE LEVELS
SEC. 133. (a)(1) Section 202(e)(2) of the

Social Security Act is amended—
(A) by redesignating subparagraph (B) a.

subparagraph (I)); and
(B) by striking out '(2)(A) Except" and all

that follows down through "If such de-
ceased individual" and inEerting in lieu
thereof the following:

"(2)(A) Except as provided in subsection
(q). paragraph (8) of this subsection, and
subparagraph (D) of this paragraph, such
widow's insurance benefit for each month
shall be equal to the primary insurance
amount (as determined for purposes of this
subsection after application of subpara.
graphs (B) and (C)) of such deceased indi-
vidual.

"(B)(i) For purposes of this subsection, in
any case In which such deceased individual
dies before attaining age 62 and section
215(a)(1) (as In effect alter December 1978)
is applicable in determining such Individ-
ual's primary insurance amount—

"(I) such primary Insurance amount shall
be determined under the formula set forth
i.n section 215(a)(1)(B)(i) and (ii) which is
applicable to individuals who initially
become eligible for old-age Insurance bene-
fits In the second year after the year speci-
fied in clause (ii),

"(H) the year specified In clause (ii) shall
be substituted for the second calendar year
specified Insection 215(bX3XA)(ii)(I), and

"(lfl) such primary insurance amount
shall be increased under section 215(i) as if
it were the primary Insurance amount re-
ferred to In section 215(i)(2XA)(ii)(H),
except that it shall be increased only for
years beginning alter the first year. after
the year specified in clause (ii).

'(ii) The year specified in this clause is
the earlier of—

'(I) the year in which the deceased indi-
vidual attained age 60, or would have at-
tained age 60 had he lived to that age, or

"(H) the second year preceding the year
in which the widow or surviving divorced
wife first meets the requirements of para-
graph (1)(B) or the second year preceding
the year in which the deceased Individual
died, whichever is later.

"(iii) This subparagraph shall apply with
respect to any benefit under this subsection
only to the extent its application does not
result in a primary insurance amount for
purposes of this subsection which is less
than the primary insurance amount other-
wise determined for such deceased individu-
al under section 215.

"(C) If such deceased individual"
(2) Section 202(e) of such Act (as amended

by paragraph (1) of this subsection) is fur-
ther amended—

(A) in paragraph (1)(D) and In the matter
in paragraph (1) following subparagraph
(F)(ii), by rnserting "(as determined after
application of subparagraphs (B) and (C) of
paragraph (2))" after "primary insurance
amount"; and

(B) in paragraph (2)(D)Ui), by inserting
(as determined without regard to subpara-

graph (C))" after "primary insurance
amount".

(b)(1) Section 202(f)(3) of such Act is
amended—

(A) by redesignating subparagraph (B) as
subparagraph (0); and

(B) by striking out "(3)(A) Except" and all
that follows down through 'Jf such de-
ceased individual" and inserting in lieu
thereof the following:

"(3)(A) Except as provided in subsection
(q), paragraph (2) of this subsection, and
subparagraph (D) of this paragraph, such
widower's Insurance benefit for each month
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shall be equal to the primary Insurance
amount (as determined for purposes of this
subsection after appilcation of subpara-
graphs (B) and (C)) of such deceased indi-
vidual.

"(B)(i) For purposes of this subsection, in
any case In Which such deceased Individual
dies before attaining age 62 and section
215(a)(1) (as In effect after December 1978)
is applicable In determining such individ-
Ual's primary Insurance amount—

"(I) such primary Insurance amount shall
be determined under the formula set forth
in section 215(a)(1)(B) (i) and (ii) which is
applicable to Individuals who Initially
become eligible for old-age Insurance bene-
fits In the second year after the year speci-
fied in clause (ID,

"(II) the year specified in clause (ii) shall
be substituted for the second calendar year
specified In section 215(b)(3)(A)(ii)(I), and

"(III) such primary Insurance amount
shall be Increased under section 215(i) as if
It were the primary Insurance amount re-
ferred to In section 215(i)(2)(A)(ii)(II),
except that it shall be Increased only for
years beginning after the first year after
the year specified In clause (ii).

"(ii) The year specified In this clause is
the earlier of—

"(I) the year In Which the deceased indi-
vidual attained age 60, or would have at-
tained age 60 had she lived to that age, or

"(II) the second year preceding the year
in which the Widower first meets the re-
quirements of paragraph (1)(B) or the
second year preceding the year in which the
deceased individual died, whichever is later.

"(iii) This subparagraph shall apply with
respect to any benefit under this subsection
only to the extent its application does not
result in a primary Insurance amount for
purposes of this subsection which is less
than the primary Insurance amount other-
wise determined for such deceased, individu-
al under section 215.

"(C) If such deceased individual".
(2) Section 202(f) of such Act (as amended

by paragraph (1) of this subsection) is fur-
ther amended—

(A) in paragraph (1)(D) and in the matter
in paragraph (1) following subparagraph
(F)(ii), by Inserting "(as determined after
application of subparagraphs (B) and (C) of
paragraph (3))" after "primary insurance
amount"; and

(B) in paragraph (3)(D)(ll), by inserting
"(as determined Without regard to subpara-
graph (C))" after "primary insurance
amount".

(c) The amendments made by this section
shall apply with respect to monthly Insur-
ance benefits for months after December
1984 for individuals who first meet all crite-
ria for entitlement to benefits under section
202 (e) or (f) of the Social Security Act
(other than making application for such
benefits) after December 1984.
LIMITATION ON BENEFIT REDUCTION FOR EARLY

RETIREMENT IN CASE OF DISABLED WIDOWS
AND WIDOWERS

SEc. 134. ('a)(l) Section 202(q)(1) of the
Social Security Act is amended by striking
out the semicolon at the end of subpara-
graph (B)(li) and all that follows and insert-
ing in lieu thereof a period.

(2)(A) Section 202(q)(6) of such Act is
amended to read as follows:

"(6) For purposes of this subsection, the
'reduction period' for an individuals old-
age, wife's, husband's, widow's, or widower's
rnsurance benefit is the period—

"(A) beginning—
"(i) in the case of an old-age or husband's

rnsurance benefit, with the first day of the
first month for which such individual is en-
titled to such benefit,
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"(ii) in the case of a wife's Insurance bene-

fit, with the first day of the first month for
which a certificate described in paragraph
(5)(A)(i) is effective, or

"(iii) in the case of a widow's or widower's
Insurance benefit, with the first day of the
first month for which such individual is en-
titled to such benefit r the first day of the
month in which such individual attains age
60. whichever is the later, and

"(B) ending with the last day of the
month before the month in which such indi-
vidual attains retirement age.".

(B) Section 202(q)(3)(G) of such Act is
amended by striking out "paragraph (6)(A)
(or, If such paragraph does not apply, the
period specified in paragraph (6)(B))" and
Inserting in lleu thereof "paragraph (6)".

(C) Section 202(q) of such Act is further
amended, in paragraphs (I)(B)W, (3)(E)(ii),
and (3)(F)(li)(I), by striking out "paragraph
(6)(A)" and inserting in lleu tbereof "para-
graph (6)".

(3) Section 202(q)(7) of such Act is amend-
ed by striking out the matter preceding sub-
paragraph (A) and Inserting in lieu thereof
the following:

"(7) For purposes of this subsection, the
adjusted reduction period' for an individ-
ual's old-age, wile's, husband's, widow's, or
widower's insurance benefit is the reduction
period prescribed in paragraph (6) for such
benefit, excluding—".

(4) Section 202(q)(10) of such Act is
amended—

(A) in that part of the second sentence
preceding clause (A), by striking out "or an
additional adjusted reduction period";

(B) in clauses (B)(i) and (C)(i), by striking
out", plus the number of months in the ad-
justed additional reduction period multipled
by 4%4Q of 1 percent";

(C) in clause (B)(ii), by striking out "plus
the number of months in the additional re-
duction period multiplied by 4%4 of 1 per-
cent,"; and

(D) in clause (C)(ii), by striking out "plus
the number of months in the adjusted addi-
tional reduction period multiplied by 4%4
of 1 percent.".

(b). Section 202(m)(2)(B) of such Act (as
applicable after the enactment of section 2
of Public Law 97-123) is amended by strik-
ing out 'subsection (q)(6)(A)(iD" and insert-
ing in lieu thereof "subsection (q)(6)(B)".

(c) The amendments made by this section
shall apply with respect to benefits for
months after December 1983.
PART E—MEcNIsMs To Asstj CONTINUED

BENEFIT PAYMrs IN UNEXPECTEDLY AD-
VERSE CoiwrrroNs
NORMALIZED CREDITING OF sOcIAL sECURITY

TAXES TO TRU5T FtTND5

SEc. 141. (a)(1) The last sentence of sec-
tion 201(a) of the Social Security Act Is
amended—

(A) by striking out "from time to time"
each place it appears and inserting in lieu
thereof "montl1y on the first day of each
cakndar month"; and

(B) by striking out 'paid to or deposited
Into the Treasury" and inserting in lieu
thereof "to be paid to or deposited into the
Treasury during such month".

(2) Section 201(a) of such Act is further
amended by adding at the end thereof the
following new sentence: "All amounts trans-
ferred to either Trust Fund under the pre-
cedAng sentence shaU be invested by the
Managing Trustee in the same manner and
to the same extent as the other assets of
such Trust Fund; and such Trust Fund shall
pay interest to the general fund on the
amount so transferred on the first day of
any month at a rate (calculated on a daily
baiis, and applied against the difference be-
tween the amount so transferred on such
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first day and the amount Which Would have
been transferred to the Trust Fund up to
that day under the procedures in effect on
January 1, 1983) equal to the rate earned by
the investments of such Fund in the same
month under subsection (d).".

(b)(1) The last sentence of section 1817(a)
of such Act is amended—

(A) by striking out "from time to time"
and inserting in lieu thereof "monthly on
the first day of each calendar month"; and

(B) by striking out "paid to or deposited
into the Treasury" and Inserting in lieu
thereof "to be paid to or deposited into the
Treasury during such month".

(2) Section 1817(a) of such Act is further
amended by adding at the end thereof the
following new sentence: "All amounts trans-
ferred to the Trust Fund under the preced-
ing sentence shall be invested by the Man-
aging Trustee in the same manner and to
the same extent as the other assets of the
Trust Fund; and the Trust Fund shall pay
interest to the generalfund on the amount
so transferred on the first day of any month
at a rate (calculated on a daily basis, and ap-
plied agathst the difference between the
amount so transferred on such first day and
the amount which would have been trans-
ferred to the Trust Fund up to that day
under the procedures in effect on January
1, 1983) equal to the rate earned by the in-
vestments of the Trust Fund in the same
month under subsection (c).".

(c) The amendments made by this section
shall become effective on the first day of
the month following the month in which
this Act is enacted.

INTERFUND BORROWING EXTENSION

SEC. 142. (a) Sections 201(l)(1) and
1817(j)(1) of the Social Security Act are
each amended by striking out "January
1983" and inserting in lieu thereof "January
1, 1988".

(b) Sections 201(l)(3) and. 1817(j)(3) of
such Act are each amended by inserting
before the period at the end thereof the fol-
lowing: "; but the full amount of all such
loans (whether made before or after Janu-
ary 1, 1983) shall be repaid at the earliest
feasible date and in any event no later than
December 31, 1989.".
RECOMMENDATIONS BY BOARD OF TRUSTEE5 TO

REMEDY INADEQUATE BALANCES IN THE SOCIAL
SECURITY TRUST FUNDS

SEC. 143. Title VII of the Social Security
Act is amended by adding at the end thereof
the following new section:
"RECOMMENDATIONS BY BOARD OF TRUSTEES TO

REMEDY INADEQUATE BALANCES IN THE 5OCIAL
SECURITY TRUST FUNDS

"SEC. 709. If the Board of Trustees of the
Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insur-
ance Trust Fund, the Federal Hospital In-
surance Trust Fund, or the Federal Supple-
mentary Medical Insurance Trust Fund de-
termines at any time that the balance of
such Trust Fund may become inadequate to
assure the timely payment of benefits from
such Trust Fund, the Board shall promptly
submit to each House of the Congress a
report setting forth its recommendations for
statutory adjustments affecting the receipts
and disbursements to and from such Trust
Fund necessary to remedy such inadequacy,
with due regard to the economic conditions
which created such inadequacy and the
amount of time necessary to alleviate such
inadequacy in a prudent manner.".

PART F—OTHER FINMICING Axirs
FINANCING OF NONcONTRIBUTORY MILITARY

WAGE CREDITS

SEC. 151. (a) Section 217(g) of the Social
Security Act is amended to read as follows:
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'Appropriat.ion to Trust Funds

"(g)(l) Within thirty days alter the date
of tb' enactri- c-nt of the Social Security
Amendments of 1S3. the Secretary shall
determine the amount equal to the excess
of—

"(A) the actuaial present value as of such
date of enactment of the past and futuw
benefit payments from the Federal Old-Age
and Survivors Insurance Trust Fund, the
Federal Disability Insurance Trust Fund,
and the Federal Hospital Insurance Trust
Fund under this title and title XVIII, to-
gether with associated administrative costs,
resulting from the operation of this section
(other than this subsection) and section 210
of this Act as in effect before the enactment
of the Social Security Act Amendments of
1950, over

'(B) any amounts previously transferred
from the general fund of the Treasury to
such Trust Funds pursuant to the provi-
sions of this subsection as in effect immedi-
ately before the date of the enactment of
the Social Security Ac Amendments of
1983.
Such actuarial present value shall be based
on the relevant actuarial assumptions set
forth in the report of the Board of Trustees
of each such Trust Fund for 1983 under sec-
tions 201(c) and 1817(b). WIthin thirty days
after the date of the enactment of the
Social Security Act Amendments of 1983,
the Secretary of the Treasury shall transfer
the amount determined under this para-
graph with respect to each such Trust Fund
to such Trust Fund from amoujits in the
general fune of the Treasury not otherwise
appropriated.

"(2) The Secretary shall revise the
amount determined under paragraph (1)
with respect to each such Trust Fund in
1985 and each fifth year thereafter, as de-
termined appropriate by the Secretary from
data which becomes available to him after
the date of the determination under para-
graph (1) on the basis of the amount of
benefits and administrative expenses actual-
ly paid from such Trust Fund under this
title or title XVIII and the relevant actuar-
ial assumptions set forth in the report of
the Board of Trustees of such Trust Fund
for such year under sectIon 201(c) or
1817(b). Within 30 days after any such revi-
sion, the Secretary of the Treasury, to the
extent provided in advance in appropriation
Acts, shall transfer to such Trust Fund,
from amounts in the general fund of the
Treasury not otherwise appropriated, or
from such Trust Fund to the general fund
of the Treasury, such amounts as the Secre-
tary of the Treasury determines necessary
to compensate for such revision.".

(b)(1) Section 229(b) of such Act is amend-
ed to read as follows:

"1b There are authorized to be appropri-
ated to each of the Trust Funds, consisting
of the Federal Old-Age and Survivors Insur-
ance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospi-
tal Insurance Trust Fund, for transfer on
July 1 of each calendar year to such Trust
Fund from amounts in the general fund in
the Treasury not otherwise appropriated,
an amount equal to the total of the addi-
tional amounts which would be appropri-
ated to such Trust Fund for the fiscal year
ending September 30 of such calendar year
under section 201 or 1817 of this Act if the
amounts of the additional wages deemed to
have been paid for such calendar year by
reason of s',jbsectjon (a) constituted remu-
neration for employment (as defined In sec-
tion 3121(b) of the Internal Revenue Code
of 1954) for purposes of the taxes imposed
by sections 3101 and 3111 of the Internal
Revenue Code of 1954. Amounts authorized
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to be appropriated under this subsection for
transfer on July 1 of each calendar year
shall be determined on the basis of esti-
mates of the Secretary of the wages deemed
to be paid for such calendar year under sub-
section (a): and proper adJustments shall be
made in amounts authorLed to be appropri-
ated for subsequ-nt transfer to the extent
prior estimates were in e:cess of or were
less than such wages so deemed to be paid.".

(2) The amendment made by paragraph
(1) shall be effective with respect to wages
deemed to have been paid for calendar years
after 1982.

(3)(A) Within thirty days after the date of
the enactment of this Act, the Secretary of
Health and Human Services shall determine
the additional amounts which would have
been appropriated to the Federal Old-Age
and Survivors Insurance Trust Fund, the
Federal Disability Insurance Trust Fund,
and the Federal Hospital Insurance Trust
Fund under sections 201 and igi' of the
Social Security Act if the additional wages
deemed to have been paid under section
229(a) of the Social Security Act prior to
1983 had constituted remuneration for em-
ployment (as defined in section 3121(b) of
the Internal Revenue Code of 1954) for pur-
poses of the taxes imposed by sections 3101
and 3111 of the Internal Revenue Code of
1954, and the amount of interest which
would have been earned on such amounts if
they had been so appropriated.

(BIll) Within thirty days after the date of
the enactment of this Act, the Secretary of
the Treasury shall transfer to each such
Trust Fund, from amounts in the general
fund of the Treasury not otherwise appro-
priated, an amount equal to the amount de-
termined with respect to such Trust Fund
under subparagraph (A), less any .amount
appropriated to such Trust Fund pursuant
to the provisions of section 229(b) of the
Social Security Act prior to the date of the
determination made under paragraph (1)
with respect to wages deemed to have been
paid for calendar years prior to 1983.

(ii) The Secretary of Health and Rtpnan
Services shall revise the amount determined
under clause (U with respect to each such
Trust Fund within one year after the date
of the transfer made to such Trust Fund
under clause (i), as determined appropriate
by such Secretary from data which becomes
available to him after the date of the trans-
fer under clause (i). Within 30 days after
any such revision, the Secretary of the
Treasury shall transfer to such Trust Fund,
from amounts in the general fund of the
Treasury not otherwise appropriated, or
from such Trust Fund to the general fund
of the Treasury, such amounts as the Secre-
tary of Health and Human Services certifies
as necessary to compensate for such revi-
sion-
ACCOmqTING FOR CERTAIN UNNEGOTIATE])

CHECKs ros BENEFIT'S UNDER THE SOCIAL sE-
CURITY 1'ROGRAM

Ssc. 152. (a) Section 201 of the Social Se-
curity Act (as amended by section 143 of
this Act) Is further amended by adding at
the end thereof the following new subsec-
tion:

"(n)(l) The Secretary of the Treasury
shall implement procedures to permit the
identification of each check issued for bene-
fits under this title that has not been pre-
sented for payment by the close of the sixth
month following the month of its issuance.

"(2) The Secretary of the Treasury shall,
on a monthly basis, credit each of the Trust
Funds for the amount of all benefit checks
(including interest thereon) drawn on such
Trust Fund more than 6 months previously
but not presented for payment and not pre-
viously credited to such Trust Fund.
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'(3) If a benefit check is presented for

payment to the Treasury and the amount
thereof has been previously credited pui su-
ant to paragraph (2) to one of the Trust
Funds, the Secretary of the Treasury shall
nevertheless pay such check, if otherwise
proper, recharge such Trust Fund, and
notify the Secretary of Healt.h and Human
Services.

(4) A benefit check bearing a current
date may be issued to an individual who did
not negotiate the original benefit check and
who surrenders such check for cancellation
if the. Secretary of tle Treasury determines
it is necessary to effect proper payment of
benefits.".

(b) The-amendment made by subsection
(a) shall apply with respect to all checks for
benefits under title II of the Social Security
Act which are issued on or after the first

- day of the twenty-fourth month following
the month in which this Act is enacted.

(c)(l) The Secretary of the Treasury shall
transfer from the general fund of the Treas-
ury to the Federal Old-Age and Survivors
Insurance Trust Fund and to the Federal
Disability Insurance Trust Fund, in the
month following the month in which this
Act is enacted and In each of the succdiding
30 months, such sums as may be neessary
to reimburse soch Trust Funds in the total
amount of all checks (including interest
thereon) which he and the Secretary of
Health and Human Services jointly deter-
mine to be unnegotiated benefit checks.
After any amounts authorized by this sub-
section have been transferred to a Trust
Fund with respect to any benefit check, the
provisions of paragraphs (3) and (4) of sec-
tion 201(m) of the Social Security Act (as
added by subsection (a) of this section) shall
be applicable to such check.

(2) As used in paragraph (1), the term
"unnegotiated benefit checks" means
checks for benefits under title II of the
Social Security Act which are issued prior to
the twenty-fourth month following the
month in which this Act Is enacted, which
remain unnegotiated after the sixth month
following the date on which they were
issued, and with respect to which no trans-
fers have previously been made in accord-
ance with the first sentence of such para-
graph.
TITLE U—ADDITIONAL PROVISIONS

RELATING TO LONG-TERM FINANC-
ING OF THE SOCIAL SECURITY
SYSTEM

ADJUsTMENTs 115 OASDI BENEFIT FORMULA

SEc. 201. (a) Section 215(a)(1)(A) of the
Social Security Act Is amended by striking
out "90 percent" in clause (i), "32 percent"
in clause (ii), and '15 percent" In clause (liD
and inserting in lieu thereof in each in-
stance "the applicable percentage (deter-
mined under paragraph (8))".

(b) The first sentence of section
215(a)(7XB) of such Act (as added by sec-
tion 113(a) of this Act) is amended by strik-
ing out "61 percent" and inserting in lieu
thereof "the applicable percentage as deter-
mined under paragraph (8)".

(c) Section 215(a) of such Act is further
amended by adding at the end thereof
(after the new paragraph added by section
113 of this Act) the following new para-
graph:

"(8) The 'applicable percentages' for pur-
poses of clauses (I), (ii), and (iii) of para-
graph (1)(A), and the 'applicable percent-
age' for purposes of the first sentence of
paragraph (7)(B), shall be determined as fol-
lows:
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for iniduaIs wo lire açlicabe percentage—

initially bewme
ehgib4e ton !!d for pwtses tci pores Ion purposes for purposesor i

ol clause of J.ause of clause 01 f ho firstirrSe
(I) 01 (ü) of (iii) ot sentence ofOI

paragrab paragraph paragraph paragraph

(Or sucirbenolils), (1)(A (i)(A) L
in—

any year from

1919 through
1999 90.0 32.0 15.0 61.0

2000 89.4 31.8 14.9 606
2001 —. 80.8 31.6 14.8 60.2
2002 88.2 31.4 14.7 59.8
2003 876 31.1 14.6 59.4
2004 870 30.9 If 5 59.0
2005 86.4 30.7 14.4 58.6
2006 85.8 30.5 14.3 58.2
2001 or thereafter.... 85.2 30.3 84.2 51.1.

ADJtJSTMENTS IN OASDI TAX RATES

SEc. 202. (a) Section 3101(a) of the Inter-
nal Revenue Code of 1954 (relating to rate
of tax on employees for old-age, survivors,
and disability Insurance), as amended by
section 123(a)(1) of this Act, Is further
amended by striking out the last line of the
table and inserting In lieu thereof the fol-
lowing:
'1990 through 2014 6.2 percent
2015 or thereafter 6.44 percent.'

(b) Section 3111(a) of such Code (relating
to rate of tax on employers for old-age, sur-
vivors, and disability Insurance), as amended
by section 123(a)(2) of this Act, is further
amended by striking out the last line of the
table and Inserting in lieu thereof the f 01-
lowing:
1990 through 2014 6.2 percent

2015 or thereafter 6.44 percent"
(c) Section 1401(a) of such Code (relating

to rate of tax on self-employment Income
for old-age, survivors, and disability insur-
ance), as amended by section 124(a) of this
Act), is further amended by striking out the
last line of the table and inserting in lieu
thereof the followthg
"Decemti 31, 1989 January 1, 2015 212.40
Decerni 31, 2014 1288.

(d) The amendments made by this section
shall apply to remuneration paid, and tax-
able years beginning, after December 31,
2014.

TITLE 111—MISCELLANEOUS AND
TECHNICAL PROVISIONS
PART A—CASH MANAGEMENt

FLOAt PERIODS

SEC. 301. (a) The Secretary of Health and
Human Services and the Secretary of the
Treasury shall jointly undertake, as soon as
possible after the date of the enactment of
this Act, a thorough study with respect to
the period of time (hereafter in this section
referred to as the "float period") between
the issuance of checks from the general
fund of the Treasury in payment of month-
ly insurance benefits under title II of the
Social Security Act and the transfer to the
general fund from the Federal Old-Age and
Survivors Insurance Truzt Fund or the Fed-
eral Disability Insurance Trust Fund, as ap-
plicable, of the amounts necessary to com-
pensate the general fund for the issuance of
such checks. Each such Secretary shall con-
sult the other regularly during the course of
the study and shall, as appropriate, provide
the other with such Information and assist-
ance as he may require.

(b) The study Shall include—
(1) an investigation of the feasibility and

desirability of maintaining the float periods
which are allowed as of the date of the en-
actment of this section in the procedures

governing the payment of monthly rnsur-
ance benefits under title II of the Social Se-
curity Act, and of the general feasibility and
desirability of making adjustments in such
procedures with respect to float periods; and

(2) a separate mvestigation of the feasibil-
ity and desirability of providing, as a specif-
ic form of adjustment in such procedures
with respect to float periods, for the trans-
fer each day to the general fund of the
Treasury from the Federal Old-Age and
Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund, as
appropriate, ci amounts equal to the
amounts of the checks referred to In subsec-
tion (a) which are paid by the Federal Re
serve Banks on such day.

(c) In conducting the study required by
subsection (a), the Secretaries shall consult,
as appropriate, the Director of the Office of
Management and Budget, and the Director
Shall provide the Secretaries with such in-
formation and assistance as they may re-
quire. The Secretaries shall also solicit the
views of other appropriate officials and or-
ganizations.

(d)(1) Not later than sx months after the
date of the enactment of this Act, the Secre-
taries shall submit to the President and the
Congress a report of the findings of the in-
vestigation required by subsection (b)(1),
and the Secretary of the Treasury shall by
regulation make such adjustments in the
procedures governing the payment of
monthly insurance benefits under title II of
the Social Security Act with respect to float
periods (other than adjustments in the form
described in Subsection (b)(2)) as may have
been found in such Investigation to be nec-
essary or appropriate.

(2) Not later than twelve months after the
date of the enactment of this Act, the Secre-
taries shall submit to the President and the
Congress a report of the findings of the sep.
arate investigation required by subcection
(b)(2), together With their recommendations
with respect thereto; and, to the extent nec-
essary or appropriate to carry out such rec-
ommendations, the Secretary of the Treas-
urshall by regulation make adjustments in
the procedures with respect to float periods
in the form described in such subsection.

SEC. 302. (a) Section 218(j) of the Social
Security Act Is amended—

(1) by inserting "(1)" after "(j)",
(2) by striking out "the rate of 6 per

centum per annum" and inserting in lieu
thereof "the applicable rate determined in
accordance with paragraph (2)", and

(3) by adding at the end thereof the fol-
lowing new paragraph:

"(2) For purposes of paragraph (1), the
rate of interest apphcable to late payments
outstanding during the six-month period be-
ginning on January 1, 1984, shall be 9.0 per-
cent per annum. The rate of interest appli-
cable to late payments outstanding during
the six-moih period beginning on July 1,
1984, and subsequent six-month periods be-
ginning on January 1 or July 1 thereafter,
shall be determined by the Secretary of the
Treasury not later than 15 days after the
end of the base period described in the f 01-
lowing sentence and shall be an annual rate
equal to the average (rounded to the near-
est full percent, or the next higher percent
if it is a multiple of 0.5 percent but not of
1.0 percent) of the annual rates of interest
applicable to the special obligations issued
to the Trust Funds (in accordance with sec-
tion 201(d)) in each month of such base
period. The 'base period' for the rate effec-
tive on January 1 of a year is the six-month
period ending on the immediately preceding
September 30, and the base period for the
rate effective on July 1 of a year is the six-
month period ending on the immediately
preceding March 31.".

March 9, 198i
(b) The amendments made by this Section

Shall apply with respect to payments made
after December 31, 1983, under an agree-
ment pursuant to section 218 of the Social
Security Act.

TRUST FUND INvESTMEN'r PROCEDURES

SEC. 303. (aXi) Section 201(d) of the
Social Security Act is amended by striking
out the second and third sentences and in-
serting in lieu thereof the following: "Such
investments may be made only in interest-
bearing public-debt obligations of the
United States which are issued exclusively
for purchase by the Trust Funds under title
31 of the United States Code.".

(2) The fifth sentence of such section
201(d) is amended to read as follows: "Such
obligations shall be redeemable at pr plus
accrued interest at any time, and shall bear
nterest in any month (including the month
of issue) at a rate equivalent to either (1)
the average market yield (determined by
the Managing Trustee on the basis of
market quotations as of the end of each
business day of the preceding month) on all
marketable interest-bearing obligations of
the United States then forming a part of
the public debt (other than 'flower bonds')
which are not due or callable until after the
expiration of 4 years from the end of such
preceding month, or (2) the average market
yield (so determined) on all such obligations
which are due or callable 4 years or less
from the end of such preceding month,
whichever average market yield (with re-
spect to the month involved) is larger;
except that where such equivalent interest
rate is npt a multiple of one-eighth of 1 per-
cent, the rate of interest on the obligations
involved shall be the multiple of one-eighth
of 1 percent nearest such equivalent rate.".

(3) Section 201(d) of such Act is further
amended by striking out the last sentence,
and by inserting in lieu thereof the follow-
ing: "For purposes of the preceding sen-
tence, the term 'flower bond' means a
United States Treasury bond which was
issued before March 4, 1971, and which may,
at the option of the duly constituted repre-
sentative of the estate of a deceased individ-
ual, be redeemed in advance of maturity and
at par (face) value pluz accrued interest to
the date of payment if (i) it was owned by
such deceased individual at the time of his
death, (ii) it is part of the estate of such de-
ceased individual, and (iii) such repreSenta.
tive authorizes the Secretary of the Trcas-
ury to apply the entire proceeds of the re-
demption of such bond to the payment of
Federal estate taxes.".

(b)(1) Section 1817(c) of such Act is
amended by striking out the second nd
third sentences and inserting in lieu thereof
the following: 'Such investments may be
made only in interest-beating public-debt
obligations of the United States hich re
issued exclusively for purchase by the Trust
Funds under title 31 of the United States
Code.".

(2) The fifth sentence of such section
1817(c) is amended to read as follows: 'Such
obligations shall be redeemable at par plus
accrued interest at any time, and shall bear
interest in any month (including the month
of issue) at a rate equivalent to either (1)
the average market yield (determined by
the Managing Trustee on the basis of
market quotations as of the end of each
business day of the preceding month) on all
marketable interest-bearing obligations of
the United States then forming a part of
the public debt (other than 'flower bonds')
which are not due or callable until after the
expiration of 4 years from the end of such
preceding month, or (2) the average market
yield (so determined) on all such obligations
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which are due or callable 4 years or less
from the end of Such preceding month,
whichever average market yield (with re-
spect to the month hivolved) is larger;
except that where such equlvaient interest
rate Is not a multiple of one-eighth of 1 per-
cent, the rate of interest on the obllgation3
Involved shall be the multiple of one-eighth
of 1 percent nearest such equivalent iate,",

(3) SectIon 1817(c) of such Act b further
amended by striking out the last sentence,
and by inserting In lieu thereof th foflow
Ing: "For purposes of the preceding sen-
tence, the term flower bond' means a
United States Treasury bond which was
issued before March 4, 1971. and which may,
at the option of the duly constituted repre-
sentative of the estate of a deceased Individ-
ual, be redeemed In advance of maturity and
at par (face) value plus accrued Interest to
the date of payment If (i) It wa. owned by
such deceased Individual at the time of his
death, (ii) it Is part of the estate of such de-
ceased Individual, and (lii) such represent&
tive authorizes the Secretary of the Treas-
ury to apply the entire proceeds of the re-
demption of such bond to the payment of
Federal estate taxes,".

(c)(1) Section 1841(c) of such Act is
amended by striking out the second and
third sentences and Inserting In Ueu thereof
the foflowthg Such Investments may be
made only In Interest-bearing public-debt
obligations of the United States which are
Issued exclusively for purchase by the Trust
Funds under title 31 of the United States
Code,",

(2) The fifth sentence of such section
1841(c) is amended to read as follows: "Such
obligations shall be redeemable at par plus
accrued Interest at any time, and shall bear
Interest In any month (Including the month
of issue) at a rate equivalent to eIther (1)
the average market yield (determined by
the Managing Trustee on the basis of
m&rket quotations as of the end of each
bu.lness day of the preceding month) oi all
marketable Interest-bearing obligations of
the United States then forming a part of
the public debt (other than f1ower bonds')
which are not due or callable until after the
expiration of 4 years from the end of such
preceding month, or (2) the average market
yield (so determined) on all such obligations
which are due or callable 4 years or less
from the end of such preceding month,
whichever average market yield (with re
spect to the month Involved) Is larger
except that where such equivalent Interest
rate is not a multiple of one-elghtk of 1 per-
cent, the rate ot Interest on the obligations
involved shall be the multiple of one-eighth
of 1 percent nearest such equivalent rate.".

(3) Section 1841(c) of such Act is further
amended by striking out the last sentence,
and by Inserting In lieu thereof the follow-
Ing °For purposes of the preceding sen-
terice, the term 'flower bond' means a
United States Treasury bond which was
1sued before March 4, 1971, and which may,
at the option of the duly constituted repre-
sentative of the estate of a deceased Individ-
ual, be redeemed In advance of maturity nd
at par (face) value plus accrued Interest to
the date of payment If (I) it was owned by
such deceased Individual at the time of his
death, (II) ft Ii part of the estate of such de-
ceased Individual, and (ill) such represent&-
tive authoalzes the Secretary of the Treas-
ury to apply the entire proceeds of the re-
dempUon of such bond to the payment of
Federal estate taxes,".

(d)(1) Not later than the date on which
the amendments made by this section
become effective under subsection (f), the
Secretary of the Treasury shall—

(A) redeem at par plus accrued Interest all
outstanding obligations of the United States
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1sued under the Second Liberty Bond Act
or title 31 of the United States Code exclu-
sively for purchase by (and then held by)
the Federal Old-Age Insurance Trust Fund,
the Federal Disability Insurance Trust
Fund, the Federal Hospital Insurance Trust
Fund. nd the Federal Supplementary
Medical Insurance Trust Fund (here!nafter
in this subsection referred to as the "Trust
Funds");

(B) redeem at market rates all °flower
bonds" (as defined in the ]at sentence of
sections 201(d), 1817(c), and 1841(c) of the
Social Security Act as amended by this sec
tion) then held by the Trust Funds; and

(C) rekivest the proceeds (from the re-
demptions required under subparagiaphs
(A) and (B)) in the manner provided in such
sections 201(d), 1817(c), and 1841(c) as
amended by this section.

(2) Any other marketable obligations held
by the Trust Funds at the time of the re-
demptions required by paragraph (1) shall
continue to be so held until their maturity
except to the extent It Is necessary to
redeem or sell them before maturity (at the
market price) In order to meet the benefit
obligations of the Trust Fund or Funds In-
volved.

(3) Sections 201(e), 1817(d), and 1841(d) of
the Social Security Act are repealed.

(e)(1) The next to last sentence of section
201(c) of such Act Is amended by striking
out "Such report shall also include" and In-
serting in Ueu thereof the following: 8uch
report shall include an actuarial opinion by
the Chief Actuary of the Social Securfty Ad-
ministration certifying that the techniques
and methodologies used are generally ac-
cepted within the actuarial profession and
that the ssuinptions and cost estimates
Used are rea&onable, and shall also Include".

(2) Section 1817(b) of 8uch Act s amended
by Inserting immediately before the last
sentence the following new sentence: Such
report shall also include an actuarial opin-
ion by the Chief Acturlal Officer of the
Health Care Financing Administration certi
fying that the techniques and methodolo-
gies used are generally accepted within the
actuarial profession and that the asunip-
tion and cost estimates used are reason-
able,".

(3) Section 1841(b) of such Act is amended
by Inserting Immediately before the last
sentence the following new sentence: "Such
report shall also include an actuarial opin-
ion by the Chief Actuarial Officer of the
Health Care Financing Administration certi-
fying that the techniques and methodolo-
gies used are generally accepted within the
actuarial profession and that the assump-
tions and cost estimates used are reason-
able.".

(4) Notwithstxindlng sections 201(c)(2),
1817(b)(2), and 1841(bR2) of the Social Se-
curity Act, the annual reports of the Boards
of Trustees of the Trust Funds which are
required in the calendar year 1983 under
those sections may be filed at any time not
later than forty-five days after the date of
the enactment of this Act.

(5) The amendments made by this subsec-
tion shafl take effect on the date of the en-
actment of this Act.

(f) Except as otherwise provided, the
amendments made by this section shall take
effect on the first day of the ffrst month
which begins more than thIrty days after
the date of the enactment of this Act.

EUDGIARY TREATMENT OF TRUST FUND
OPERATIONS

SEc. 304. (a)(1) Title VII of the Social Se-
curity Act (as amended by section 143 of
this Act) is further amended by adding at
the end thereof the following new section:
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BUDGETAIIY TREATMENT OP TRUST FUND

OPERATIONS

SEc. 710. The disbw-sements of the Fed-
eral Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance
Trust Fund, and the Federal Supplemen-
tary Medical Insurance Trust Fund shall be
treated as a separate major functional cate-
gory In the budget of the United States
Governnent as submitted by the President
nd In the congressional budget, and the re-
ceipts of such Trust Funds, incluWng the
taxes Imposed under sections 1401, 3101,
arid 3111 of the Internal Revenue Code of
1954, shall be set forth separately in such
budget.".

(2)(A) The amendment made by para
graph (1) shall apply with respect to fiscal
years beginning on or after October 1, 1984,
and ending on or before September 30, 1988,
except that such amendment shall apply
with respect to the fIscal year beginning on
October 1, 1983, to the extent it relates to
the congressional budget.

(b) Effective for fiscal years beginning on
or after October 1, 1988, section 710 of such
Act (as added by subsection (a) of this sec-
tion) Is amended to read as follows:

BVDCETARY TREATMENT OF TRUsT FUND
OPERATIONS

SEC. 710. (a) The receipts and djburse-
ment of the Federal Old•Age and Survivors
Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, and the Federal
Hospital Insurance Trust Fund and the
taxes Imposed under sectIons 1401, 3101,
and 3111 of the Internal Revenue Code of
1954 shall not be included in the totals of
the budget of the United States Govern-
ment as submitted by the President or of
the congressional budget and shali be
exempt from any general budget limitation
Imposed by statute on expenditures and net
lending (budget outlays) of the United
States Government,

'(b) The disbursements of the Federal
Supplementary Medical Insurance Trust
Fund shall be treated as a separate major
functional category in the budget of the
United States Government as submitted by
the President and in the congressional
budget, and the receipts of such Trust Fund
shall be set forth separately In such budg-
ets.".

PT B—ELIMINATION OF Owg1(-BAS
DISTINCTIONS

DIvORcED HUSBANDS

SEC. 311. (a)(1) Section 202(c)(1) of the
Social Security Act is amended, in the
matter preceding subparagraph (A), by in-
serting °and every divorced husband (as de-
fined in section 2 16(d))" before of an indi-
vidual" and by Inserting "or such divorced
husband" after "If such husband".

(2) SectIon 202(c)(1) of such Act Is further
amended—

(A) by striking out "and" at the end of
subparagraph (B);

(B) by redesignating subparagraph (C) as
subparagraph (D), and by Inserting after
subparagraph (B) the following new subpar-
agrapft

C) in the case of a divorced husband, is
not mak'rled, aid"; and

(C) by striking out the matter following
subparagraph (D) (as so redesignated) and
Inserting in lieu thereof the following:
°shaU be entitled to a husband's Insurance
benefit for each month, beginning with—

"(i) in the ca$e of a husband or divorced
husband (as so defined) of an individual
who is entitled to an old-age Insurance bene-
fit, If such husband or divorced husband has
attained age 65, the first month in which he
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meets the criteria specified In subpara-
graphs (A), (B), (C), and (D), or

"(11) In the case of a husband or divorced
husbnd (s so defined) of—

'(T) a hdlvldua1 entitled to old-age insur-
ance benefits, if such husband or divorced
husband has not attained age 65, or

"(U) an Indlivldual entitled to diGability In-
surnnce benef,
the first month throughout which he is
such a hnsband or divorced husband and
meets the criteria specified In subpara-
graphs (B), (C), aid (D) (if in such month
he meets the criterion specified In subpara-
graph (A)),
whichever is earlier, and ending with the
month preceding the month to which any of
the following occurs:

"CE) he dies,
"(F) such individual dies,
'(G in the case of a husband, they are dl-

vored nd either (1) he has not attained age
62, or (ii) he has attained age 62 but has not
been married to sueh bdlvldual for a period
of 10 ye&rs Immediately befme the divorce
became effective,

'W) h the case aT a divorced husb&ud, he
ularrie2 a peion other than sath individual,

"(I) he bemes eutltled to an oldage or
disability insurance benefit based on a pri-
mary insurance amount which is equal to or
exceeds one-half of the primary insurance
amounL of such fndlvldual, or

"(J) such Individual Is not entitled to dis.
ability Insurance benefits and Is not entitled
to o1d-age lnsumnce benefit.".

(3) Section 22()(3) of such Act is amend-
ed by inserting '(or, In the case of a di-
vord husband, h former wife)" before
'f or such month".
(4) Secthn )2(c) of 8ueh Act is further

amended by adding after paragraph (3) the
following new parmpft

"(4) In the eaae of any divorced husband
who ma!xi—

"(A) an Ind1vun1 entitled to benefth
undet subsection (b), (e). (g), or (h) of this
section, or

"(B) an Individual who ha attained the
age of 18 and Is entitled to benefits under
ubsctkn (d), by reason o paigraph
(IXB)Ui) thereof,
such divud husband's entitlement to
benefits under this sub3ection, notwith-
staxing the provisis of paragraph (1)
(but subjt to ection (s)), shall not be
terminated by reason of such marriage.".

(5) Section 202(c) of such Aet is further
amended by addAng after paragraph (4) (as
added by paragraph (4) of this subsection)
the following new paragraph:

"(5)(A) Notw1thtnd1ng the preceding
prevIson of this subsection, except as pro-
vided in subparagraph (B), the divorced hus-
band of an IndMdua1 wtio is not entitled to
old-age disability !nurauce benefits, but
who has attathd age 62 and is a fully In-
sured Individual (a defined th section 214),
if such divorced hu,bzid—

°(i) meets the reqitirements of subpara-
graphs (A) through (D) of paragraph (1),
and

"UI) has been divorced from suth Insured
Individual for not less than 2 years,
shall be entitled to a husbands insurance
benefit under this subsection for each
month, in such amount, and beginning and
ending with such months, as determined
(under regulations of the Secretary) in the
manner otherwise prtwlded fo husband's
thsurance benefits under this ubection, as
it such insured individual had become enti-
tled to old-age Insurance benefits on the
date om which the divorced husband first
meets the criteria for entitlement set forth
In classes (1) and (U).

"(B) A husband's Insurance benefit pro-
vided under this paragraph which has not
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otherwise termthated In accordance with
gubparagraph (E), (F), (H). or (I) of pars-
graph (1) shall terminate with the month
precedthg the first month in which the n-
sured individual Is no k,nger a fully insured
individual.'

(6) Section 2O2(c(2)(A) of stch Act Is
amended by Inserting "(or divorced hus-
band)" after °payabie to such husband".

(7) SectIon 202(b)(3)(A) of such Act Is
amended by striking Out "Ct)" and inserting
In lieu thereof "(C), (0,".

(8) Section 2C2(c)(1)(D) cf such Act (as re
desigiated by paragraph (2) of this subsec-
tion) s amended b striking out "his wife"
and inserting in lieu thereof "such individu-
al".

(9) Section 202(d)(5XA) of such Act is
amede by inserting "c)," alter "(b),".

(b)(1) Section 202(fXl) of such Act is
amended, in the matter preceding subpara-
graph (A), by nsertig "and every surviving
divorced husband (as deIned In section
216(d))" before "of an incthridual" and by In-
serting "or such surviVIng llvorced hus-
band" after °if such widower".

(2) Set.in 202C0(1) ofuh Act is further
amended by striking out "h!s eceaed wife"
In subparagraph (D) aiid In the matter fo-
lowing subparagraph (F) and Inserting In
lieu thereof "such deceased Individual".

(3) Section 202(fX3)(BXli)(II) of such Act
(as amended by secth,n 133(b)(1)(B) of this
Act) Is amended by inserting " or surviving
cUvorced husband" atter "widower".

(4) P.Tagraph (3XD) of section 202(f) of
such Act (as redesignated by section
133(b)(1XA) of this Act), and paragraphs
(4), (5), and (6) of such section (as redesig-
nated by seetimi 131(b)(3)(A) of this Act),
are each amended by insert±ng "or surviving
divorced husband" after "widower" wherev-
er it appears

(5) Paragrh (XD) of section 202(f) of
such Act (as redesignated by section
133(b)(1)(A) of this Att) is furthEr amended
by striking out "wife" wtierever it appears
and thsertthg lieu thereof 'Individual".

(6) SectIon 202(g)(3)(A) of such Act is
amended y thsethng "(c)0" before "(1),".

(7) Sectii 202Ch)(4)(A) of such Act is
amended by insertiug "(e)," before "(e),",

(c)(1) Section 216(d) of such Act Is amend-
ed by redesignating paragraph (4) as para-
graph CS). ami by tnserUng alter paragraph
(3) the foUthg new paragraphs:

"(4) The term 'dñvored htsband' means ft
ma divorced from an thdIvidual, but only If
he had been married to such ndivktua1 for a
perfod of ii) years Immediately before the
date the vore became effective

"(5) The term 'si,rviving divorced hus-
band' meas a man divorced from an mdi-
vidual who has died, but only f he .had been
married to the Individual br a period of 10
years tiedite1y befo?e the divorce
became eftet.ive.".

(2) The heathng of section 21J(d) of such
Act is amended to red as follows:

"IVORCE1) SPOUSES DIVORCE".

(d)(1.) Section 205(b) of such Act is amend-
ed by inserting "divorced husband," alter
"husband.", and by Inserting "surviving di-
vorced husband," alter "widower,".

(2) Section 205(c)(1)(C) of such Act Is
amended by inserting "surviving divorced
husband," after "wife,".
REMABRMG OP SUEVIVLG SPOUSE 8EIORE AGE

OF ELIGIBILITY
SEc. 31. Section 202(f)(1)(A) of the Social

Security Act is amended by striking out
"has not remarried" and rnserting In lieu
thereof "is not married".

ILLEGITThtATE CHILDRI
SEc. 313. (a) Section 216th)(3) of the

Social Security Act Is amended by Inserting
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"mother or" before "father" wherever It ap-
pears.

(b) Section 216(hR3(A)(li) of such Act Is
amended by striking out all thai follows
"time" and Inserting In lleu thereof "such
applicant's application for benefits wa
filed;".

(c) Section 216(h3)(B)(ii) of such Act is
amended by strfkkg ut "suth period of dis-
ability began" rind msertlng In lieu thereof
"such ap,llcant application for benefits
was filed".

(d) Section 216(b)(3) of such Act Is fur-
ther amended—

(1) by striking out "his" wherever It ap-
pears and thzerting in lieu thereQf "his or
her"; and

(2) by striking out "he" In subparagraph
(B) and 1nLertIng in lieu thereof "he or
she".

TASrnWiAL INSD STATUS

SEC. 314. (c.) Seetion 227(a) of the Social
Security Act is anended—

(1) by striking out 'wife" wherever it ap-
pears and inserting n lieu thereof "spouse';

(2) by strlldng out °wIfe's' wherever it ap-
pears and inserting In lieu thereof
"spouse's";

(3) by strikftig out "she" wherever it ap-
pears and inserting In lieu thereof "he or
she":

(4) by striking out 'bis" and Inert1ng In
lieu theeoi 'the"; and

(5) by Insertg "or section 202(c)" after
"section 202(b)" wherever it appears.

(b) Section 227(b) and sectIon 227(e) of
such Act are ameded—

(1) by strk1ng out "widow" wherever It
appeai a thsertmg In lieu thereof 'sur-
viving spone";

(2) by strlldng out wi&,w's" wherever it
appears and itsertthg Inlieu thereof "sur-
viving spouse's';

(3) by strUdng out "her" wherever it ap
pears and inserting In lieu thereof "the";
and

(4) by inserting "or section 202(1)" after
"section 202(e)" wherever it appears.

(C) Sect!on 216 of such Act h amended by
inserting before subsection (b) the ft11wing
new subsection:

"Spouse; Surviving Spowie
"(a)(1) The term 'spouse' means a wife as

defined in subsection (b) or a husband as de
fined hi subsection (f).

"(2) The term 'surviving spøus means a
wbiow as defined In subsection (e) or a wid-
ower as de!ined in subsection (g).".
EQUALIZAON OP BENEFITS UNDER SECTIN 28

SEC. 315. (a) Section 228(b) of the ScIa1
Security Act is amended—

(1) by striking out "(1) Except as provided
In paragraph (2)-, the" and therting n eu
thereof "The"; and

(2) by striking out paragraph (2).
(b) Section 228(c)(2) of such Act amnd

ed by strtklng out "(B) the larger of" and all
t.'at follows and inserting th lieu thereof
"(B) the benefit amount as deterxnned
without regard to this subsection".

(c) Section 22(c)(3) of such Act Is amend-
ed to read as frUows:

"(3) In the case of a husband or wife both
of whom are etit1ed to benefits undr this
section for any month, the benefit nount
of each spouse, alter any redurion tmder
paragraph (1), haJJ be further reduced (but
not below zero) by the excess (if a12y) of (A)
the total amount of any perIodic benefits
under govementa1 pension systems for
which the other spouse I eligible for such
month, over (B) the benefit a'nount of such
other spouse as determthed after any reduc-
tion under paragraph (1).".
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(d) Section 228 of such Act Is further
amended--

(1) by striking out "he" wherever it ap-
pears In subsections (a) and (c)(1) and in-
serting In lieu thereof "he or she"; and

(2) by striking out "his" in subsection
(c)(4)(C) and inserting In lieu thereof "his
or her".

(e) The Secretary shall mcrease the
amounts specified th section 228 of the
Social Security Act, as amended by this sec-
tion, to take Into account any general bene-
fit increa.es (as referred to n section
215W(3) of tuch Act), and any Increases
under section 2 15(i) of such Act, which have
occurred after June 1974 or may hereafter
occur.

• PATHPR'S IN5URANCE BENEFITs

SEc. 316. (a) Section 202(g) of the Social
Security Act Is amended—

(1) by striking out "widow" wherever it
appears and inserting in lieu thereof "our-
viving spouse";

(2) by striking out "widow's" wherever it
appears and inserting th lieu thereof "sur
viving spouse's";

(3) by striking out "wife's insurance bene
fits" and "he" In paragraph (1)(D) and In-
sertrng in lieu thereof "a spouse's insurance
benefit" and "such individual", respectively;

(4) by striking out "her" wherever It ap-
pears and inserting in lieu thereof "his or
her";

(5) by striking out "she" wherever it ap-
pears and inserting in lieu thereof "he or
she";

(6) by striking out "mother" wherever it
appears and inserting in lieu thereof
"parent";

(7) by inserting "or father'&" after "moth-
er's" wherever it appears;

(8) by striking out "after August 1950";
and

(9) in paragraph (3)(A) (as amended by
section 311(b)(7) of this Act)—

(A) by Inserting "this subsection or"
before "subsection (a)"; and

(B) by striking out "(C)," and inserting In
lieu thereof "(b), (C), (e),".

(b) The heacflng of section 202(g) of such
Act Is amended by inserting "and Father's"
after "Mother's".

(c) Section 216(d) of Such Act (as anended
by section 311(c)(1) of this Act) Is further
amended by redesignatlng paragraph (6) as
paragraph (8) and by Inserting after para-
graph (5) the following new paragraphs:

"(6) The term 'surviving divorced father'
means a man divorced from an Individual
who has died, but only If (A) he Is the
father of her son or daughter, (B) he legally
adopted her son or daughter while he waa
married to her and while such son or daugh-
ter was under the age of 18, (C) she legally
adopted his son or daughter while he was
married to her and while such son or daugh-
ter was under the age of 18, or (D) he was
married to her at the time both of them le-
gally adopted a child under the age of 18.

"(7) The term 'surviving divorced parent'mea urviv1ng divorced mother as de-
fined in parftgraph (3) of this subsection or
a surviving divorced father as defined in
paragraph (6).".

(d) Section 202(c)(1) of such Act (as
amended by section 311(a) of this Act) s
further aniended by inserting "(subject to
subsection (5))" before "be entitled to" In
the matter following subparagraph (D) and
preceding subparagraph (E).

(e) Section 202(c)(1)(B) of such Act
amended by thserting after "62" the follow-
ing: "or (in the case of a husband) has n his
care (Individually or jointly with such indi-
vidual) at the tble of filing such application
a child entitled to child's Insurance benefits
on the basIs of the wages and self-employ-
ment income of such individual".
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(f) Section 202(c)(1) of such Act (as

amended by section 311(a) of this Act and
the preceding provisions of this section) Is
further amended by redesignating the new
subparagraphs (I) and (J) as subparagraphs
(J) and (K), respectively, and by Inserting
after subparagraph (H) the following new
subparagraph:

"(I) In the case of a husband who has not
attained age 62, no child of such ndMdual
is entitled to a child's Insurance benefit,".

() Section 202(f)(1)(C) of such Act is
amended by inserting "(i)" after "(C)", by
Inserting 'or" after "223,", and by adding at
the end thereof the following new clause:

"(ii) was entitled, on the basis of such
wages and cell-employment Income, to fa-
ther's insurance benefits for the month pre-
ceding the month In which he attained age
65, and".

(h) Section 202(f)(5) of such Act (as redes-
ignated by section 131(b)(3)(A) of this Act)
is amended by striking out 'or" at the end
of subparagraph (A), by redesignating sub-
paragraph (B) a subparagraph (C), and by
Inserting Immediately after subparagraph
(A) the following new subparagrapft

"(B) the last month for which he wasenti-
tied to father's Insurance benefits on the
basIs of the wages and self-employment
income of such individual, or".

(i) Section 203(f)(1)(F) of such Act is
amended by striking out "section 202(b)
(but only by reason of having a child In her
care within the meaning of paragraph
(1)(B) of that subsection)" and inserting In
lieu thereof 'section 202(b) or (c) (but only
by reason of having a child In his or her
care within the meaxulng of paragraph
(1)(B) of subsection (b) or (c) as may be ap-
plicable)".
EFFECT OF MARRIAGE ON CHILDHOOD DIsABILITY

BENEFITS AXD ON OTHER DEPEDENT5' OR
SURVIVORS EENEFIT5

SEc. 317. (a) Subsections (bX3), (d)(5),
(g)(3), and (h)(4) of section 202 of the Social
Security Act (as amended by the preceding
provisions of this Act) axe each amended by
striking out"; except that" and all that fol-
lows and inserting in lieu thereof a period.

(b) The amendments made by subsection
(a) shall apply with respect to benefits
under title II of the Social Security Act for
months after the month m which this Act Is
enacted, but only in cases in which the "last
month" referred to in the provision amend-
ed Is a month after the month in which this
Act is enacted.

CREDIT FOR CERTAIN MILITA1Y SERVICE
SEC. 318. Section 217(f) of the Social Secu-

rity Act Is amended—
(1) by striking out "widow" each place it

appears and inserting in lieu thereof "sur-
viving spouse"; and

(2) by striking out "his" and "her" wher-
ever they appear (except in clause (A) of
paragraph (1)) and Inserting in Ueu thereof
in each Instance "his or her".

CONFORMtNG AEDMENTS
&C. 319. (a) Section 202(b)(3XA) of the

Social Seewity Act (as amended by section
311(a)(6) of this Act) Is further amended by
inserting "(g)," after "C!).".

(b) Section 202(qX3) of such Act Is amend-
ed by inserting "or surviving divorced hus-
band" afte, "widower" In subparagraphs
(E), (F), and (0).

(c) Section 202(q)(5) of such Act Is aniend-
ed—

(1) b inserting "or husband's" after
"wife's" wherever it appears;

(2) by striking out "her" In subparagraph
(A)(i) and inserting In lieu thereof "him or
her";
(3) by striking out "her" the second place

It appears in subparagraph (A)UI) and in-
serting in lieu thereof "the";
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(4) by striking out "she" wherever it ap-

peais and Inserting In lieu thereof 'he or
she";

(5) by striking out "her" wherever it ap-
pears (except where paragraphs (2) and (3)
of this subsection apply) and Inserting in
lieu thereof "his or her";

(6) by striking out "the woman" In subpar
agraph (B)(il) and "a woman" In subpara-
graph (C) and inserting in lleu thereof "the
individual" and "an individual", respective-
ly; and

(7) in subparagraph (D)—
(A) by Inserting "or widower's" after

"widow's";
(B) by striking out "husband" wherever it

appears and inserting' In lieu thereof
"spouse";

(C) by striking out "husband's" wherever
it appears and inserting In lieu thereof
"spouse's"; and

(D) by inserting "or father's" after 'moth.
er's".
(d)(1) Section 202(q)(6)(A) of such Act (as

amended by section 134(a)(2) of this Act) is
further amended by striking out "or hus.
band's" In clause (i) and by Inserting "or
husband's" after "wife's" in clause (ii).

(2) Section 202(q)(7) of such Act Is amend-ed-
(A) In subparagraph (B), by Inserting 'or

husband's" after "wife's", by striking out
"she" and Inserting in lieu thereof "such in.
dividual", and by Inserting "his or" before
'her", and

(B) in subparagraph (D), by Inserting "or
widower's" after widow's".

(e)(1) Section 202(s)(1) of such Act Is
amended by inserting "(c)(l)," after

(2) Section 202(s)(2) of Such Act (as
amended by section 131(c)(1) of this Act) Is
further amended by Inserting "(c)(4)," after
"(b)(3),".

(3) Section 202(s)(3) of such Act (as
amended by section 131(c)(2) of this Act) Is
further amended by striking out "So much"
and all that follows down through "the last
sentence" and Inserting in lieu thereof "The
last sentence".

(f) The third sentence of section 203(b)(1)
of such Act (a amended by section 132(b) of
this Act) Is further amended by Inserting
'or father's" after "mother's".

() Section 203(c) of such Act Is amended
to read as follows:
'Deductionn on Account of Noncovered

Work Outside the United States or Fail-
ure to Have Child In Care
"(c) Deductions, n such amounts and at

such time or times as the Secretary shall dc-
termine, haIl be made from any payment
or payments under this title to which an In-
dividual Is entitled, until the total of such
deductions equals such Individual's benefits
o benefit under section 202 for any
month--

"(1) n which such individual Is under the
age of seventy and for more than forty-five
hours of which such individual engaged In
noncoverec! remunerative activity outside
the United States;

"(2) In which such Individual, If a wife or
husband under age sixty-five entitled to a
wife's or husband's Insurance benefit, did
not have In his or her care (individually or
Joinuy with his or her spouse) a child of
such spouse entitled to a child's Insurance
benefit and such wife's or husband's insur-
ance benefit for such month was not re-
duced under the provisions o section
202(q);

"(3) In which such individual, if a widow
or widower entitled to a mother's or father's
Insurance benefit, did not have In hIs or her
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care a child of his or her deceased spouse
entit'ed to a child's Insurance benefit; or

"(4) In which such an Individual, If a stir-
vlvthg divorced mother or father entitled to
a mother's or father's Insurance benefit, did
not have In his or her care a child of his or
her deceased former spouse who (A) is his
or her son, daughter, or legally adopted
child and (B) Is entitled to a child's Insur-
ance benefit on the basis of the wages and
sell-employment Income of such deceased
former spouse.
For purposes of paragraphs (2), (3), and (4)
of this subsection, a child shall not be con-
sidered to be entitled to a child's Insurance
benefit for any month in which paragraph
(1) of section 202(s) applies or an event spec-
Ifled In section 222(b) occurs with respect to
auth child. Subject to paragraph (3) of such
section 202(s), no deduction shall be made
under this subsection from any child's in-
surance benefit for the month In whhth 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
benefit for any month in which the widow
or surviving divorced wife is entitled and
has not att1ned *ge 65 (but only If she
became so entiUed prior to attaining age
60), or from any widower's Insurance benefit
for any month in whith the widower or sur-
viving divorced husband is entitled and has
not attained age 65 (but only If he became
so entitled prior to attaining age 60).".

(h) SectIon 203(d) of such Act Is amended
by Inserting "divorced husband," alter "hus-
baml," In paragraph (1XA) (as amended by
section 132(b)C2) of this Act) and by Insert-
ing "or father's" alter "mother's" each
place IL appears In paragraph.(2).

(1X1) Sedon 205(b) of such Act (as
amended by section 311(d)(1) of this Act) is
further amended by Inserting "surviving di-
vorced father," alter "surviving divorced
mother,".

(2) SeIon 205(c)(1XC) of such Act (as
amended by section 311(d)(2) of this Act) w
further amended by Inserting "surviving di-
vorced father." alter "surviving divorced
mother.".

(j) tIon 216U)(3)(A) of such Act s
amended by Inserting '(c)," before "(f)",

(k) Section 216(g)(6)(A) of such Act is
amended by Inserting "(c)." before "(f)".

(I) Section 222(b)(1) of such Act is amend-
ed by striking out "or surviving divorced
wife" and Inserting in lieu thereof ', surviv-
ing divorced wile, or surviving divorced hus-
band".

(m) Section 222(b)(2) of such Act is
amended by inserting "or father's" alter
"mother's" wherever it appears.

(xi) Section 222()(3) of such Act is amend-
ed by Inserting "divorced husband," after
'husbaiid,".

(0) Section 223(d)(2) of such Act is amend-
ed by striking out "or widower" In subpara-
graphs (A) and (B) and inserting in lieu
thereof "widower, or surviving divorced hus-
band".

(p) Section 225(a) of such Act is amended
by er'or surviving divorced hus-
band" after "widower".

(q)(1) Section 226(e)(3) of such Act zs
amen<ed to read as follows:

'(3) For purposes of determining entitle-
ment o hospital insurance benefits under
subsection (b), any disb1ed widow aged 50
or Older who is entitled to mother's Insur-
atice benefits (and who wouid have been en-
titled to widows Insurame benefits by
reason of disability if she had filed for such
widow's benefits), and any disabled widower
aged 50 or older who is entitled to father's
insurance benefits (and who would have
been entitled to widower's Insurance bene-
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fits by reason of disability if he had filed for
such widower's benefits), shall, upon appli-
cation for such hospital Insurance benefits
be deemed to have filed for sqch widow's or
widower's Insurance benefits.".

(2) For purposes of determining entitle-
ment to hospital Insurance benefits under
section 226(e)(3) of such Act, as amended by
paragraph (1), an Individual becoming enti-
tled to such hospital Insurance benefits as a
result of the amendment made by such
paragraph shall, upon furnishing proof of
his or her disability within twelve months
alter the month in which this Act is en-
acted, under such procedures as the Secre-
tary of Health and Human Services may
prescribe, be deemed to have been entitled
to the widow's or widower's benefits re-
ferred to In such section 226(e)(3), as so
amended, as of the time such Individual
would have been entitled to such widow's or
widower's beDefits if he or she had filed a
timely application therefor.

EFFECflVE DATE OF PAI B

SEc. 320. (a) Except as otherwise specifi-
cally provided In this title, the amendments
macfe by this part apply only with respect to
monthly benefits payable under title II of
the Social Security Act for months after the
month In which thJ Act is enacted.

(b) Nothing in any amendment made by
this part shaU be construed as affectIng the
validity of any benefit which was paid, prior
to the effective date of sueh amendment, as
* result of a judicial determination.

PT C—Covgi&GE
COVERAGE OF EMPLOYEES OP FOREIGN
APFILIAIES OF AMERICAN EMPLOYERS

SEC. 321. (a)(1) So much of subsection (I)
of section 3121 of the Internal Revenue
Code of 1954 (relaUng to agreements en-
tered Into by domestic corporations with re-
spect to foreign subsidiaries) as precedes the
second sentence of paragraph (1) thereof is
amended to read as foliows:

"(1) ElmzD INTO BY AMERI-
CAN EMPLOYERS WiTH RESPECT TO FOREIGN
AFFILIATES.—

"(1) AGI &zrr WITH REsPECT TO CERTAIN
EMPLOYEES OF FOREIGN ArrIuAT—The Sec-
retary stifl, at the American employer's re-
quest, enter Into an agreement (In such
manner and form as may be prescribed by
the Secretary) with any Ainertcan employer
(as defined In subsection (h)) who desires to
have the insurance system established by
title H of the Social Security Act extended
to service performed outside the United
States In the employ of any 1 or more of
such employer's foreign alfiliates (as de-
fined in paragraph (8)) by all employees
who arc citizens or residents of the United
States, except that the agreement shall not
apply to any service perfermed by, or remu-
neration 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 per-
formed 2n the United States."

(2) Paragraph () of section 3121(1) of
such Ccde (defining foreign subsidiary) is
amended to read as follows:

"(8) FOIuaGN AFFU.IATE DEFIrD.—For pur-
poses of this subsection and section 210(a)
of the Social Security Act—

"(A) IN GENERAL—A foreign affiliate of an
-American employer is any foreign entity in
which such Americzn employer has not; less
than a 10-percent Interest.

"(B) DgrEBMINATKN OP 1O-FERC1N'1 IN'ER-
EST.—FOr purposes of subparagraph (A), an
American employer hs a 10.percent inter-
est In any entity if such emp'oyer has such
an Interest diredily (or through one or more
entities)—

"(I) In the case of a corporation, In the
voting stock thereof, and
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"(ii) In the case of any other entity. In the

profits thereof."
(b) The clause (B) of section 210(a) of the

Social Security Act (defining employment)
which precedes paragraph (1) thereof (a.s
amended by section 323(a)(2) of this Act) is
further amended to read a follows: "(B)
outside the United State3 b' a citizen or
resident cf the United States as an employ-
ee (i) of an American employer (as defIned
in subsection (e) of this section), or (Ii) of a
foreign affiliate (as defined In section
3121(1)(S) of the Interna' Reveiiue Code of
1954) of an Aznrican employer during any
period for which there Is in effect an agree
ment, entered into pursuant to section
3121(1) of such Code, with respect to such
affiliate;".

(c) Subsection (a) of sectIon 406 of the In-
ternal Revenue Code of 1954 (relatIng to
treatment of certain employees of foreign
subsidiar!es for pension, etc., purposes) is
amended to read as foilows:

"(a) TREATMENT AS WLOYEES OF AMERI-
CAN EPn'LoY.—For purposes of applying
this part with respect to a pension, profit-
sharing, or stock bonus plan described In
section 401(a), an annuity plan described In
section 403(a), or a bond purchase plan de-
scribed In section 405(a), of an American
employer (as defined In section 3121(h)) an
Individual who Is a citizen or resident of the
United States and who Is an employee of a
foreign affiliate (as defined In section
3121(l)(8)) of such American employer shall
be treated a.s an employee of such American
employer, if—

"(1) such American employer has entered
Into an agreement under sectkn 3121(1)
which applies to the foreign affiliate of
which such tndivldual is an employee;

"(2) the plan of such American employer
expressly provides for contributions or
benefits for individuals who are citizens or
residents of the United States and who are
employees of its foreign alfillates to which
an agreement entered into by such Ameri-
can employer under section 3121(1) applies;
and

"(3) contributions under a funded plan of
deferred compensation (whether or not a
plan described In section 401(a), 403(a), or
405(a)) are not provided by any other
person with respect to the remuneration
paid to such individual by the foreign affUi-
ate."

(d) Paragraph (1) of section 407(a) of such
Code (re]atng to certain employees of do-
metic subsidiaries engaged In busIness out-
side the United States) is amended—

(1) by striking out "citizen of the United
States" and thserting In lieu thereof "citizen
or resident of the United States", and

(2) by strildng out "citizens of the United
States" and inserting In lieu thereof 'citi-
zens or residents of the United States".

(e)(1) Those provisions of ubsect (1) of
section 3121 cf such Code wIich ar not
amended by subsection (a) of th e©tion
are amended n accordance with the follow-
ing table:
Strike out (wherever it And ksert:

appears in the text
or tieading:

domestic cl)r!3OratiOn
domestic corporatton
subsidiary
subsidiaries ..
foreign corporation
foreign corporator.s
citizens ..
the word a" where it

appears beoe 'do.
mesUc".
(2)(A) Section 406 of such Code (other

than subsection (a) thereof) Is amended in
accordance with the following table:

Aniencan em1o'cr
American eIyeis
affiliate
affthatei
foreign entL'
foreign e2itit3
citizens or esident8
an
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Strike out (wherever ap- And insert:

pearing In the text):
domestic corporation American employer
subsidiary affiliate
the word a" where it an

appears before do-
mestic".

(B) Paragraph (3) of subsection (C) of such
section 406 (as in effect before the amend-
nient made by subparagraph (A)) is amend-
ed by striking out "another corporation con-
trolled by such domestic corporation" and
inserting in lieu thereof "another entity in
which such American employer has not less
than a 10-percent interest (within the mean-
irig of section 3121(l)(8)(B))".

(C)(i) So much of subsection (d) of such
section 406 as precedes paragraph (1) there-
of is amended by striking out "another cor-
poration" and inserting in lieu thereof "an-
other taxpayer".

(ii) Paragraph (1) of subsection (d) of such
section 406 is amended by striking out "any
other corporation" and Inserting in lieu
thereof "any other taxpayer".

(D)(i) The heading of such section 406 is
amended to read as follows:
"SEC. 406. EMPLOYEES OF FOREIGN AFFILIATES

COVERED BY SECTION 3121(I) AGREE-
MEN'IS.".

(ii) The table of sections for subpart A of
part I of subchapter D of chapter 1 of such
Code is amended by striking out the item re-
lating to section 406 and inserting in lieu
thereof the following:
"Sec. 406. Employees of foreign affiliates

covered by section 3121(1)
agreements."

(3) Clause (A) of the second sentence of
section 1402(b) of such Code (defining self-
employment income) is amended by striking
out "employees of foreign subsidiaries of do-
mestic corporations" and Inserting in lieu
thereof "employees of foreign affiliates of
American employers".

(4)(A) Subparagraph (C) of section
6413(c)(2) of such Code (relating to special
refunds of FICA taxes in the case of em-
ployees of certain foreign corporations) is
amended—

(i) by striking out "FOREIGN CORPORATIONS"
in the heading and inserting in lieu thereof
"FOREIGN AFFILIATES", and

(ii) by striking out "domestic corporation"
in the text and inserting In lieu thereof
"American employer".

(B) The heading of paragraph (2) of sec-
tion 6413(c) of such Code is amended by
striking out "FOREIGN CORPORATIONS" and in-
sektmg ii lieu thereof "FOREIGN AFFILIATES".

(fl(1)(A) The amendments made by this
section (other than subsection (d)) shall
apply to agreements entered into after the
date of the enactment of this Act.

(B) At the election of any American em-
ployer, the amendments made by this sec-
tion (other than subsection (d)) shall also
apply to any agreement entered into on or
before the date of the enactment of this
Act. Any such election shall be made at
such time and in such manner as the Secre-
tary may by regulations prescriin.

(2)(A) The amendments made by subsec-
tion (d) ehall apply to plans established
after the date of the enactment of this Act.

(B) At the election of any domestic parent
corporation the amendments made by sub-
section (d) shall also apply to any plan es-
tablished on or before the date of the enact-
ment of this Act. Any such election shall be
made at such time and in such manner as
the Secretary may by regulations prescribe.

EXTENSION OF COvERAGE ST INTERNATIONAL
SOCIAL SECURITY AGREEMENT

SEc. 322. (a)(1) Section 210(a) of the
Social Security Act is amended, in the
matter preceding paragraph (1)—

(A) by striking out "either" before "(A)",
and

(B) by inserting before "; except" the fol-
lowing: ". or (C) if it Is service, regardless of
where or by whom performed, which ls.des-
ignated as employment or recognized as
equivalent to employment under an agree-
ment entered into under section 233".

(2) Section 3121(b) of the Internal Reve-
nue Code of 1954 is amended, in the matter
preceding paragraph (1)—

(A) by striking out 'either" before "(A)",
and

(B) by inserting before "; except" the fol-
lowing: ", or (C) if it is service, regardless of
where or by whom performed, which is des-
ignated as employment or reèognized as
equivalent to employment under an agree-
ment entered into under section 233 of the
Social Security Act".

(b)(1) Section 211(b) of the Social Secu-
rity Act is amended by inserting after "non-
resident alien individual" the followthg ",
except as provided by am agreement under
section 233".

(2) The first sentence of section 1402(b) of
the Internal Revenue Code of 1954 is
amended by Inserting after "nonresident
allen individual" the following: ", except as
provided by an agreement under section 233
of the Social Sccurity Act".

(c) The amendments made by this section
shall be effective for taxable years begin-
ning on or after the date of the enactment
of this Act.

TREATMENT OF CERTAIN SERVICE PERFORMED
OUTsIDE THE UNITED sTATES

SEC. 323. (a)(1) Subsection (b) of section
3121 of the Internal Revenue Code of 1954
(defining employment) is amended by strik-
ing out "a citizen of the United States" in
the matter preceding paragraph (1) thereof
and Inserting in lieu thereof "a citizen or
resident of the United States".

(2) Subsection (a) of section 210 of the
Social Security Act is amended by striking
out "a citizen of the United States" in the
matter preceding paragraph (1) thereof and
inserting in lieu thereof "a citizen or resi-
dent of the United States".

(b)(l) Paragraph (11) of section 1402(a) of
the Internal Revenue Code of 1954 (defin-
ing net earnings from self-employment) is
amended by striking out "in the ca.re of an
individual described in section9ildilxB),".

(2)(A) Paragraph (10) of section 211(a) of
the Social Security Act is amended to read
as follows:

"(10) the exclusion from areas income pro-
vided by section 911(a)tl) ef tILe Internal
Revenue Code of 1954 shall not apply; and".

(B) Effective with respect to taxable years
beginning alter December 31, 1981, and
before January 1, 1984, paragraph (10) of
section 211(a) of such Act is amended to
read as follows:

"(10) in the case Gf an individual described
in section 911(d)(1)(B) of the Internal Reve-
nue Code of 1954, the exclusion from gross
income provided by section 911(a(i) of such
Code shall not apply; and".

(c)(1) The amendments made by subsec-
tion (a) shall apply to remuneration paid
after December 31, 1983.

(2) Except as provided in subsection
(b)(2)(B), the amendments made by subsec-
tion (b) shall apply to taxable years begin-
ning after December 31, 1983.

TREATMENT OF PAY AFrER AGE 62 AS WAGES

SEC. 324. (a) Section 209 of the Social Se-
curity Act is amended by striking out sub-
section (I).

(b) Section 3121(a) of the Internal Reve-
nue Code of 1954 is amended by striking out
paragraph (9).

(c) The amendments made by this section
shall apply with respect to calendar years
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beginning more than six months after the
date of the enactment of this Act.

TREATMENT OF CONTRIBOxIONS UNDER
5IMPLIyIEI) EMPLOYEE PENSIONS

SEC. 325. (a) Subparagraph (D) of section
3121(a)(5) of the Internal Revenue Code of
1954 (defining wages) Is amended by strik-
ing out "section 29" and inserting in lieu
thereof "section 219(b)(2)".

(b) Subsection (e) of section 209 of the
Social Security Act is amended by striking
out the semicolon at the end thereof and in-
serting in lieu thereof the following: ", or
(5) under a simplified employee pension (as
defined In section 408(k) of the Internal
Revenue Code of 1954) if, at the time of the
payment, it is reasonable to believe that the
employee will be entitled to a deduction
under section 219(bX2) of such Code for
such payment;".

(c) The amendments made by this section
shall apply to remuneration paid after De-
cember 31, 1983.

EFFECT OF CHaNGES TN NAMEs OF STATE AND
LOCAL EMPLOYEE GROUPS IN UTAH

SEC. 326. (a) Section 218(o) of the Social
Security Act is amended by adding at the
end thereof the following new sentence:
"Coverage provided for in this subsection
shall not be affected by a subsequent
change in the name of a group.".

(b) The amendment made by subsection
(a) shall apply with respect to name
changes made before, on, or after the date
of the enactment of this section.

EFFECTIVE DATES OF INTERNATIONAL SOCIAL
SECURITY AGREEMENTS

SEC. 327. (a) Section 233(e)(2) of the Social
Security Act is amended by striking out
"during which each Rouse of the Congress
has been in session on each of 90 days" and
inserting in lieu thereof "during which at
least one Rouse of the Congress has been in
session on each of 60 days".

(b) The amendment made by subsection
(a) shall be effective on the date of the en-
actment of this Act.
TECHNICAL CORRECTION WITH RESPECT TO

WITHHOLDING ON SICK PAY OF PARTICIPANTS
IN MULTIEMPLOTER PLANs

SEC. 328. (a) Paragraph (2) of section 3(d)
of the Act entitled "An Act to amend the
Omnibus Reconciliation Act of 1981 to re-
store minimum benefits under the Social Se-
curity Act", approved December 29, 1981
(Public Law 97-123). relating to extension of
coverage to first 6 months of sick pay, is
amended by striking out "and" at the end of
subparagraph (B), by striking out the period
at the end of subparagraph (C) and insert-
ing in lieu thereof ", and", and by adding at
the end thereof the following new subpara-
graph:

'(D) in the case of a multiemployer plan,
to the extent provided in regulations pre-
scribed under paragraph (1), such plan shall
be treated as the agent of the employers I or
Whom services are normally rendered."

(b) The amendment made by subsection
(a) shall apply to remuneration paid after
June 30, 1983.
AMOUNTS RECEIvED UNDER CERTAIN DEFERRED

COMPENSATION AND SALARY REDUCTION AR-
RANGEMENTs TREATED AS WAGES FOB FICA
TAXES

SEC. 329. (a) Section 3121 of the Internal
Revenue Code of 1954 (relating to defini-
tions) is amended by adding at the end
thereof the following new subsection:

"(v) TREATMENT op CERTAIN DzEIuuo)
COMPENSATION 4um SALARY REDUCTION An-
RANGEMENTS.—NOthing in any paragraph of
subsection (a) (other than paragraph (1))
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shall exclude from the term 'wages' any em-
ployer contribution—

"(1) under a qualified cash or deferred ar•
rangement (as defined in section 401(k)) to
the extent not Included in gross Income by
reason of section 402(a)(8),

"(2) under a cafeteria plan (as defined In
section 125(d)) to the extent the employee
had the right to choose cash, property, or
other benefits which woijld be wages for
purposes of this chapter, or

"(3) for an annuity contract described in
section 403(b)."

(b) Section 209 of the Social Security Act
is amended by adding at the end thereof
(after the new paragraph added by section
101(c)(1) of the this Act) the following new
paragraph:

"Nothing in any of the foregoing provi-
sions of this section (other than subsection
(a)) shall exclude from the term wages' and
employer contribution—

"(1) under a qualified cash or deferred ar-
rangement (as defined in section 401(k)) of
the Internal Revenue Code of 1954 to the
extent not included in gross income by
reason of section 402(a)(8) of such Code,

"(2) under a cafeteria plan (as defined in
section 125(d) of such Code) to the extent
the employee had the right to choose cash,
property, or other benefits which would be
wages for purposes of this title, or

"(3) for an annuity contract described in
section 403(b) of such Code."

(c) The amendments made by this section
shall apply to remuneration paid after De•
cember 31, 1983.

cODIFICATION OF ROWAN DECISION WITH
RESPECT TO MEALS AND LODGING

SEC. 330. (a)(1) Subsection (a) of section
3121 of the Internal Revenue Code of 1954
(defining wages) Is amended by striking out
"or" at the end of paragraph (17), by strik-
ing out the period at the end of paragraph
(18) and Inserting in lieu thereof"; or". and
by inserting after paragraph (18) the follow.
lug new paragraph:

"(19) the value of any meals or lodging
furnished by or on behalf of the employer if
at the time of such furnishing it is reason-
able to believe that the employee will be
able to exclude such items from income
under section 119."

(2) Section 209 of the Social Security Act
Is amended by striking out "or" at the end
of subsection (p). by striking out the period
at the end of subsection (q) and Inserting in
lieu thereof "; or", and by Inserting after
subsection (q) the following new, subsection:

"(r) The value of any meals or lodging fur-
nished by or on behaif of the employer if at
the time of such furnishing it is reasonable
to believe that the employee will be able to
exclude such items from income under sec•
tion 119 of the Internal Revenue Code of
1954."

(b)(1) Subsection (a) of section 3121 of
such Code is amended by Inserting after
paragraph (19) (as added by subsection (a)
of this section) the following new sentence:
"Nothing in the regulations prescribed for
purposes of chapter 24 (relating to income
tax withholding) which provides an exclu.
sion from 'wages' as used in such chapter
shall be construed to require a similar exclu-
sion from 'wages' in the regiIations pre-
scribed for purposes of this chapter."

(2) Section 209 of the Social Security Act
is amended by Inserting Immediately after
subsection (r) (as added by subsection (a) of
this section) the following new sentence:
"Nothing in the regulations prescribed for
purposes of chapter 24 of the Internal Reve•
nue Code of 1954 (relating to income tax
withholding) wtIch provides an exclusion
from 'wages' as used in such chapter shall
be construed to require a similar exclusion
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from 'wages' in the regulations prescribed
for purposes of this title."

(c) The amendments made by subsections
(a) and (b) shall apply to remuneration paid
after December 31, 1983.

PART D—OTHER AMENDMENTS
TECHNICAL AND CONFORMING A!NDMENTS TO

MAXIMUM FAMILY BENEFIT PROVISIONS

SEC. 331. (a)(1) Section 203(a)(3)(A) of the
Social Security Act is amended by striking
out clause (II) and Inserting in lieu thereof
the following:

"(ii) an amount (I) initially equal to the
product of 1.75 and the primary Insurance
amount that would be computed under see-
tioñ 215(a)(1), for January of the year de-
termined for purposes of this clause under
the following two sentences, with respect to
average indexed monthly earnings equal to
one-twelfth of the contribution and benefit
base determined for that year under section
230, and (II) thereafter Increased in accord•
ance with the provisions of section
215(i)(2)(A)(ii).
The year established for purposes of clause
(II) shall be 1983 or, if it occurs later with
respeet to any individual, the year in which
occurred the month that the application of
the reduction provisions contained in this
subparagraph began with respect to benefits
payable on the basis of the wages and self-
employment income of the insured individu-
al. If for any month subsequent to the first
month for which clause (ii) applies (with re-
spect to benefits payable on the basis of the
wages and self-employment income of the
Insured individual) the reduction under this
subparagraph ceases to apply, then the year
determined under the preceding 8entence
shall be redetermined (for purposes of any
subsequent application of this subpara-
graph with respect to benefits payable on
the basis of such wages and self-employ-
ment income) as though this subparagraph
had not been previously applicable.".

(2) Section 203(a)(7) of such Act is amend-
ed by striking out everything that follows
"shall be reduced to an amount equal to"
and Inserting in lieu thereof "the amount
determined in accordance with the provi.
sions of paragraph (3)(A)(ii) of this subsec-
tion, except that for this purpose the refer.
ences to subparagraph (A) in the last two
sentences of paragraph (3)(A) shall be
deemed to be references to paragraph (7).".

(b) Clause (i) in the last sentence of sec-
tion 203(b)(1) of such Act (as amended by
section 132(b) of this Act) is further amend-
ed by striking out "penultimate sentence"
and Inserting In lieu thereof "first sentence
of paragraph (4)".

(c) The amendments made by subsection
(a) shall be effective with respect to pay-
ments made for months after December
1983.
REDUCTtON FROM 72 TO 70 OF AGE BEYOND

WHICH NO DELAYED RETIREMENT CREDITS CAN
BE EARNED

SEC. 332; (a) Section 202(w) of the Social
Security Act is amended—

(1) in paragraph (2)(A), by striking out
"age 72" and Inserting in lieu thereof "age
70"; and

(2) in paragraph (3), by striking out "age
72 after 1972" and Inserting in lieu thereof
"age 70".

(b) The amendments made by subsection
(a) shall apply with respect to individuals
who attain age 70 after December 1983. For
individuals who attain age 70 before Janu-
ary 1984, sectIon 202(w) as in effect immedi-
ately before the enactment of the amend-
ments made by this section shall apply,
except that no increment months as deter-
mined under such section attributable to
months after December 1983 shall accrue.
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RELAXATION OF INSURED STATUS REQUtR-

MENTS FOR CERTAIN WORKERS PREflOUSLY
ENTITLED TO A PERIOD OF DISABILITY

SEC. 333. (a) Section 216(i)(3) of the Social
Security Act is amended—

(1) by striking out the semicolon at the
end of clause (ii) of subparagraph (B) and
inserting in lieu thereof ", or"; and

(2) by Inserting alter Clause (II) of such
subparagraph the following new clause:

"(iii) in the case of an individual (not oth-
erwise Insured under clause (I)) who, by
reason of clause (ii), had a prior period of
disability that began during a period before
the quarter in which he or she attained age
31, not less than one-hail of the quarters be-
ginning after such individual attained age
21 and ending with such quarter are quar-
ters of coverage, or (if the number of quar-
ters in such period Is less than 12) not less
than 6 of the quarters in the 12-quarter
period ending with such quarter are quar•
ters of coverage;".

(b) Section 223(c)(1)(B) of such Act s
amended—

(1) by striking out the semicolon at the
end of clause (ii) and Inserting in lieu there-
of ". or"; and

(2) by Inserting after clause (ii) the follow-
Ing new clause:

"(iii) in the case of an individual (not oth-
erwise Insured under clause Ci)) who, by
reason of section 216(i)(3)(B)(ii), had a prior
period of disability that began during a
period before the quarter in which he or she
attained age 31. not less than one-half of
the quarters beginning after such individual
attained age 21 and ending with the quarter
in which such month occurs are 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 quarter are quarters of
coverage;'.

(c) The amendments made by this section
shall be effective with respect to applica-
tions br disability Insurance benefits under
section 223 of the Social Security Act, and
for disability determinations under 8ection
216(i) of such Act, filed after the date of the
enactment of this Act, except that rio
monthly benefits under title II of the Social
Security Act shall be payable or increased
by reason of the amendments made by this
section for months before the month follow-
ing the month of enactment of this Act.

PROTEC'rION OF BENEFITS OF ILLEGFrIM*TE
CHILDREN OF DISABLED BENEFICIARIES

SEc. 334. (a) The last sentence of section
216(h)(3) of the Social Security Act Is
amended by striking out °subparagraph
(A)(i)" and Inserting in lieu thereof "subpar-
agraphs (AXi) and (B)(i)".

(b) The amendment made by subsection
(a) shall be effective on the date of the en-
actment of this Act.

ONE-MONTH RTROAcrIvii OF WIDOW'S ATh
WIDOWER'S INSURANCE BEWEFITS

SEC. 335. (a) Section 202(J)(4(B) of the
Social Security Act is amended—

(1) by redesignating clauses (lii) and (iv) as
clauses (iv) and (v). respectively; and

(2) by adding after clause (II) the follow-
ing new clause:

"(iii) Subparagraph (A) does not arly to
a benefit under subsection (e) or (f) for the
month immediately preceding the month of
application, if the Insured Individual died in
that preceding month.".

(b) The amendments made by subsection
(a) shall apply with respect to survivors
whose applications for monthly benefits are
filed after the second month following the
month in which this Act Is enacted.
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NONASSIGNABILITY OF BENEFITS

Ssc. 336. (a) Section 207 of the Social Se-
curity Act is amended—

(1) by inserting "(a)" before 'The right";
and

(2) by adding at the end thereof the fol-
lowing new subsection:

'(b) No other provision of law, enacted
before, on, or after the date of the enact-
merit of this section, may be construed to
limit, supersede, or otherwise modify tne
provisions Of this section except to the
extent that it does so by express reference
to this section.".

(b) Section 459(a) of such Act is amended
by inserting "(including section 207)' after
any other provision of law".
(c) The amendments made by subsection

(a) shall apply only with respect to benefits
payable or rights existing under the Social
Security Act on or after the date of the en-
actment of this Act.
UsE OF DEATH CzRTIPICATES TO PREVENT ERRO-

NEOTJS BENEFIT PAYMENTS TO DECEASED INDI-
vIDUALS

Ssc. 337. Section 205 of the Social Secu-
rity Act is amended by adding at the end
thereof the following new subsection:

"Use of Death Certificates to Correct
Program Information

(rXl) The Secretary is authorized to es-
tablish a program under which—

"(A) States (or political subdivisions
thereof) voluntarily contract with the Sec-
retary to furnish the Secretary periodically
with information (in a form established by
the Secretary in consultation with the
States) concerning individuals with respect
to whom death certificates (or equivalent
documents maintained by the States or sub-
divisions) have been officially filed with
them;

"(B) the Secretary compares such inf or-
mation on such individu,als with informa-
tion on such individuals in the records being
used in the administration of this Act; and

'-(C) the Secretary makes any appropriate
corrections in such records to accurately re-
flect the status of such individuals.

"(2) Each State (or political subdivision
thereof) which furnishes the Secretary with
information on records of deaths in the
State or subdivision under this subsection
shall be paid by the Secretary from
amounts available for administration of this
Act the reasonable costs (established by the
Secretary) for transcribing and transmitting
such information to the Secretary.

'(3) In the case of individuals with respect
to whom benefits are provided by (or
through) a Federal or State agency other
than under this Act, the Secretary may pro-
vide, through a cooperative arrangement
with such agency, for carrying out the
duties described in paragraph (l)(B) with
respect to such individuals if—

"(A) under such arrangement the agency
provides reimbursement to the Secretary
for the reasonable cost of carrying out such
arrangement, and

"(B) such arrangement does not conflict
with the duties of the Secretary under para-
graph (1).

'(4) Information furnished to the Secre.
tary under this subsection may not be used
for any purpose other than the purposes de-
scribed in this subsection and is exempt
from disclosure under section 552 of title 5,
United States Code, and from the require-
ments of section 552a of such title.".

PUBLIc PENSION OFFSET
SEC. 338. (a) Subsections (b)(4)(A),

(c)(2)(A), (f)(2)(A), and (gX4)(A) of section
202 of the Social Security Act, and para-
graph (7)(A) of section 202(e) of such Act
(as redesignated by section 131(a)(3)(A) of
this Act), are each amended—
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(1) by striking out "by an amount equal to

the amount of any monthly periodic bene-
fit" and inserting in lieu thereof "by an
amount equal to one-third of tle amount of
any monthly periodic benefit"; and

i2> by adding at the end thereof the fol-
lowing new sentence: "The amount of the
redtion in any benefit under this subpara.-
graph, if not a multiple of $0.10, shall be
rounded to the next higher multiple of
$0-to-',-

(b) The amendments made by subsection
(a) of this section shall apply only with re-
spect to monthly insurance benefits payable
under title fl of the Social Security Act to
individuals who initially become eligible (as
defined in section 334 of Public Law 95-216)
for monthly periodic benefits (within the
meaning of the provisions amended by sub-
section (a)) for months after June 1983.
sTUDY CONCERNING THE ESTABLISHMENT OF

THE SOCIAL SECtTRITY ADMINIsTRATION A5 AN
INDEPENDENT AGENCY

SEC. 339. (a) There Is hereby established,
under the authority of the Committee on
Ways and Means of the Rouse of Repre-
sentatives and the Committee on Finance of
the Senate, a joint study panel to be known
as the Joint Study Panel on the Social Secu-
rity Administration (hereafter in this sec-
tion referred to as the "Panel"). The duties
of the Panel shall be to conduct the study
provided for in subsection (C).

(b)(1) The Panel shall be composed of 3
members, appointed jointly by the chairmen
of the Committee on Ways and Means of
the House of Representatives and the Com-
mittee on Finance of the Senate and such
chairmen shall jointly select one member of
the Panel to serve as chairman of the Panel.
Members of the Panel shall be chosen, on
the basis of their integrity, Impartiality, and
good judgment, from individuals who, as a
result of their training, experience, and at-
tainments, are widely recognized by profes-
sionals in the field of government adnilnis-
tration as experts in that field,

(2) Vacancies in the membership of the
Panel shall not affect the power of the re-
maining members to perform the duties of
the Panel and shall be filled in the same
manner in which the original appointment
was made.

(3) Each member of the Panel not other-
wise in the employ of the United States
Government shall receive the daily eqpiva-
lent of the annual rate of basic pay payable
for level V of the Executive Schedule under
section 5316 of title 5, United States Code,
for each day during which such member is
actually engaged in the performance of the
duties of the Panel. Each member of the
Panel shall be allowed travel expenses in
the same mariner as any individual em-
ployed intermittently by the Federal Gov-
ernment is allowed travel expenses under
section 5703 of title 5, United States Code.

(4) By agreement between the chairmen
of the Committee on Ways and Means of
the Rouse of Representatives and the Com-
mittee on Finance of the Senate, such Com-
mittees shall provide the Panel, on a reim-
bursible basis, office space, clerical person-
nel, and such supplies and equipment as
may be necessary for the Panel to carry out
its duties under this section. Subject to such
limitations as the chairmen of such Com-
mittees may jointly prescribe, the Panel
may appoint such additional personnel as
the Panel considers necessary and fix the
compensation of such personnel as it consid-
ers appropriate at an annual rate which
does not exceed the rate of basic pay then
payable for GS—18 of the General Schedule
under section 5332 of tItle 5, United States
Code, and may procure by contract the tem-
porary or intermittent services of clerical

H 1034
personnel and experts or consultants, or or-
ganizations thereof.

(5) There are hereby appropriated to the
Panel from the Federal Old-Age and Survi-
vors Insurance Trust Fund, the Federal Dis-
ability Insurance Trust Fund, the Federal
Hospital Insurance Trust Fund, and the
Federal Supplementary Medical Insurance
Trust Fund, such sums as the chairmen of
the Committee on Ways and Means of the
House of Representatives and the Commit-
tee on Finance of the Senate shall jointly
certify to the Secretary of the Treasury as
necessary to carry out the Panel's duties
under this section. The Secretary of the
Treasury shall allocate among such Trust
Funds the total amount to be transferred
from such Trust Funds under this para-
graph so that the amount of such sums
which is transferred from each such Trust
Fund under this paragraph shall bear the
same ratio to the total amount transferred
from all such Trust Funds under this para-
graph as the amount expended from such
Trust Fund during the fiscal year ending
September 30, 1982, bears to the total
amount expended from all such Trust
Funds during Such fiscal year.

(c)(1) The Panel shall undertake, as soon
as possible after the date of the enactment
of this Act, a thorough study with respect
to the feasibility and implementation of re-
moving the Social Security Administration
from the Department of Health and Human
Services and establishing It as an independ-
ent agency jp the executive branch with Its
own independent administrative structure,
including the possibility of such a structure
headed by a board appointed by the Presi-
dent, by and with the advice and consent of
the Senate.

(2) The Panel in its study under para-
graph (1) shall address, analyze, and report
specifically on the following matters:

(A) the effect of the organizational status
of the Social Security Administration on
beneficiaries under the Social Security Act
and the general public

(B) the legal and other relationships of
the Social Security Administration with
other organisations, within and outside the
Federal Government, and the changes in
such relationships which would be required
as a result of establishing the Social Secu-
rity Administration as an independent
agency;

(C) any changes which may be necessary
or appropriate, in the course of establishing
the Social Security Administration as an in-
dependent agency, in the constitution of the
Boards of Trustees of the four social secu-
rity trust funds; and

(D) such other matters as the Panel may
consider relevant to the study.

(d) The Panel shall submit to the Commit-
tee on Ways and Means of the Rouse of
Representatives and the Committee on Fi-
nance of the Senate, not later than April 1,
1984, a report of the findings of the study
conducted under subsection (e), together
with any recommendations the Panel con-
siders appropriate. The Panel and all au-
thority granted in this section shall expire
thirty days after the date of the filing of its
report under this section.
CONFOEMING CHANGEs IN MEDICARE PREMIUM

PROVIsIONs TO REFLECT CHANGES IN COST-OS'-
LIVING BENEFIT ADJUSTMENTS

SEC. 340. (a) Section 1818(d)(2) of the
Social Security Act is amended—

(1) by striking out "during the last calen-
dar quarter of each year, beginning in
1973," in the first sentence and mserting in
lieu thereof "during the next to last calen-
dar quarter of each year";
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(2) by striking out "the 12-month period

commencIng July 1 of the next year" in the
first sentence and Inserting in lieu thereof
"the following calendar year"; and

(3) by striking out "for such next year" in
the second sentence and inserting in lieu
thereof 'for that following calendar year".

(b)(1) Section 1839(c) of such Act s
amended—

(A) by striking out 'December of 1972 and
of each year thereafter" in paragraphs (I),
(3), and (4) and Inserting in lieu thereof
"September of each year";

(B) by striking out 'for the 12-month
period commencing July 1 in the succeeding
year" in paragraphs (1), (3), and (4) and in-
serting in lieu thereof "for months in the
following calendar year";

(C) by striking out uch 12-month
period" each place it appears in paragraphs
(1J and (4) and Inserting in lieu thereof
"such calendar year";

(D) by striking out 'that 12-month
period" in paragraph (3)(A) and inserting in
lieu thereof "that calendar year";

(E) by striking out 'May 1 of the year" in
paragraph (3)(B) and inserting in lieu there
of 'November 1 of the year before the
year"; and

(F) by striking out "following May" in
paragraph (3)(B) and Inserting in lieu there-
of "following November".

(2) Section 1839(g) Of such Act is amend-
ed—

(A) by striking out "June 1983" in para-
graph (1) and Inserting in lieu thereof "De-
eember 1983", and

(B) by striking out "July 1985" and insert-
ing in lieu thereof "January 1986" each
place it appears.

(d) The amendments made by this section
shall apply to premiums for months begin-
ning With January 1984, and for months
after June 1983 and before January 1984—

(1) the monthly premiums under part A
and under part B of title XVIII of the
Social Security Act for individuals enrolled
under each respective part shall be the
monthly premium under that part for the
month of June 1983, and

(2) the amount of the Government contri-
butions under section 1844(a)(1) of such Act
shall be computed on the basis of the actu
arially adequate rate which Would have
been in effect under part B of title XVIII of
such Act for such months without regard to
the amendments made by this section, but
using the amount of the premium in effect
for the month of June 1983.
TITLE IV—STJPPLEMENTAL SECURITY

INCOME BENEFITS
INCREASE IN FEDERAL SSI BENEFIT STANDARD

SEC. 401. (a) Section 1617 of the Social Se-
curity Act Is amended by adding at the end
thereof the following new subsecticin:

'(c) Effective July 1, 1983—
"(1) each of the dollar amounts in effect

under subsections (a)(1)(A) and (b)(1) of
section 1611, as previously increased under
this section, shall be increased by $20 (and
the dollar amount in effect under subsec-
tion (a)(1)(A) of Public Law 93-66, as previ-
ously so increased, shall be increased by
$10); and

"(2) each of the dollar amounts in effect
under subsections (a)(2)(A) and (b)(2) of
section 1611, as previously increased under
this section, shall be increased by $30.".

(b) Section 1617(b) of such Act is amended
by striking out "this section" and inserting
in lieu thereof "subsection (a) of this sec-
tion".

ADJUSTMENTS IN FEDERAL SSI PASS-THROUGH
PROVISIONS

SEC. 402. Section 1618 of the Social Secu
rity Act is amended by adding at the end
thereof the following new subsection:

'(d)(1) For any particular month after
March 1983. a State which is not treated as
meeting the requirements imposed by para-
graph (4) of subsection (a) by reason of sub
section (b) shall be treated as meeting such
requirements if and only if—

"(A) the combined level of its upplemen-
tary payments (to recipients of the type in-
volved) and the amounts payable (to or on
behalf of such recipients) under section
1611(b) of this Act and section 211(a)(1)(A)
of Public Law 93-68, for that particular
month,
s not less than—

'(B) the combined level of Its supplemen-
tary payments (to recipients of the type in-
volved) and the amounts payable (to Or on
behalf of such recipients) under section
1611(b) of this Act and sectfon 211(a)(1)(A)
of Public Law 93-66, for March 1983, in-
creased by the amount of all cost-of-living
adjustments under section 1617 (and any
other benefit; increases under this title)
which have occurred after March 1983 and
before that particular month.

"(2) In determining the amount of any in-
crease in the combined level involved under
paragraph (1)(B) of this subsection, any
portion of such amount which would other-
wise be attributable to the increa.se under
section 1617(c) shall be deemed instead to
be equal to the amount of the costof-living
adjustment which would have occurred in
July 1983 (without regard to the 3-percent
limitation contained in section 215(i)(1)(B))
if section 111 of the Social Security Act
Amendments of 1983 had not been en-
acted.".
SSI ELIGIBILITY k'OR TEMPORARY RESIDENTS OP

EMERGENCY SHELTERS FOI THE HOMELEss

SEC. 403. (a) Section 1611(e)(1) of the
Social Security Act is amended—

(1) by striking out "subparagraph (B) and
(C)" in subparagraph (A) and inserting in
lieu thereof "subparagraphs (B), (C), and
(D)"; and

(2) by adding at the end thereof the f 01-
lowing new subparagraph:

"(D) A person may be an eligible individu.
al or eligible spouse for purposes of this title
with respect to any month throughout
which he Is a resident of a public emergency
shelter for the homeless (as defined in regu-
lations which shall be prescribed by the Sec.
retary); except that no person shall be an
eligible individual or eligible spouse by
reason of this subparagraph more than
three months in any 12-month period.",

(b) The amendments made by subsection
(a) shall be effective with respect to months
after the month n which this Act is en
acted.
DI5REGARDING OF EMERGENCY AND OTHER IN-

KIND ASSISTANCE PROvIDED BY NONPROFIT
ORGANIZATIONS

SEC. 404. (a) Section 1612(b)(13) of the
Social Security Act Is amended by striking
out "any assistance received" and all that
follows down through "(B)" and inserting in
lieu thereof the following: "any support or
maintenance assistance furnished to or on
behalf of such individual (and spouse if any)
which (as determined under regulations of
the Secretary by such State agency as the
chief executive officer of the State may des-
ignate) Is based on need for such support or
maintenance, including assistance received
to assist m meeting the costs of home
energy (including both heating and cooling),
and which".

(b) Section 402(a)(36) of such Act is
amended by striking out "shall not include
as income" and all that follows down
through (B)" and Inserting in lieu thereof
the following 'shaU not include as income
any support or maintenance assistance fur-
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nished to or on behalf of the family which
(as determined under regulations of the Sec-
retary by such State agency as the chief ex
ecutive officer of the State may designate)
is based on need for such support and main-
tenance, including assistance received to
assist in meeting the costs of home energy
(including both heating and cooling), and
which".

(C) The amendments made by this section
shall be effective with respect to months
which begin after the month in which this
Act Is enacted and end before October 1,
1984.

TITLE V—UNEMPLOYMENT
COMPENSATION PROVISIONS

PART A—FEDERAL SUPPLEMENTAL
COMPENSATION

SEC. 501. EXTENSION OP PROGRAM.

Paragthph (2) of section 602(f) of the Fed-
eral Supplemental Compensation Act of
1982 is amended by striking out 'March 31,
1983" and inserting n lieu thereof "Septem-
ber 30, 1983".
SEC. 502. NUMBER OF WEEKS FOR WhICH COMPEN.

SATION PAYABLE.
(a) GENERAL RuIE.—Subsectjon (e) of sec-

tion 602 of the Federal Supplemental Com-
pensation Act of 1982 is amended by redes-
ignating paragraph (3) as paragraph (4) and
by striking out paragraph (2) and inserting
in lieu thereof the following new para-
graphs:

"(2)(A) In the case of any account from
which Federal supplemental compensation
was first payable to an individual for a week
beginning after March 31, 1983. the amount
established in such account shall be equal to
the lesser of—

'(i) 65 per centum of the total amount of
regular compensation (including depend.
ents' allowances) payable to the individual
with respect to the benefit year (as deter.
mined under the State law) on the basIs of
which he most recently received regular
compensation, or

"(ii) the applicable limit determined under
the following table times his average weekly
benefit amount for his benefit year,
"In the case of weeks The applicable limit k:

during a:

6-percent period 14
5-percent period 13
4.5-percent period 11
3.5-percent period 10
Low-unemployment period 8

'(B) In the case of any account from
which Federal supplemental compensation
was payable to an individual for a week be-
ginning before April 1, 1983, the amount es-
tablished in such account shall be equal to
the lesser of the subparagraph (A) entitle.
ment or the sum of—

"(i) the subparagraph (A) entitlement re-
duced (but not below zero) by the aggregate
amount of Federal supplemental compensa-
tion paid to such individual for weeks begin-
ning before April 1, 1983, plus

"(Ii) such individual's additional entitle-
ment.

"(C) For purposes of subparagraph (B)
and this subparagraph—

"(i) The term 'subparagraph (A) entitle-
ment' means the amount which would have
been established in the account If subpara.
graph (A) had applied to such account.

"(ii) The term additlonal entitlement'
means the lesser of—

'(I) three-fourths of the subparagraph
(A) entitlement, or

'(II) the applicable limit determined
under the followrng table times the individ-
ual's average weekly benefit amount for his
benefit year.
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In the case of weeks The applicable limit Is:

during a:
6-percent period 10
5-percent period 8
4.5-percent period 8
3.5-percent period 6
Low-employment period 6

"(D) Except as provided in subparagraph
(B)(i), for purposes of determining the
amount of Federal supplemental compensa-
tion payable for weeks beginning after
March 31, 1983, from an account described
In subparagraph (B), no reduction in such
account shall be made by reason of any Fed-
eral supplemental compensation paid to the
individual for weeks beginning before April
1, 1983.

"(3)(A) For purposes of this subsection,
the terms '6 percent period', '5 percent
period', '4.5 percent period', '3.5 percent
period' and 'low-unemployment period'
mean, with respect to any State, the period
which—

"(1) begins with the 3d week after the 1st
week In which the rate of Insured unem-
ployment in the State for the period con-
sisting of such week and the Immediately
preceding 12 weeks fans In the applicable
range, and

"(ii) ends with the 3d week alter the 1st
week In which the rate of Insured unem-
ployment for the period consisting of such
week and the Immediately preceding 12
weeks does not fall within the applicable
range.

"(B) For purposes of subparagraph (A),
the applicable range Is as follows:
'In the case of a: The applicable range in
6-percent period A rate equal to or ex-

ceedIng 6 percent
5-percent period A rate equal to or ax-

ceedlng 5 percent but
less than 8 percent

4.5.percent period A rate equal to or ex-
ceedIng 4.5 percent but
less than 5 percent

3.5 percent period A rate equal to or ex-
ceeding 3.5 percent but
less than 4.5 percent

Low-employment period. A rate less than 3.5 per-
cent

"(C) No 6-percent period, 5-percent period,
4.5-percent period, or 3.5-percent period, as
the case may be, shall last for a period of
less than 4 weeks unless the State enters a
period with a higher percentage designa-
tion.

"(D) For purposes of this subsection—
"(i) The rate of insured unemployment for

any period shall be determined In the same
manner as determined for purposes of sec-
tIon 203 of the Federal-State Extended Un-
employment Compensation Act of 1970.

"(Ii) The amount of an individual's aver-
age weekly benefit amount shall be deter-
mined in the same manner as determined
for purposes of section 202(b)(1)(C) of such
Act."

(b) TECHNICAL AMENDMENT.—Paragraph (3)
of section 602(d) of the Federal Supplemen-
tal Compensation Act of 1982 (as amended
by section 544(d) of the Highway Revenue
Act of 1982) is amended by striking out
"subsection (e)(2)(A)(il)" and Inserting In
lieu thereof "subparagraph (A)(ii) or
(C)(ii)(II) of subsection (e)(2)".
SEC 505. COORDINATION WITH TRADE READJuST-

MENT PROGRAM.
Subsection (a) of section 602 of the Feder-

al Supplemental Compensation Act of 1982
is amended by adding at the end thereof the
following new paragraph:

"(5)(A) Except as provided in subpara-
graph (B), the maximum amount of Federal
supplemental compensation payable to an
Individual shall not be reduced by reason of
any trade readjustment allowances to which
the Individual was entitled under the Trade
Act of 1974.

"(B) If an Individual received any trade re-
adjustment allowance under the Trade Act
of 1974 in respect of any benefit year, the
maximum amount of Federal supplemental
compensation payable under this subtitle in
respect bf such benefit year shall be reduced
(but not below zero) so that (to the extent
possible by making such a reduction) the ag-
gregate amount of—

"(i) regular compensation,
"(12) extended compensation,
"(III) trade readjustment allowances, and
"(iv) Federal supplemental compensation,

payable in respect of such benefit year does
not exceed the aggregate amount which
would have been so payable had the iridivid-
ual not been entitled to any trade readjust-
ment allowance."
SEC. 501. EFFECTIVE DATE.

(a) GENmas, Rm.—The amendments
made by this part shall apply to weeks be-
ginning after March 31, 1983.

(b) TREATMENT OF INDIVIDUALS WHO Ex-
HAUSTED BENEFITS.—Ifl the case of any eligi-
ble individual—

(1) to whom any Federal supplemental
compensation was payable for any week be-
ginning before April 1, 1983, and

(2) who exhausted his rights to such com-
pensation (by reason of the payment of all
the amount in his Federal supplemental
compensation account) before the first week
beginning alter March 31, 1983,
such individual's eligibility for additional
weeks of compensation by reason of the
amendments made by this part shall not be
limited or terminated by reason of any
event, or failure to meet any requirement of
law relating to eligibility for unemployment
compensation, occurring after the date of
such exhaustion of rights and before April
1, 1983 (and the period alter such exhaus-
tion and before April 1, 1983, shall not be
counted for purposes of determining the ex-
piration of the two years following the end
of his benefit year for purposes of section
602(b) of the Federal Supplemental Com-
pensation Act of 1982).

(c) MODIFICATION OP Ad unssaerg.—The
Secretary of Labor slali, at the earliest
practicable date alter the date of the enact-
ment of this Act, propose to each State with
which he has in effect an agreement under
section 802 of the Federal Supplemental
Compensation Act of 1982 a modification of
such agreement designed to provide for the
payment of Federal supplemental compen-
sation under such Act In accordance with
the amendments made by this part. Not-
withstanding any other provision of law, if
any State fails or refuses, withIn the 3-week
period beginning on the date the Secretary
of Labor proposed such a modification to
such State, to enter Into such a modification
of such agreement, the Secretary of Labor
shall terminate such agreement effective
with the end of the last week which ends on
or before such 3-week period.

PaiiT B—MISCELLANEOUS PROVISIONS

SEC. 511. VOLUNTARY 1IEAL'I'H INSURANCE PRO.
GRAMS PE1RMITTED.

(a) AMENDMENT OF INTERNAL REVENUE CODE
or 1954.—Paragraph (4) of section 3304(a) of
the Internal Revenue Code of 1954 (relating
to requirements for approval of State unem-
ployment compensation laws) is amended by
striking out "and" at the end of subpara-
graph (A), by adding "and" at the end of
subparagraph (B), and by adding after sub-
paragraph (B) the following new subpara-
graph:

"(C) nothing in this paragraph shall be
construed to prohibit deducting an amount
from unemployment compensation other-
wise payable to an individual and using the
amount so deducted to pay for health Insur-
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ance if the individual elected to have such
deduction made and such deduction was
made under a program approved by the Sec.
retary of Labor;".

(b) AMENDMENT OF SOCIAL SECURITY Acr.-.-
Paragraph (5) of section 303(a) of the Social
Security Act is amended by striking out ";and" at the end thereof and inserting in lieu
thereof ": Provided further, That nothing in
this paragraph shall be construed to prohib-
it deducting an amount from unemployment
compensation otherwise payable to an indi-
vidual and using the amount so deducted to
pay for health insurance if the individual
elected to have such deduction made and
such deduction was made under a program
approved by the Secretary of Labor; and".

(c) EFraCTIvE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act,
SEC. 512. TREATMENT OF CERTAIN ORGANIZATIONS

RarROACFIVELY DETERMINED TO BE
DESCRIBED IN SECTION 501(cl(3) OF
THE INTERNAL REVENUE CODE OF
1954.

If—
(1) an organization did not make an elec-

tion to make payments (in lieu of contribu-
tions) as provided in section 3309a)(2) of
the Internal Revenue Code of 1954 before
April 1, 1972, because such organization, as
of such date, was treated as an Organization
described in section 501(c)(4) of such Code,

(2) the Internal Revenue Service subse-
quently deternilned that such Organization
was described in section 501(c)(3) of such
Code, and

(3) such organization made such an elec-
tion before the earlier of—

(A) the date 18 months alter such election
was first available to It under the State law,
or

(B) January 1, 1984,
then section 3303(f) of such Code shall be
applied with respect to such Organization a
if it did not contain the requirement that
the election be made before April 1, 1972,
and by substituting "January 1, 1982" for
"January 1, 1969".
TITLE VI—PROSPECTIVE PAYMENTS

FOR MEDICARE INPATIENT HOSPI-
TAL SERVICES

MEDICARE PAYMENT5 FOR INPATIENT HOsPITAL'
SERVICES ON THE BASIS Op PROSPECTIVE RATES

Szc. 601. (a)(1) Subsection (a)(1) of section
1886 of the Social Security Act is amended
by adding at the end the following new sub-
paragraph:

"(D) Subparagraph (A) shall not apply to
cost reporting periods beginning on or alter
October 1, 1985.",

(2) SubsectIon (a)(4) of such section is
amended by adding at the end the following
new sentence: "Such term does not include
capital-related costs and costs of approved
educatlonaj activities, as defined by the Sec-
retary,",

(b) Subsection (b) of such section Ia
amended—

(1) by striking out "Notwithstanding sec-
tlons 1814(b), but subject to the provisions
of sections" in paragraph (1) and Inserting
in lieu thereof "Notwithstanding section
1814(b) but subject to the provisions of sec-tion";

(2) by Inserting "(other than a Subsection
(d) hospital, as defined in subsection
(d)WB))" in the matter before subpara-
graph (A) of paragraph (1) alter "of a hospi-
tal":

(3) by inserting, in the matter in para-
graph (1) following subparagraph (B),
"(other than on the basis of a DRG prospec-
tive payment rate determined under subsec-
tion (d))" alter "payable under this title";

(4) by striking out paragraph (2);
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(5) by Inserting and subsection (d) and

except as provided in subsection (e)" in
paragraph (3)(B) alter "subparagraph (A)";

(6) by inserting 'or fiscal year" after "cost
reporting period" each place it appears in
paragraph (3)(B);

(7) by inserting "before the beginning of
the period or year" in paragraph (3)(B)
after "estimated by the Secretary"; and

(8) by striking out "exceeds" in paragraph
(3)(B) and Inserting in lieu thereof "will
exceed".

(c)(1) Subsection (c)(1) of such section is
amended—

(A) by striking out "and" at the end of
subparagraph (B),

(B) by striking out the period at the end
of subparagraph (C) and inserting in lieu
thereof"; and", and

(C) by adding at the end the following:
"(D) the Secretary determines that the

system will not preclude an eligible orgaru-
ation (as defined in section 1876(b)) from
negotiating directly with hospitals with re-
spect to the organization's rate of payment
for inpatient hospital services.
The Secretary cannot deny the application
of a State under this subsection on the
ground that the State's hospital reimburse-
ment control system Is based on a payment
methodology other ihan on the basis of a di-
agnosis-related group or on the ground that
the amount of payments m&Ie under this
title under such system must be less than
the amount of payments which would 0th-
'erwise have been made under this title not
using such system. If the Secretary provides
that the assurances described in subpara-
graph (C) are based on maintaining pay-
ment amounts at no more than a pecified
percentage increase above the payment
amounts in a base period, the State has the
option of applying such test (for inpatient
hospital sev1ces under part A) on an aggre-
gate payment basis or on the basis of the
amount of payment per inpatient discharge
or admission. If the Secretary provides that
the asuranees described in subparagraph
(C) are based on ma1ntning aggregate pay-
ment amounts below a national average per-
centage increase in total payments under
part A for inpatient ht,spital serirics, the
Secretary cannot deny the application f a
State under this subsection on the ground
that the State's rate of increase in such pay-
ments for such services must be less than
such national average rate of increase.";

(2) Subsection (c)(3) of such section is
amended—

(A) by striking out "requliemeut of para-
graph (1)(A)" and Inserting in lieu thereof
"requirements of subparagraphs (A) arLd (D)
of paragraph (1) and, if applicable, the re
qmrements of paragraph (5)?', and

(B) by Inserting "(or, if applicable, in
ragraph (5))" In subparagraph (B) after
'paragraph (lr.

(3) Subsection (c) of such section is fur-
ther amended by adding at the end the fol.
lowing new paragraphs:

"(4) The Secretary shall approve the re-
quest of a State under paragraph (1) with
respect to a hospital reiinburement contro'
system If—

"(A) the requirements of subpragmp1i
(A), (B), (C), and (D) of paragraph (1) have
been met with respect to the system, and

'(B) with respect to that system a waiver
of certain requ1r*nients of title XVIII f the
Social Security Act has beei approved on or
before (and which is in effect as of) the date
of the enactment of the Social Security Act
Amendments of 1983, pursuant to sectirn
4O2a) øf the Social Security Amendments
of 1967 or section 222(a) of the Social Secu
rity Amendments of 1972.

'(5) The Secretary sha1 approve the re-
quest of a State under paragraph (1) with
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respect to a hospital reimbursement control
system if—

'(A) the reqiremerts of subparagraphs
(A), (B), (C). nd (D) o paragraph (1) have
been met with respect to the system;

"(B) the Secretary determines that the
system—

'(1) is operated directly by the State or by
an entity designated pursuant to State law,

"(II) provides for payment of hospitals
covered under the system under a net iod-
ology (which sets forth exceptiois and ad-
justments, a. well as any method for
changes in the methodology) by which rates
or amounts to be paid for hospital services
during a specified period are established
under the system prior to the defined rate
period, and

"(iii) hospitals covered under the system
will make such reports (in lieu of cost and
other reports, identified by the Secretary,
otherwise required under this tit1) as the
Secretary may require in order to properly
monitor assurances provided under this sub-
section;

"(C) the State ha provided the Secretary
with satisfactory assurances that operation
of the system will not result in any change
in hospital admission practices which result
In-

"U) a significant reduction in the propor-
tion of patienth (receiving hospital services
covered under the system) who have no
third-party coverage and who are unable to
pay foT hospital services,

"(ii) a significant reduction in the propor-
lion of indivldua]s admitted to hospitals for
n,atent hospital services for which pay-

ment Is (or is likely to be) 1es than the an-
ticipated charges for or costs of such serv-
lees,

"(ill) the refusal to adnit patients who
would be expected to require unusually
costly or prolonged treatment for reasons
other than those related to the appropriate-
ness of the care available at the hospital,

"(iv) the refusal to provide emergency
services to any person who i in need of
emergency services if the hospital provides
such services;

"(D) any change by th St3te in the
system which has the effect of materially
reducing payments to hospitaJs c&i only
take effect upon 60 days notice to the Secre-
tary and to the hospitals the piyment to
which Is likely to be materially affected by
the c)ange ad

"(E) the State has provided the Secretary
with satisfactory osurance that ir the de-
vehpment o the system the State has con-
sulted with local governmental officials con-
cernig the Impact of the system on public
hospitaI.
The Secretary shall respond to requests of
States under this paragraph vrt.hin 60 days
of the at the equet is submitted to the
Secretary.".

(d) Subseetion d) o surh sect!n, as
added by sectioi 110 of the Tax Equity and
Fiscal Responsibility Act of 1982. is amend-
ed—

(1) by strikthg out "section 1814(b)" in
paragraph (2)(A) and inserting in lieu there-
of 'subsection (b)" and

(2) by redesignatin the subsection a sub-
section (j) and transferring and inserting
such subsection at the end of section 1814 of
the Social Security Act under the following
heading:

"Elimination of Lesser-of -Cost-or-Charges
• Provision".

(e) Such section 1886 is further amendcd
by adding t the end the following new sib-
sections:

(d)(1)(A) Notwithstanding section
1814(b) but subject to the provisions of sec-
tion 1813, the amount of the payment with
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respect to the operating costs of inpatient
hospital services (as defined in subsection
()(4)) of a subsection (d) hospital (a de-
fined in subparagraph (B)) for inpatient
hospital discharges in a cost reporting
period or in a fca1 rear—

'(i) beginning on or after October 1, 1983.
and before October 1, 1D86, i equa' to the
sum of—

"(I) t target percentage (a dcned in
subparagraph CC)) of th ssr of tI hos-
pital's target amount for tbc cost reporting
period (s defined n sub tion (b)(3)(A),
or the limitation etahliihed under subsec-
tion (a) (zetermined without regard tz? para-
graph (2) thereof) for the period, arid

"(Il) the DG percentage (s deüd in
subpragriph (C3 of the ac2iustcd DRO
prospective paymcit rate detcrmmec under
paragraph (2) r (3) for such dhe; or

"(ii) beginning on o- after October 1, 198G.
is equal to the ad.usted DRO prospective
payment rate determined under paragraph
(3) for such discharges.

"(B) As used th tis section. the term 'Sub-
section (a) hosptaI' means a hopitai loct-
ed in one of the fifty States or the District
of Co1mbia ter than—

"(i) a psychiatric hospital (a defined in
section 1861(f)),

'(ii) a rehabiiittion hospital (as defined
by the Secretary),

"(ill) a hospital whose thpatients are pre-
dominantly mdividuls under 18 years of
age, or

"(iv) a hospital which has an average inpa-
tient. length of stay (a determined by the
Secretary) of greater than 25 days;
and, upon request of a hospital and in ac-
cordance with regulations of the Secrtary
does not include a psychiatric or rehabilita-
tion unit of the hopita1 which is a distinct
part o the hospital (as defined by the Sec-
retary).

"(C) For purposes of this subsection, for
cost reporting periods beginning, or dis-
charges occurring—

'(i) on or after October 1, 198, and before
October 1, 1984, the 'target percentage' is 75
percent and the 'DRG percentage' i 25 ier-
cent;

"(ii) on o' after Octobr 1, 14, an
before October 1, 1985, thc 'tjrgt percent,
age' is 50 percent aid the DEG ercetage'
is 50 percent: and

'(iii) on or after October 1, 135, and
before October 1. 1986, the targc. percent-
age' s 5 percent wd the DE percentage'
is 75 percent.

"(2) The Secrethry shall det':rmine an ad-
juste DRG prospective pymnt rate, for
each inpatient hospital Wschrg in fiscal
year 1984 involving inpatiert. hcpita1 serv-
ices of a subsection (d) hosp!t,i '14ed i
an urban or rural area within a ei: div-
sion) for which payment. may be made
under part A of this title, as i-". -:

'(A) DrR?nmc MLOIi2 TTVIDVAL
HO5PXTAL cosTs FOR A5E PERIoD.—The Secre-
tary shall determine tIe a1lowatie operat-
ing costs of patient hospital servi for
the hospit for the rrost recent cost report-
rng period or which data are arrt1ab.

"(B) UPDArx FOE FIScAL YEAR 19u4.--The
Secretary shall update each amount reter-
mined under subparagraph (A) for isea1
year 198' by—

"(i) updating for fisca' year 1E3 by the
estimated average rate of chae ospita
costs industry-wide between the ct report-
ing period used under GUC2 subparagraph
and fiscal year 1983, and

"(ii) projectmg for fiscal year 1984 by the
applicab'e percentage cee (a de.ined
in subsection (b)(3)(B)) for fisca' year 1984.

'(C) SmNIMIu)IzINo ouwis.---The Secre-
tary shall standardize the amount updated
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under subparagraph (B) for each hospital
by—
"(i)excluding an estimate of indirect

medical education costs,
"(ii) adjusting for variations among hospi-

tals by area in the average hospital wage
level, and

"(ill) adjusting for variations in case mix
among hospitals.

"(D) COMPU'TING URBAN AND RURAL AVER-
AGES IN EACh CENSUS olvlsrow.—The Secre-
tary shall compute an average of the stand-
ardized amounts-determined under subpara-
graph (C) for each census division—

"(i) for all subsection (d) hospitals located
In an urban area in that division, and

"(ii) for all subsection (d) hospitals locat-
ed in a rural area in that division.
For purposes of this subsection, the term
'census division' means one of the nine divi-
sions, comprising the fifty States and the
District of Columbia, established by the
Bureau of the Census for statistical and re-
porting purposes; the term 'urban area'
means an area within a Standard Metropoli-
tan Statistical Area (as defined by the
Office of Management and Budget) or
within such similar area as the Secretary
has recognized under subsection (a) by regu-
lation in effect as of January 1, 1983; and
the term 'rural area' means any area outside
such an area or similar area.

"(E) REDUCING FOR VALUE OF OUTUER PAY-
,,mJNTs.—The Secretary shall reduce each of
the average standardized amounts deter-
mined under subparagraph (D) by a propor-
tion equal to the proportion (estimated by
the Secretary) of the amount of payments
under this subsection based on DRG pros-
pective payment rates which are additional
payments described In paragraph (5)(A) (re-
lating to outlier payments).

"(F) MAINTAINING BUDGEN NEUTRALITY,—
The Secretary shall adjust each of such
average standardized amounts as may be re-
quired under subsection (e)(1)CB) for that
fIscal year.

"(G) COMPUTING ORG-SPECIFIc RATES FOR
URBAN AND RURAL HOSPITALS IN EACH CENSUS
DIVISI0N.—For each discharge classified
within a diagnosis-related group, the Secre-
tary shall establish a DRG prospective pay-
ment rate which is equal—

"(I) for hospitals located in an urban area
in a census division, to the product of—

"(I) the average standardized amount
(computed under subparagraph CD)1 re-
duced under subparagraph (ED, and adjusted
under subparagraph (F)) for hospitals locat-
ed in an urban area In that division, and

"(II) the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
related group; and

"UI) for hospitals located in a rural area In
a census division, to the product of—

"(I) the average standardized amount
(computed under subparagraph CD). re-
duced under subparagraph CE), and adjusted
under subparagraph (F)) for hospitals beat-
ed in a rural area In that division, and

"(II) the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
related group.

"(H) ADJUSTING FOR DIFFERENT AREA WAGE
azvsas.—The Secretary shall adjust the pro-
portion (as estimated by the Secretary from
time to time) of hospitals' costs which are
attributable to wages and wage-related
costs, of the DRO prospective payment
rates computed under subparagraph (G) for
area differences in hospital wage levels by a
factor (established by the Secretary) reflect-
ing the relative hospital wage level in the
geographic area of the hospital compared to
the national average hospital wage level.

"(3) The Secretary shall determine an ad-
justed DRO prospective payment rate, for
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each inpatient hospital discharge in a fiscal
year after fiscal year 1984 involvIng inpa-
tient hospital services of a subsection (d)
hospital for which payment may be made
under part A of this title, as foliows:

"(A) UPDATING PREVIOUS STANDARDIZED
AuoUzqvs.—The Secretary shall compute an
average standardized amount—.

"(i) for fiscal years 1985, 1986, and 1987,
for hospitals located in a urban area within
each census division and for hospitals locat-
ed in a rural area within each census divi-
sion, and

"(ii) for subsequent fiscal years, for hospi-
tals located in an urban area and for hospi-
tals located in a rural area,
equal to the respective average standardised
amount (or, for fiscal year 1988, the weight.
ed average of the respective average stand-
ardized amounts) computed for the previous
fiscal year under paragraph (2XD) or under
this subparagraph, increased by the applica-
ble percentage increase under subsection
(bX3)(B) for that particular fiscal yean

"(B) REDUcING FOR VALUE OP OUTLIER PAY-
,smrrs.—The Secretary shali reduce each of
the average standardized amounts deter-
mined under subparagraph (A) by a propor-
tion equal to the proportion (estimated by
the Secretary) of the amount of payments
under this subsection based on DRG pros-
pective payment amounts which are addi-
tional payments described in paragraph
(5)(A) (relating to outlier payments).

"CC) ManersiNnio auoenr NEu'rmLn'v—
The Secretary shall adjust each of such
average standardized amounts as may be re-
quired under subsection (e)(1)(B) for that
fiscal year.

"CD) COMPUTING ono-spzcwxc RATES FOR
URBAN AND RURAL H0SPITAL5.—For each dis-
charge classified within a diagnosis-related
group, the Secretary shall establish a DRO
prospective payment rate for the fiscal year
which Is equal—

"(1) for hospitals located in an urban area
(and, if applicable, in a census division), to
the product of—

"(I) the average standardized amount
(computed under subparagraph (A), reduced
under subparagraph (B), and adjusted
under subparagraph (C)) for the fiscal year
for hospitals located in an urban area (and,
if applicable, in that division), and

"(II) the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
related group; and

"(ii) for hospitals located in a rural area
(and, if applicable, in a census division), to
the product of—

"(I) the average standardized amount
(computed under subparagraph (A), reduced
under subparagraph (B), and adjusted
under subparagraph (C)) for the fiscal year
for hospitals located In a rural area (and, if
applicable, in that division), and

"UI) the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
related group.

"(E) ADJUSTING FOR DIFFERENT AREA WAGE
LEVELS.---The Secretary shall adjust the pro-
portion, (as estimated by the Secretary from
time to time) of hospitals' costs which are
attributable to wages and wage-related
costs, of the DRO prospective payment
rates computed under subparagraph (D) for
area differences in hospital wage levels by a
factor (established by the Secretary) reflect-
ing the relative hospital wage level in the
geographic area of the hospital compared to
the national average hospital wage level.

"(4)(A) The Secretary shall establish (and
may from time to time make changes in) a
classification of inpatient hospital dis-
charges by diagnosis-related groups and a
methodology for classifying specific hospital
discharges within these groups.
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"(B) For each Such diagnosis-related

group the Secretary shall assign (and may
from time to time recompute) an appropri-
ate weighting factor which reflects the rela-
tive hospital resources used with respect to
discharges classified within that group com-
pared to discharges classified within other
groups.

"(5)(AXI) The Secretary shall provide for
an additional payment amount (as deter-
mined by the Secretary) for a subsection (d)
hospital for any discharge in a diagnosis-re-
lated group the length of stay of which ex-
ceeds by 30 or more days the mean length of
stay of discharges within that group.

"(Ii) The Secretary shall provide for an
additional payment amount (as determined
by the Secretary) for a subsection (d) hospi-
tal for any discharge in a diagnosis-related
group.—

"(I) the length of stay of which exceeds
by a period (which may vary by diagnosis-
related group) of less than 30 days the mean
length of stay for discharges within that
group or

"(II) which reflects extraordinarily or un-
usually expensive costs relative to dis-
charges classified within that group,
so that the total of the additional payments
made under this subparagraph for dis-
charges in a fiscal year is not less than 4
percent of the total payments made based
on DRG prospective payment rates for dis-
charges in that year.

"(B) The Secretary shall provide for an
additional payment amount for subsection
(d) hospitals with indirect costs of medical
education, in an amount computed in the
same manner as the adjustment for such
costs under regulations (in effect as of Janu-
ary 1, 1983) under subsection (a)(2), except
that in the computation under this subpara-
graph the Secretary shall use an education-
al adjustment factor equal to twice the
factor provided under such regulations.

"(C)U) The Secretary shall provide for
such exceptions and adjustments to the pay-
ment amounts established under this sub-
section as the Secretary deems appropriate
to take into account the special needs of
public or other hospitals that serve a signifi-
cantly disproportionate number of patients
who have low income or are entitled to
benefits under part A of this title.

"(ii) The Secretary may provide (on a gen-
eral, class, or individual baáis) for excep-
tions and adjustments to the payment
amounts established under this subsection
to take Into account the special needs of
sole community hospitals. For purposes of
this section the term 'sole community hospi-
tal' means a hospital that, by reason of fac-
tors such as Isolated location or absence of
other hospitals (as determined by the Secre-
tary), Is the sole source of inpatient hospital
services reasonably available to individuals
in a geographical area who are entitled to
benefits under part A.

"(iii) The Secretary shall provide by regu-
lation for such other exceptions and adjust-
ments to such payment amounts as the Sec-
retary deems appropriate (Including excep-
tions and adjustments that may be appro-
priate with respect to public and teaching
hospitals and With respect to hospitals in-
volved extensively in treatment for and re-
search on cancer).

"(lv) The Secretary may provide for such
adjustments to the payment amounts as the
Secretary deems appropriate to take into ac-
count the unique circumstances of hospitals
located In Alaska and Hawaii.

"(D)U) The Secretary shall estimate for
each fiscal year the amount of reimburse-
ment made for services described in section
1862(a)(14) with respect to which payment
was made under part B In the base rennet.
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mg periods referred to in paragraph (2)(A)
and with respect to which payment is no
longer being made In the fiscal year.

"(ii) The Secretary shall provide for an
additional payment for subsection (d) hospi-
tals In each fiscal yeir so as appropriately
to reflect the net amount described In
clause (i) for that fIscal year.

"(E) This paragraph shall apply only to
subsection (d) hospitals that receive pay-
ments In amounts computed under this sub-
section.

"(6) The Secretary shall provide for publi-
cation in the Federal Register, on or before
the September 1 before each fiscal year (be-
ginning with Liscal year 1984), of a descrip-
tion of the methodology and ta used In
computing the adjusted DRO prospective
payment rates under this subsection, Includ-
ing any adjustments required under subsec-
tion (e)(1)(B).

"(7) There shall be no adrnlnitrative or
judicial review under section 1878 or other-
wise of—

°(A) the determination of the require-
ment, or the proportional amoutt, of any
a4.iustment effected pursuant to subsection
(e)(1), and

°(B) the estabilEhinent of diagnosis-relat-
ed groups, of the methodQlogy for the clas-
slfica±ion of discharges within such group8,
and of the appropriate weightmg factors
thereof under paragrh (4).

"(e)(I)(A) For cost reportIng periods of
hospitals beginning In fiscal year 1984 or
fiscal year 1985, the Seetary shall provide
for such .proortionn1 adjustment In the asp-
pilcable percentage Increase (otherwise ap-
plicable to the perlodE under subsection
(b)(3)(B3) as may be necessary to assure
that—

(i) the aggregate payment amount& oth-
erwise provided under subsection
(dXl)(AXi)(1) for that fiscal year for operat-
ing costs of Inpatient hospital services of
hospI11s,
are not greater or then—

Cii) the target percentage (as defined In
subsection (dXl)(C)) of the payment
amounts which would have k)een payable for
such services for those same hospitals for
that fiscal year under this section under the
law £S In effect before the te of the enact-
ment of the Sodal Security Act Amend-
rnents of 1983;
except t1t the .Justment made under this
subparagraph shall apply only io subsection
(d) hozpltals and shall nut aily frr pur-
p of making eonutat under subsec-
tian (dX2XR)Wi subsection ()()(A).

"(B) Por dlschaiges onring in fiscal
year 1984 or fLsl yr l85. the £ecretaty
shall proyi under subsections (d)(2)(F)
and (d)L3)(C) for such equal pri,pirtional
adjustment m each of tue average standard-
ized inoun% otherwise computed for that
flzcal year as may t neoeary to assure
that—

"U) the 'aggregate payment amounts oth-
erwise provided wider Lubsection
(dXl)(A)(IXU) for thai fiscal year for oper-
ating costh of Inpatient hospital services of
hopita1s,
are not greater or 4eas than—

(ii) the DRO percenta (as defined In
subsection (d)(1)(C)) of the payment
amounts which would have been payab'e for
such services for those same ospftais for
that fiscal year under this secton under the
law as in effect before the date of the enact-
ment of the Social Security Act Amend-
ments of 1983.

'(2) The Secretary shall pr'ide for ap-
pointment of a panel of independent ex-
perts (hereinafter in this subsection re-
ferred to as the panel') to review the appli-
cable percentage increase factor described
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n subsection (b)(3XB) and make recommen-
dations to the Secretary on the appropriate
percentage mcreae which hou1d be effect-
ed for hospital inpatient discharges under
subsections (b) nd (d) for fiscal years be-
ginning with fiscal year 1986. In making its
recommendations, the panel shall take into
account changes in the hospital market-
basket described m subsection (b)(3)(B),
hospital productivity, tethnologleal and sci-
entific advances, the quality of health care
provided in hospita]s, and long4erm cost-ef
fectiveness in the provision of inpatient hos-
pital services.

"(3) The panel, not later than the May 1
before the beginning of each fiscal year (be-
ginning with fiscal year 1986), shall report
its recommendations to the Secretary on an
appropriate increase factor which should be
used (Instead of the applicable percentage
Increase described in subsection (b)(3)(B))
for inpatient hospital services for discharges
in that fIca1 year.

"(4) Taking into consideration the recom-
mendations of the panel, the 8ecretary shall
determine for each fiscal year (beginning
with fiscal year 1986) the percentage In-
crease which *111 apply for purposes of thiB
section as the applicable percentage in-
crease (otherwise described 4n subsection
(bX3)(B)) for discharges in that fi1 year.

"(5) The Secretary shall cause to have
published in the Federal Register, not later
than—

"iA) the June 1 before each fcal pear
(begiimhg with fiscal yér 1986), the Sere-
tary' proposed determination under para-
graph (4) for thai fiscal year, and

"(B) the September 1 before such fisca]
year, the Secretary's final determination
under such paragraph for that year.
The Secretary shall include in the publica-
tion referred to in subparagraph (A) for &
fiscal year the repoit of The paner recom-
mendations submitted under paTagraph (33
for that fiscal year.

"(6) The Secretary shall maintain, for t
period ending not earlier than Septemb
30, 1988, a system for the repoitIng of costs
of hospit1s receiving payments computed
under subsection (d).

"Cf)(l The Secretary €hafl estabUh a
system for monItoring admissions and die-
charges of hosp1t*s receiving 'payment in
amounts determined under subsection (b) or
subsection (d) of this section. Such system
shall use fiscal intermediaries, utilization
and quality control peer review organiza-
tions with contracts under part B of title
XI, and others to review hospital admlBslon
and discharge practices and the 'quality of
Inpatient hospital services provided for
which payment may be made under part A
of this tftIe.

"(2) the Secretary determines that *
hospital, in order to circumvent the pay-
ment method established under subsection
(b) or (d) of tblsBection, has taken an action
that resulth in the admission of individuals
entitied to benefith under part A unneces-
sarily, unnecessary multiple admissions of
the same such Individuals, or other inappro
priate medical or other practices with re-
spect to such Individuals, the Secretary
may—

"(A) deny payment (In whole or in part)
under part A with respect to inpatient hos-
pital services provided with respect to such
an unnecessary admission (or subsequent
admission of the same thdividual), or

"(B) require the hospital to take other
corrective action necessary to prevent or
correct the Inappropriate practice.

"(3) The provuions of paragraphs (2), (3),
and (4) of section 1862(d) shall app'y to de-
terminations under paragraph (2) of this
subsection In the same manner as they
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apply to determinations made under section
1862(d)(1).

°(g)(1) No paymit may be made under
this title for capital-related costs of capital
expenditures (ts defmed in sectIon 1122(g))
for Inpatient hospital services In a State,
which expenditures occurred after the end
of the three-year period beginning on the
date of the enactment of this subsection,
unless the State has an agreement with the
SecretaPp under sectIon 1122(b) and, under
the agreement, the State has recommended
approval of the capital expenditures.

"(2) The Secretary shall provide that the
amount which is allowable, with respect to
costs of thpatient hospital services for
which payment may be made under this
title, for a return on equity capital for sub-
section (d) tiospitals (as defined In subsec-
tion (d)(1)(B)) ha11, for cost reporting peli-
ods beginning on or after October 1, 1983,
and before October 1, 1986, be equal to the
target percentage (s defined In ubection
(d)(1)(C)) of the amowita otherwise allow-
bte under reguIatons In effect on March 1,
1983. For cost reporting periods beginning
on or aft October 1, 1986, the Secretary
shall not provide for any such return on
equkty capftal for such hospitals.".

CONEORMG ADMTS
SEC. 602. (a) Seetion U5a(b)(2) •of the

Social .Securit Act Is amended by adding at
the end the 1oUowng new subparagraph:

°(C) The twelve-month pthod xeferred to
in subparagraph (A) shall be deemed to
begin not later than October 1983.".

(b) Sections 1814(g) nd 1835(e) of the
Social Security Act re each amended by in-
erting "(or would be if section 1886 did not
apply)" alter "section 1861(v)W(D)".

(c) Section 1814(h)(2) of such Act is
amended by striking out "the reasonable
costs tor such servioes" and inserthig in lieu
thereof °the amount that would be payable
for €uch ae!vices under subsection (b) and
section 1886".

(d)(I) The matter in section
1861(v)(1)(G)(i) of such A following sub-
clause (fl) Is amended by striking out "on
the basis of the reaonabIe cost of" and In-
serthig In lieu thef "the auimmt other-
wise payable under part A with respect to".

(2) Section 1861(v)(2)(A) of ch Act is
amended by striking out °an amount equal
to the TeMonable cost of" and inert1z in
lieu thereol "the amount that would be
taken Into account with respect to".

(3) Section 1861(vX2)rn) of such Aet s
amended by striking out 'the equiva'ent of
the reasonable cost of".

(4) Section 161(X3) 0! ucth Aet m
amended by striking out "the reasonable
cost of such bed and board furnished in
semi-private accommodations (dBtermined
pursuant to paragraph (1))" an Inserting in
lieu thereof "the amount otheiwise payable
under this title for Euch bed and board fur'
rushed in semi-pithate aecommoduti3ns",

(e) Section 1862(a) oT auth Act s ariend
ed—

(1) by strIking out 'or" at the ernI of para
graph (12),

(2) by striking out the period at the erul of
paragraph (13) and ümerting n lieu thereof
";or"and

(3) by adding at the end the flwg new
paragraph:

"(14) whIch are other thi hicans'
services and which are furnished t an indi-
vidual who is an inpatfnt ospitai by
an entity other than the hopi1, unless the
serviues are furnished under n-raiigements
(as defined in section 1861(w)Z1) with the
entity made by the hospitaL".

(f)(1) Section 1866(a)(1) of such Act is
ainended-=-
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(A) by striking out "and" at the end of

subparagraph (D),
(B) iy striking out the period at the end

of sutpatagraph (E), and
(C) b adding at the end the ollowlrig

new subparagraphs:
"(F) ln'the case of hopita1s Which provide

inpatient hospital services for which pay-
ment my be made under subsection (C) or
Id) of section 1886, to maintain an agree.
ment with a utilization and quality control
peer review organization (which has .a con-
tract with the Secretary under part B of
title XX) under which the organization will
perform functions under that part with re-
siiect to the review of admissions, dis-
charges, and tuality of eare respecting Inpa-
tient hospital services for which payment
may be made under part A of this-title,

"(0) in the case of hospitals vthich pro-
vide iupatient hospital cervices for which
payment may be made under subsection (b
or Id) oLsectlon 1888, not to charge any in-
dividual or any other .person tor inpatient
hospital services for which such individual
would be entitled to have payment made
under part A but for a denial or reduction Of
payments under section I888W,and

"(U) in the case of hospitals which pro-
vide inpatient toaapital aerviees for which
payment may be made under section
1886(d), .to have all itemsandservlces(othor
than physicians' services) U) that are fur-
nished to an individual who Is an inpatient
of the hospital, and Ut) for which the mdi-
vidual Is entitled to have payment made
under this title, furnished-by the hospital or
otherwise under axrmxgements (as efInenl
in section i86,l(w)(-1)) merle by the hospi-
tal.".

(2) The matter In section 1866(a)C2)(B)(ii)
of such Act preceding sulvilause (I) Is
amended by Inserting 'iand except with re-
spect to inpatient hospital costs with re-
spect to .Whlth amounts rare payable under
section .1886(11)" after "(except wtth respect
to emergencj' services".

(g),SectlonLlft'6(g) dl such Act lsxniended
by.adthng at the end the following:.

"(4) A risk-sharing contract under this
subsection may, at the Qption of an eligible
organization, provide that theSecratary—

"(A) will reimburse hospitals either for
the reasonable nest (as rietermrned cinder
section 1861(v)) or for payment amounts tie-
termined in accordance with section 1886, as
applicable, of iupatlenthospital services dir-
fished to individuals enrolled with such or-
ganization pursuant to subsection (d), and

"(B) -will viaduct 'the amount uI such reim-
bursenient for payment which would other-
wise be ma1teto such organization.".

UiXJ.) Section i.8'18(a) of such Act is
amended—

(A) y Inserting 'and (excipt as provided
in subsection (gX2)) any hospital which re-
ceives payments In amounts computed
under sectIon 1886(d) and Which has sub-
mitted vuch'reports within -such time as the
Secretary may -rerulr-e in order to make pay-
rnent uxtaersueh'section may-obtain a hear-
ing with .respect to such Wyment by the
Board" after "subsection (Ii)" in the matter
before paragraph (1),

(B) by insertg "Ii)" after '(A)" in para-
graph (iLk),

IC) by inserting "or" at the end of para-
graph-CilIA) andhy adding after such pars-
graphthefollowing new clause: -

"(Ii) is dissatisfied with a final determina-
tion of the dacretary as to the amount of
the payment under section 1886(0),", and

CD) by striking out "(l)(A)" in paragraph
(3) and inserting in lieu thereof "(13(A3(l),
or with respect to appeals under paragraph
(l)(A)(ii), 180 daysafter notice of the Secre-
tary's 'final determination,".
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(2) SectIon 1878(g) of such Act isamended

by inserting "(1)" alter "(g)" andby adding
at the end the following new paragraph:

"(2) The determinations and other dm1-
sions descrlbed in section ige6cd)(7) shall
not be reviewed by the Board or by any
court pursuant to an action brought under
subsection Ci) or otherwise.".

(3) The third sentence of section 1878(h)
of such Act is amended striking out "cost re-
imbursement" and Inserting in lieu thereof
"paymentof providers of services".

(I) The first sentence of section
1881(b)(2)(A) of .such Act isainended ty in-
serting "or section 1886 (11 applicable)"
after "section 1861(v)".

(j) Section 1887(a)(l)(B) of such Act is
amended by inserting "or .on the bases de-
scribed in section 1886" after "on a reason-
ableeostbasis".
REPORTS, EXPERIMENTS AND DEMONSTRATION

PROJECTs, AND INTENT OF CONGRESS SESPECT-
150 TREATMENT OF NEW .caPirar EXESNDI-
TURE5

Sm. 803. (aXI) The Secretary af Health
and Bunian Services (hereinafter in this
title -aeferred to as the "Secretary") shall
study andreportin-the Congress at the end
ofi982on—

(A) the method by 'which capital-related
costs associated with inpatient inospltaloerv-
Ices ren 'be -ingluded within the 'prospective
payment amounts computed under section
18861t1) vifitheSecial Security Act,

(B) psyment with respect to a return on
equity eap1tal for hospitals receiving pay-
ments-imdermmhucction, and

(C)thedmpon'akIIlsd nursing facilities
Of hospital prospective .payment cIsterns,
end 'reganunendgtlons :concerning pnyment
of skilled nursingifacilitles.

(2)(A) The Secretary shall study and
report cnsusall'y in the- Congress at the end
of each year (hegimiing with 1884 and
ending with 1987) -on 'the actudl impact, Of
the payment snethoniology under section
1-886tti) Of the 'Social 'Security Act during
the previous year, on individual ilnispitals,
classes of hospitals, bendfhuiaries, and other
payors for inpatient hospital services, and,
in paritcu1ar, on -the impact of menputing
averages bynensus ativision, rather than -an
a esational -average basis. Each such report
shdll include such recoimnesulatlons for
such changesin legislation as-the 'Secretary
deems appropriate. Clener-
alohall revtewandtomment'onthe atlequa-
ci' df 'each of 'the reports -with respect to
their analysis of the impact of the 'payment
methodology under section 11186id) hi the
Social Security Act.

(B) i)urlng decal year 1984, zthe'Seeaetary
shall ibegin the collection of data necessary
to compute the amount hi 3ihyslclan
charges -attrIbutable, by diagnosharelated
groups, to physicians' services 'furnished -to
inp tients-of hospitals whose -discharges are
classified within those groups, The Secre-
tary shall -include, in annual report -to Con-
gress under sUbpnragraph-(-A) for 1984, rec-
omniendations on the advisabilIty and feasi-
bility of •providing -for determining the
amount of the payments for physicians'
services furnished 'to hospital mpatients
based on the DR classification -of 'the dis-
charges of those inpatienta.

(C) In the annual report to Congress
under subparagraph (A)ior 1985, the -Secre-
tary shall include the results of studies on—

(I) the feasibility and impact -of eliminat.
Ing or -phasing out separate urban and -rural
DRG prospective payment rates under para-
graph (3) of section 1886(0) of-the Social Se-
curity Act; -

(II) whether and the method under Which
hospitals, not paid based on amounts xleter-
mined under such section, can be paid for
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inpatient hospital services on a prospective
basis as under such section;

(lii) the appropriateness of the factors
used-underparagraph (61(A)- of such-section
to compensate hopItals for the additional
expenses-of outlier cases;

(iv) the feasibility and desirability of ap-
plying the payment methodology under
such section 'to'p;yment -by aflpayorsTor in-
patient hospltal-.aervjces;ssid

Iv) the impact of Such section on 'hospital
admissions and the feasibility of making a

- change in the DEG prospective payment
rates'er -requiring pre-admisslon certification
in order to iminimize the incentive to in-
crease admissions.

ID) In the annual report to Congress
under subparagraph (A) far 1986, the Secre-
tary Shall include -the -results of a study ex-
amining-the overall impact of 'State systems
of hospital -payment (either approved under
sectIon 1886(c) of'theSeclal Security -Act or
under -a waiver approved under -section
4021-a) -of the Social Security Amendments
of 1967 or section '222(a) of the 'Social Secu-
rity Amendments of ;l872), -particulatly as-
sessing -such -systeEns' impact -not only on
the medicare program -but also on the med.
icaid program, on payments and 'premiums
under 'private health insurance plans, and
on'tax-erpendltures.

(b)C1)Bxcept asprovided tnparagraph (2),
the amendments-made -by-this-title shailnot
affect the authority of the 'Secretary to de-
velop, carry out, or continue eperlments
and isemonstration -projects.

(2YTheSecratarij shall pravide that,cipon
the ,reguest Of a 'State which has a demon-
stration project,_for payment of hospitals
under tit -cLuiif the £ocikhSecurity Act
approved under section -4(12(a) hi the 'Social
Security Amendments -hi t967 or section
222(a) of the Social 'Sunnily Amentlrnents
of 1972, which (A) ls'In'dffectas Of lilatch 1,
1983, and.CB)-was entered into 'after -August
1982, the terms of the demonstration agree-
ment shall the modified so that the ziemon-
stration project Is 'not required ± anaintain
the rate of increase in medicare hospital
costs in that State belaw the 'national rate
of increase in-madicarethospital costs.

(c)1t istheintentdh-congress-fftat, In fin-
)ementlng a system for -hxlludh)g -capital-
rdlatetl costs under a 'prospectively 'deter-
mined -payment rate 'for 'hatient hospital
servlees,'costs related-to capital projects Ini-
tiated on or after March 1, -r9&3,-inay'be dis-
tinguished and treated differently from
costs of iprojects initiated thdfose such ilate.

EEPEOVE DATES

SEC. 604. (a)(1-)'Except-as provided in para-
graph (2), the amendments made by this
title apply to -Items 'anti services furniShed
by or under -arrangements 'with 'a 'hospital
beginningwith ltsiirst cost reporting-period
that begins on 'or 'after October 1, 1983. A
change in a hospital's cost reporting 'period
that -has 'been -made after November 1982
shtiil -be -recognized -for purposes of this sec-
tion -only If the Secretary finds good -cause
for that-change.

(21(A) -Section 1886(a)(1-)(-F) of the Social
Security Act -(as added by section
602(11(11(C) of'thls title) takes effect-on Oc-
tober 1, 1984, and section 1882(a)(1O) (as
added by section 6021e)(3) of -this -title) and
sections 1886(a)(1) (0-) -and (H) of such Act
(as added by section 602(f)(1)(C) -of 'this
title) take effect on October 1, 1983.

(B) The Secretary may -provide that,
during -the -period ending October 1, .1966,
the provisions of sections 1862(a)(14) and
1866(a)C1)(H-) of -the Social Security Act
shall -not app'y to services 'furnished in hos-
pitals that can demonstrate that their -bifi-
log practice prior to October 1, 1982,-was to
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bill for such services Independent of the
hospital payment.

(b) The Secretary shall make an appropri-
ate reduction In the payment amount under
section 1886(d) of the Social Security Act
(as amended by this title) for any discharge,
if the admission has occurred before a hos-
pital's first cost reporting period that begins
after September 1983. to take Into account
amounts payable under title XVIII of that
Act (as In effect before the date of the en-
actment of this Act) for items and services
furnished before that period.

(c)(1) The Secretary shall cause to be pub-
lished in the Federal Register a notice of
the Interim final DRO prospective payment
rates established under subsection (d) of
section 1886 of the Social Security Act (as
amended by this title) no later than Sep-
tember 1. 1983, and allow for a period of
public comment thereon. The DRG prospec-
tive payment rates shall become effective on
October 1. 1983. without the necessity for
consideration of comments received, but the
Secretary shall, by notice published in the
Federal Register, affirm or modify the
amounts by December 31, 1983, after consid-
ering those comments.

(2) A modification under paragraph (1)
that reduces a DRO prospective payment
rate shall apply only to discharges occurring
alter 30 days after the date the notice of
the modification is published in the Federal
Register.

(3) Rules to Implement subsection (d) of
section 1888 of the Social Security Act (as
so amended) shall, and exceptions, adjust
ments, or additional payment amounts
under paragraph (5) of such subsection
may, be established in accordance with the
procedure described in this subsection.

The CHAIRMAN. Are there any
committee amendments?

Mr. ROSTENKOWSKL There are
no committee amendments, Mr. Chair-
man.

AMENDMENT OFFERED BY P.fl. PICKLE

Mr. PICKLE. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:
Amendment offered by Mr. Pzci1E Strike

out sections 201 and 202 (begInning on page
84, lIne 9, and ending on page 86. lIne 8) and
Insert in lieu thereof the following new sec-
tion (with a conforming amendment to the
table of contents):

INCRZASE IN EErIREMENT AGE

SEC. 201. (a) Section 216 of the Social Se-
curity Act is amended by adding at the end
thereof the following new subsection:

°RETI12MENT AGE
'(1)(l) The term retlrement age' means—

"(A) with respect to an Individual who at-
tains early retirement age (as defined in
paragraph (2)) before January 1, 2000, 65
years of age:

"(B) with respect to an Individual who at-
tains early retirement age after December
31, 1999, and before January 1, 2005, 65
years of age plus the number of months in
the age increase factor (as determined
under paragraph (3)) for the calendar year
In which such individual attains early retire-
ment age;

'(C) with respect to an individual who at-
tains early retirement age after December
31 2O)4, and before January 1, 2017, 66
years of age

"(D) with respect to an individual who at-
tains early retirement age after December
31, 2016. and before January 1, 2022, 66
years of age plus the number of months in
the age increase factor (as determined
under paragraph (3)) for the calendar year
in which such individual attains early retire-
ment age; and
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(E) with respect to an individual who at-

tains early retirement age after December
31, 2021, 67 years of age.

"(2) The term early retirement age'
means age 62 in the case of an old-age.
wife's, or husband's insurance benefit, and
age 60 in the case of a widow's or widower's
Insurance benefit.

"(3) The age increase factor for any indi-
vidual who attains early retirement age in a
calendar year within the period to which
subparagraph (B) or (D) of paragraph (1)
applies shall be determined as follows:

"(A) With respect to an individual who at-
tairis early retirement age in the 5-year
period consisting of the calendar years 2000
through 2004, the age increase factor shall
be equal to two-twelfths of the number of
months in the period beginning with Janu-
ary 2000 and ending with December of the
year in which the individual attains early
retirement age.

(B) With respect to an individual who at-
tains early retirement age in the 5-year
period consisting of the calendar years 2017
through 2021, the age increase factor shall
be equal to two-twelfths of the number of
months in the period beginning with Janu-
ary 2017 and ending with December of the
year in which the individual attains early
retirement age.".

(b)(1) Section 202(q)(9) of such Act is
amended to read as follows:

"(9) The reduction factors for early retire.
ment specified in paragraph (1) shall be pe-
riodically revised by the Secretary so that—

"(A) in the case of old-age insurance bene-
fits, wife's Insurance benefits, and husband's
insurance benefits, the reduction factors ap-
plicable to an individual Initially becoming
entitled to such benefits at an age not more
than 3 years less than the retirement age
applicable to such individual will be the
same as those specified in paragraph (1),
and the reduction factors for each month
below the age which Is 3 years lower than
the applicable retirement age shall each be
five-twelfths of 1 percent; and

"(B) in the case of widow's Insurance
benefits and widowers insurance benefits,
the reduction factors applicable to an indi-
vidual inltlafly becoming entitled to such
benefits at early retirement age shall be the
same as those specified in paragraph (1),
and the reduction factors applicable to indi-
viduals initially becoming entitled to such
benefits at a greater age shall each be estab
fished by linear interpolation between the
applicable reduction factor for such early
retirement age and a factor of unity at the
applicable retirement age."

(2) Section 202(q)(1) of such Act is amend-
ed by stilking out "If" and inserting in lieu
thereof "Subject to paragraph (9), U".

(c) Title II of the Social Security Act is
further amended—

(1) by striking out "age 65" or "age of 65",
as the case may be. each place it appears In
the following sections and inserting in lieu
thereof In each instance "retirement age (as
defined in section 216(1))":

(A) subsections (a), (b), Cc), (d), (e), (f), (cj),
(r), and (w) of section 202,

(B) subsections (c) and (f) of section 203,
(C) subsections (1) of section 215,
(D) subsections (h) and (i) of section 216,

and
(E) sections 223(a);
(2) by stxiking out age sixty-five" in sec-

tion 203(c) and inserting in lieu thereof "re-
tirement age (as defined in section 216(D)";
and

(3) by striking out "age of sbtyfive" in
section 22(a) and inserting n lieu thereof
"retirement age (as deflned in section
216(D)".

(d) The Secretary shall conduct a compre-
hensive study and analysis of the mplica-
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tions of the changes made by this section in
retirement age in the case of those individ-
uals (affected by such changes) who, be-
cause they are engaged in physically de-
manding employment or because they are
unablc to extend their working careers for
health reasons, may not benefit from Im-
provements in longevity. The Secretary
shall submit to the Congress no later than
January 1, 1986. a full report on the study
and analysis. Such report shall include any
recommendations for legislative changes, in-
cluding recommendations with respect to
the provision of protection against the risks
associated with early retirement due to
health considerations, which the Secretary
finds necessary or desirable as a result of
the findings contained in this study.

Mr. PICKLE (during the reading).
Mr. Chairman, I ask unanimous con-
sent the amendment be considered as
read and printed in the RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Texas?

There was no objection.
Mr. ROSTENKOWSKI. Mr. Chair-

man, pursuant to the rule, I designate
the gentleman from Massachusetts
(Mr. Sa&woN) a member of the com-
mittee, to control the time In opposi-
tion to the Pickle amendment.

The CHAIRMAN. Pursuant to
House Resolution 126, the gentleman
from Texas (Mr. Piciaj.) will be recog-
nized for 1 hour, and the gentleman
from Massachusetts (Mr. Sa&woN)
will be recognized for 1 hour.

The Chair recognizes the gentleman
from Texas (Mr. Pic).

Mr. PICKLE. Mr. Chairman, I yield
such time as he may consume to tne
gentleman from Iowa (Mr. BEDELL),

(Mr. BEDELL asked and was given
permission to revise and extend his re-
marks.)

Mr. BEDEIL. Mr. Chairman, I rise
In support of H.R. 1900, the Social Se-
curity Act Amendments of 1983. Al-
though I do not support each and
every individual provision in this bill, I
do feel that as a whole the agreement
reached represents a shared sacrifice
between those who are presently re-
tired and those In the work force—
both of which have so much at stake
in the strength of the social security
system.

Judging from the hundreds of 1et
ters, phone calls, and appeals raised
repeatedly across my congressional
district, it is quite apparent that no
other issue has alarmed so many
Americans and caused so much anxi-
ety as the future of social security. Di-
rectly or indirectly, social security
touches the lives of almost every
American. There Is no question that it
Is the central feature of the way
Amer1can plan their f2nancial futures.
That security must be restored and
preserved.

I want to commend the National
Commission on Social Security for its
deliberations on this iinpoitant matter
and for putting forth a consensus
package of recommendations designed
to solve the system's short-range prob
lems and most of its longer term diffi-
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culties. In addition, I want to extend
my praise to the Ways and Means
Committee and the Subcommittee on
Social Security for their prompt
action and leadership.

The bill 'before us today makes sev-
eral changes in the social security re
tirement program designed to insure
its solvency through a combination of
tax and benefit adjustments, exten-
sions of coverage, and administrative
changes. In addition, H.R. 190D begins
to address the financial difficulties the
medicare hospital Insurance system is
anticipated to face b the end of this
decade.

As I 'stated, I do not agree with every
element of this package. For example,
It have concerns about the provision
which increases the tax rate for self-
employed persons to the full employ-
er-employee rate. I also have reserva-
tions about solving the social security
problems by merging civil service re.
tirement with social security.

At the same 'time, we cannot ignore
the fact that several problems of the
system were not addressed in this leg-
islation. For thstance, prisoners are re-
ceiving social security benefits
through a loophole. Even though
there are relatively 'few recipients
presently inthe prison system and the
savings may not appear significant, It
just daes not seem fair to allow con-
victed criminals to continue to drain
the system in this way. The same con-
cern applies to nonresident aliens who
collect monthly social security checks.

However, our respohalbiity is' to
make an overall jndgment on this
package as a whole. Because of the se-
rioueness of the problems faeing our
social security system, my vote today
has to be based on a balancing of the
benefits of the whole package against
any specific concerns I have.

During the past few years, I have
given the solvency question a lot of
careful thought, I ha'e 'received help-
ful ideas and suggestions from people
all across northern 'Iowa on preserving
social securky In a fair and even-
hrndsd manner. During the course of
my work on this issue and as a direct
result of the thoughts of the people of
the Sixth District, I introduced in the
House of Representatives the Bedell
social security package. As I stated in
testimony X gave before the Ways and
Means Subcommittee on Social Secu-
rity in February, the Bedell package
would snot significantly change benefit
payments or raise taxes, but would
help put social security back on firm
financial footing while at. the same
time ease the pressures on medicare.
My package consists of bllh o 'prohib-
it payment of any social security bene-
fits to convicted criminals in penal in-
stitutions; reallocate the hospital in-
surance iHI) component of the payroll
tax to the old age and survivors
(OASI) and the disability Insurance
(DI) trust funds while 'paying hospital
benefits from the general revenues;
and -modify the formula used'to adjust
benefits to keep pace with Inflation by

CONGRESSIONAL RECORD — HOUSE
setting the cost-of-living adjustment at
no greater than either the rise in the
Consumer Price Index or the wage
index, whichever is lower.

I am .pleased to note, Mr. Chairman,
that this safeguard concept 'regarding
the cost-of-living adjustment formula,
which is a part of the Bedell social se-
curity package, has been included in
the Social Security Act amendments
before us today.

Finally, Mr. Chairman, on the sub-
ject of raising the retirement age, !
think the results of a recent poll I
took of the views of northern Iowans
is of interest, this poll shows that
northern iowans are receptive to rais-
ing the retirement age over a long
period of time. This reenforces my
own feeling that gradually raising the
retirement age over a 12-year period
beginning in the year 2001) is a con-
structive way of strengthening social
security's long-term problem which
will affect future generations of retir-
ees.

Again, a sound and solvent social se-
curity system is one of the most hn-
portant concerns of millions of Ameri-
cans. I think we must act today to
aure that Congress will continue to
see to it 'that social security provides a
security for these people during their
golden years. We must make sure that
social security will be there for those
who need and deserve It. The worst
thing we can do -icr social security is to
do nothing ata1l,

Mr. PICKLE. Mr. Chairman, I yield
such time as -he may consume to the
gentleman from South Dakota (Mr.
Dasca).

(Mr. -DASCHLE asked-and was given
permission toTevise and -extend this re-
marks.)

Mr. DASCELE. I rise in suport of
H.R, 11)00, the bipartisan Social Sean-
rity Act Amendments of 11)83. I com-
mend the leadership of both parties as
well as the Ways and Means Commit-
tee for reporting legislation I believe is
a remarbably eciuitable a�nd reponsi-
ble effort which will not unfairly
burden any segment of our society.

I am most pleased that the commit-
tee has included in the reform package
several provisions I had included in
the Social Security Loophole Reform
Act of 11)83, H.E. 1429. These provi-
dons mel ie piaoiig Members o' Con-
grest and legialaive branch employees
under 'the program, turning uncashed
social security checks into the social
security trust funds rather than the
General Treasury utiliziug a short-
term as well as a long-term intorest
rate for the pryment of interest on
social security trust fund investments,
and preventing nonprofit organiza-
tions as well as Stute and local groups
from dropping out of the program, a
practice that has been on the increase
as the financial plight of the program
became widely reported.

Hearings will be held on another
aspect of my 'plan, preventing depen-
dency payments to noncitizens. I am
hopeful that a legislative remedy to

111045
this particular problem will be ap-
proved sometime later this year after
hearings are held. Though none of
these provisions alone will save -social
security, they do correct some very
glaring Inequities and discrepancies
adversely affecting program revenues
as well as citixen confidence in the
overall iairness of the program.
'I would also like to comment on a

few other aspects of the compromise
package. A number of sell-employed
persons have-called -me expressing con-
cern over the increased taxes they will
be expected to pay as a result of the
compromise. I was pleased that the
Ways and Means Committee will allow
a credit instead of a deduction for the
increased tax load the self-employed
will be expected to bear. I believe the
tax credit will to a large extent offset
the Impact of this-proposal on the self-
employed, and I heartily endorse this
change.

Anather change I support is -the in-
crease In the amount of outside earn-
ings an individual or couple can have
before one-half of this additional
amount is made taxable. The Social
Security Reform Commission had rec-
ommended $20,000 and $25,000 respec-
tively for Individuals and couples as
the minimum level of outside Income
to be taxed. I believe the committee
was a bit more realistic and farsighted
in raising-these level to.$25,000 for in-
dividuals and 32,000 for coiles in
recognition of future increases in
income, and so forth, and as a result of
inflation and other factors.

I also approve of the coxnmlttee'.s ac-
tions with respect to prospective pay-
ments for medicare Inpatient hospital
services. Payments for rnedice and
medicaid have soared by an average of
17 percent a year. Medicare expendi-
tures in 1981 totled $42.5 billion, a
staggering .35-fold -increase from the
1.2 billion in outlays at the program's
Inception in 1966. I believe that pros-
pective payment for medicare inpa-
tient hospital services is an important
start In the battle to control medical
and health care costs.

The provision allowing for aridition-
al unemployment benefits is an impor-
tant and compassionate effort to alle-
viate the suffering of some 12 million
Americans currently out of vek. I be-
lieve the committee acted arcpriate-
ly and responsibly to uit these
Americans hurt by the ravages of the
current recession.

Finally, I believe it is time- to recog-
nize increased longevity in this Nation
and by doing so adopt the Pickle
amendment to phase in an increase in
the retirement age from 65 to 67. In
the year 2009, the retirement age
would increase to 6 and in 2027 it
would Increase to 67. When President
Roosevelt signed legislation enacting
social security into law back in 1935,
life expectancy was approximately 60
for men . and 64.5 for women. Today
these figures are'69.8 for men and77.7
for women. it is not inappropriate to
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recognize this fact and Increase the re-
tirement age correspondingly. Only
those persons 46 years of age or less
will be affected by the increase to age
66, and those 19 or less by the increase
to age 67. This is not an unreasonable
burden to ask current generations
which can expect to live longer than
any other generation in our Nation's
history.

I might also point out that the origi-
nal retirement age of 65 was estab-
lished In 1936. It has never In the pro-
gram's history been changed to reflect
increased longevity. I wish also to re-
state that this long-term funding pro-
posal will not affect anybody currently
over the age of 46.

I am also supporting the Pickle
amendment because it would supplant
the long-term financing committee
compromise to cut benefits slightly In
the year 2000 and further Increase em-
ployer/employee taxes In the year
2010. I believe that acceleration of
taxes In the short-term Is enough of a
tax Increase and that a further in-
crease In taxes for long-term fInanc-
Ing, albeit less than 0.6 percent, Is ex-
cessive and a double burden on those
already expected to pay accelerated
social security taxes n the next sever-
al years.

In conclusion, Mr. Chairman, I
heartily endorse the social security
compromise plan with the Pickle
amendment phasIng In Increased re-
tirement ages. I believe this is a fair
and responsible effort which will shore
up social security for the Indefinite
future an restore our citizen's confi-
dence In what has been a most success-
ful, if often maligned, retirement pro-
gram.

Mr. PICKLE. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Georgia (Mr. Row-
LARD).

(Mr. ROWLAND asked and was
given permission to revise and extend
his remarks.)

Mr. ROWLAND. Mr. Chairman, I
commend the members of the Com-
mittee on Ways and Means for their
diligence in seeing that an acceptable
social security fInancing package was
brought before the House in a timely
fashion.

We are all aware of the severe time
constraints Involved with Implement-
Irig H.R. 1900, and I know that every-
person In this Chamber will sleep a
little easier tonight, knowing that the
retirement checks to social security re-
cipients will not be delayed.

Before us today, we have a compro-
mise package. The gentleman from
Florida (Mr. YomG) commented earli-
er that it must be a fair bill because
each person with whom he met had a
complaint about It.

Under closer observation, it is appar-
ent that we have before us not a bill
which satisfies a majority of the popu-
lace, but a bill that has generated an
equal level of opposition from almost
all factions. In fact, I would be hard
pressed to find any two people with
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different occupations that would
reject the same provision of this bill.
The composition of.this legislation has
successfully fractionalized all Interest-
ed parties. There has been no coalition
of opposition, because there is no con-
sensus of disagreement A flawless
strategy, I must admit.

The Federal emp'oyees have op-
posed extended social security cover-
age for new hires. And with good
reason. They have been given no guar-
antees that the retirement system,
which is their future, will be solvent.

Those self -employed workers who
make up a large component of our
labor force will be taxed as If each one
is really two complete taxpayers.

And the elderly of this land are con-
vinced that their incomes will not keep
up with Inflation If a delay In the
COLA is enacted.

Then of course, there are the oppos-
thg factions on how to solve the re-
maining long-term financIng prob-
lem—whether to Increase employee
taxes or reduce benefits to retirees.

But we had plenty of time to come
to terms with all of these provisions.
The passage of H.R. 1900 is Inevitable.
However, I am concerned that we
might be taking advantage of this new
found momentum by arbitrarily at-
taching other legislation to it, assured
of its passage.

There is no doubt that we must stop
the escalating cost of health care, but
this bill may not be the proper mecha-
nism for making sweeping changes to
the medicare payment plan.

While the medical industry did not
present any major obstacle to the In-
clusion of the prospective payment
plan, we must remember the .lterna-
tive plan for payment contained In the
Tax Equity and Fiscal Responsibility
Act of 1982 would have a more adverse
affect on health care providers. This is
merely the more attractive choice.

I implore you not to mistake my In-
tentions. I sincerely hope this plan
will equitably reduce health care cost.
The concept of prospective payments
is reasonable, but the potential of this
plan is only as good as the provisions
which were hurriedly assembled
durIng the last few months of the 97th
Congress.

History can at times provide us with
clues to the future. Nearly a decade
ago, a nationwide network of health
agencies was created for the purpose
of lowering hospital costs. Some of us
who were professionally involved with
the health care systems felt the legis-
lation was too hastily conceived and
ill-advised. In November of 1975, I tes-
tified against a measure before the
House Ways and Means Committee,
and subsequently those remarks ap-
peared in the CoNGissIoN RECORD.

When I read back over those re-
marks, I realize' we were absolutely
right about one point. Regardless of
whether we were right or wrong on
the merits of the issue, it would have
been far more prudent to study the
proposed program thoroughly before
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risking hundreds of millions of dollars
on something that might not work the
way it was designed.

Today we are phasIng out those
agencies, After spending up to $157.7
million a year on this program, fund-
ing was decreased to about $56 million
for the past 2 fiscal years.

The goal was a worthy one, but the
health agencies did not work out the
way they were planned.

Now, we are agaIn confronted by a
proposed program to deal with health
care costs that ha been rather hastily
developed. And at this stage, there is
no conclusive evidence to verify the
cost effectiveness of this plan.

I realize my arguments in this
matter will not change the outcome of
this legislation. In spite of all my res-
ervations, this bill is the only option
available. While this $165.3 billion
package may temporarily ease the
social security fInancing crisis, I have
serious doubts about the long-term fi-
nancial integrity of the system.

However, I will support this package
because I have a responsibility to the
36 million retirees who are facIng a
bankrupt social security retirement
program. To not expeditiously pass
legislation to stabilize the social secu-
rity system would be irresponsible and
Inexcusable to the millions who
depend on their checks to survive.

But to pass this bill without ac-
knowledging that it does not have the
overwhelming support of my constitu-
ency would be deceptive.

Mr. PICKLE. Mr. Chairman, I yield
myself 15 minutes.

(Mr. PICKLE asked and was given
permission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, we
have reached the poInt now In the
consideration of our social security
reform bill where the House will be
asked to work its will to determine
what route we take to correct the
long-term deficit of 0.68 percent of
payroll. Two amendments have been
made in order, and I present the
amendment that, In effect, would raise
the normal retirement age In the
future, starting at the year 2000 and
completing In the year 2027.

First, I think it would be best if I
would state to the Members what my
amendment does.

The amendment I have offered
raises the normal retirement age in
two steps.

First it raises the normal retirement
age to 66 by increasIng the age for full
benefits by 2 months per year for 6
years, so that the proposal would be
fully effective beginning with those at-
taining the age 66 In the year 2009.

In other words, the change n age
would not be fully completed for some
26 years.

The phase-In would begin at age 62.
We retain that 62 level of early retire
ment. It saves 0.42 percent of taxable
payroll. Keep In mind that we must
save or raise 0.68.
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The second stage does this: It raises
the normal retirement age from 66 to
67 by increasmg the age for full bene.
fits by 2 months a year for 6 years so
that the proposal would be fullyeffec-
tive beginning with those attaining
the age 67 in the year 2027.

The phase-in would begin with those
at age 62 which commenced in 2017.
This second step saves 0,26 percent of
payroll.

Another part of the amendment is
that the age 62 benefits would be
maintained at an ultimate rate of 70
percent of full benefits fully effective
after the age for full retirement is
changed to 67. There will be no
changes made in medicare or SSI. And
last, the amendment requires the Sec-
retary, by January 1, 1986, to conduct
and submit with recommendations to
Congress a comprehensive study and
analysis of the implications of the
change in retirement age for those in-
dividuals affected by this change who,
because they are engaged in physically
demanding employment, or because
they are unable to extend their work-
ing careers for health reasons, may
not benefit from improvements in lon-
gevity.

Now, let me repeat, I would raise the
retirement age way In the future by
raising it 2 months per year starting in
the year 2000. The first stage would be
completed by the year 2009. In other
words, with 17 years In this century
and 9 years later, it would not be fully
effective for some 26 years in the
future.
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Thus anybody 45 years or above

would not be affected by this amend-
ment.

The second part of the amendment
raises the age from 66 to 67, and that
does not start until 2017 and it is not
made fully effective until the year
2027. Now with the 17 years in this
century and the 27 years that would
mean 44 years. Thus, my second stage
would affect a very small percent of
the present workiorce.

Now why should the Congress take
this step and why should the Congress
take this step In 1983? Let me mention
some of the points that I think should
be made today.

First, the social security program
faces a long-term deficit after the turn
of the century that is largely demo-
graphic in nature. Now Members
ought to remember that, it is substan-
tial. The deficit is over 26 percent of
program costs in the outyears and it
begins sooner than most of us think,
as income to the trust funds will begin
to fall below the outgo somewhere in
the years 2010 to 2015.

Now, Mr. Chairman, this shortage is
a demographic shortfall. Overall pro-
gram costs will remain fairly steady as
a percent of GNP. This long-time defi-
cit arises in spite—now In spite—of the
projection of real wage growth of 1.5
percent, of low unemployment of 5.5
percent, of low inflation of 4 percent,
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and an increase in the birth rate over
current levels.

The trustees of the social security
program are very clear about the
reason for this deficit, and I hope the
Members listen to this point: This is
the reason they cite for the deficit:
The number of beneficiaries will be in-
creasing faster than the number of
workers; it us demographic and we
should remember that.

Now, while we cannot forecast with
total accuracy, we would have to have
very, very substantial changes in these
projections to eliminate the deficit in
the outyears. Moreover, our young
people know that this problem exists.
They know that there are problems in
the program which exist, and they will
not have confidence in the system
unless they see a solution enacted
which addresses this four-square.

Second, the demographic impact on
the social security trust funds comes
not just from baby booms or from a
drop in fertility rates. Longevity has
increased dramatically in this century,
with most of the increases in the last
half occurring among the adult popu-
lation and not through lower Infant
mortality or other factors. More
people are living longer, and these in•
creases have occurred already across
the board among men and women and
among all races.

The gentleman from Illinois (Mr.
Miciui) made the point very well that
life expectancy has increased over 10
years in recent times, and we must
take that into account as we consider
the demographics of our program.

Three, the combination of demo-
graphic circumstances facing us means
that an increase in the retirement age
is inevitable. This Congress has al-
ready •gone on record many times
fighting age discrimination in employ-
ment. Once the baby boom is fully
adult there will be a slowdown in the
growth of the labor force, and it will
become ever more important to en-
courage individuals to work longer in
order to maintain overall national
growth.

Given the inevitability, and I say it
is the inevitability, the only fair route,
the only reasonable, responsible route,
is to make the change now so that in.
dividuals have full notice of what to
expect.

Now four, Mr. Chairman, any meas-
ure which seeks to address the long-
term needs of ocia1 security are going
to make some changes that have unfa-
vorable side effects. Raising taxes hits
hardest on the low income and conse-
quently on minorities and women, who
are often lower paid. Raising taxes
causes inflation. It hurts the little
worker more than anything that we
could do. Reducing the growth of
benefits by any measure or any formu-
la also cuts benefits which hit these
same groups just as hard. Only by rais-
ing the age are we making it clear that
we want individuals who can to stay in
the work force longer. And if they do
that then they will suffer no reduc-
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tion. My colleagues are going to hear
arguments later that our people who
retire early will have to suffer from a
reduction in their benefits and they
will impart to you the harshness of
that. I want to challenge those figures,
but I want to say to my colleagues at
the very beginning, those people who
stay on the work force will not suffer
reductions and thus that will not
apply.

The responsibility of the Congress
here today is to look down the road.
We can sit here and continue to cut
benefits and raise taxes, or. we recog-
nize the future and make the kind of
change that will rekindle the confi-
dence in this program by shaping it to
what the future holds down the road.

Now, Mr. Chairman, there is nothing
sacrosanct about the age 65. I think
we would probably all agree it was a
proper age when it was started back in
1935. But it does not mean that auto-
matically you can never tamper with it
or change that age. The social security
program already offers benefits at dif-
ferent ages. Those alternatives and
those options are available now. Right
now, today, our program offers bene-
fits without any test of retirement
after age 70.

Second, it offers retirement benefits
at many different levels between the
ages of 62 and 70.

Third, if offers benefits to widows
and widowers at age 60. And fourth, it
offers benefit to disabled at any time.

Those are options available now.
Now, Mr. Chairman, my amendment

does not change any of those options
and the argument that we would take
that away is just not a valid argument.
All these benefits will be continued to
be offered. The difference is that we
are slightly altering the amount so
that those who do stay in the work
force longer will receive no reduction
whatsoever. And that is a key factor.
And we are seeking the concrete infor-
mation we need to continue to provide
the kind of protection appropriate for
anyone who cannot stay In the work
force longer.

We put in the amendment, which
has the support of the administration,
that we are going to require the Secre-
tary of HHS to submit to the Congress
within 3 years an analysis and a plan
to put into effect to recognize those
people who have any kind of occupa-
tional disability so if they cannot
profit by longevity they can at least
retire.

For instance, a coal miner in West
Virginia might certainly qualify, and
we want to take that into considera-
tion. Or any manual type of labor that
shows that individual's body might be
unable to perform at age 62.

Mr. Chairman, we do not have the
option of not making changes, the
House must make changes. The
former National Commission on Social
Security recommended raising the age.
The President's Commission on Pen-
sion Policy recommended raising the
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age. A majority of the most recent Na-
tional Commission on Social Security
Reform recommended raising the age.
A clear majority of the Ways and
Means Committee, both Democrat and
Republican, have recommended rais.
ing the age. This is not a partisan
matter. It Is not a Republican or
Democratic matter. I would remind
the House that I am the one who
started the proposal of raising the age
and I did that over 2 years ago. And as
a Democrat I want to make it plain
•that we are not playing politics; we are
not being parUsan at this point.

Now then there may be a temptation
to vote on no amendments because
some may view that as a safe route.
But let me tell my colleagues, the only
way to play it safe Is to do the right
thing and that is to raise this age pro-
spectively in the future. We must re-
store confidence In this program. We
must go about it in the cleanest and
'the clearest way possible. We must tell
the people plainly that we are meeting
the needs of the future. And we must
give them notice of what Is going to
come about. Their confidence will
depend In great measure on how we
handle this long-term deficit.

The bill we brought before you
makes many changes and it does solve
two-thirds of the long-term deficit.

Now, Mr. Chairman, we must choose
which route will we take. Your choices
are simple. You can vote for the meas-
ure that is in the bill that reduces
benefits and raises taxes. Or, you can
vote for the Pepper amendment that
raises taxes entirely. Or, you can go
the Pickle route which raIses age in
the future and does not raise taxes. I
think my proposal is the preferable
one. It Is the time to do it.
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I conclude by saying this to you.

This Congress, whenever we get into
difficulty with social security, is going
to do whatever Is necessary. Mr. Chair-
man, we know that. If we are asked to
raise taxes or to cut benefits, we will
do that. We will measure up, I think,
In some respects; but we.may not have
a chance in this lifetime to do the re-
sponsible thing about raising the age,
and raising that age Is absolutely In-
evitable. Now s the time. If we miss
this chance, we will end up in the
future just raising taxes. I do not
think the American people want that
or will stand for it.

I hope my party does not stand for
it. I hope the majority of this House
will recognize that we ought to in.
crease the age as we have outlined,
and I earnestly solicit your support on
this amendment.

Mr. SHANNON. Mr. Chairman, I
yield such time as he may consume to
the gentleman from New Mexico (Mr.
RIc1usoN).

(Mr. RICHARDSON asked and wa
given permission to revise and extend
his remarks.)

Mr. RICHARDSON. Mr. Chairman,
I strongly oppose Congressman PICK-
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LE's proposed amendment to HR
1900, the Social Security Act Amend-
ments of 1983, which would increase
the age at which a person could retire
with full benefits, from age 65 to 67.
The hard, cold fact is, this amendment
calls for a cut in benefits for future re-
tirees. Although supporters of the
Pickle amendment claim that it is only
logical to increase the retirement age
due to the increased life expectancy of
the average American, they ignore
some important facts.

Longer life does not necessarily
mean better health during later years.
Due to rising costs of health care, the
health of the elderly may actually
worsen. Raising the retirement age
would devastate those individuals who
are unable to work beyond age 65 due
to a lifetime of work in hard physical
jobs. Additionally, it is the blue collar
worker who already receives the small-
est benefit. To further reduce their
benefits would be unconscionable. A
worker who had lost his job or is
unable to work beyond age 65 due to
poor health, will be extremely unlikely
to find employment at an advanced
age.

This amendment would also have an
extremely adverse effect on women
and minorities. Although women are
living longer, their disability rates are
on the rise. Older women would find it
especially difficult to find employment
due to the double burden of• sex and
age discrimination.

Minorities account for 60 percent of
the population of my district In New
Mexico. An unfortunate fact is that
minorities have a substantially shorter
life expectancy than other Americans
do. In essence, this amendment asks
minorities to pay into the social secu-
rity system their entire life, with the
likelihood that they may never receive
benefits.

Mr. Chairman, I urge you and the
Members of this body to vote against
the Pickle amendment as a violation
of the promises that have been made
to the American public. Let us make
sure that Americans will be able to
retire *ith security and dignity at a
reasonable age. Although Congress-
man PEPPER's amendment will require
a small tax increase in the year 2020
should the economy remain weak, it is
a compassionate alternative to the
Pickle amendment for solving the
long-term deficit of social security.

Mr. SHANNON. Mr. Chairman, I
yield myself such time as I shall use.

Mr. Chairman, I rise today in strong
opposition to the Pickle amendment.

The idea of increasing the retfre-
ment age has some superficial appeal.

But I hope today we can strip away
the mythology and look at who is af-
fected by such a change.

KABSHE5T IMPACT ON THE MOST VULNERABLE
BENEFICIARIES

Increasing the retirement age would
be a major benefit cut for America's
most vulnerable senior citizens.
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The Pickle amendment would end

up cutting benefits by 12 to 14 percent
compared to current law.

The Pickle amendment Is designed
to force people to stay in the work
force longer—regardl€ss of whether
they are able to continue working, and
regardless of whether there are any
jobs.

This amendment assumes that most
people are able to work longer than
they do now.

This is not the case.
Survey after survey shows that a

great many people, perhaps 2 out of 3,
retire—not because they want to—but
because of: First, poor health; second,
mandatory retirement; third, lack of
skills; and fourth, job loss.

According to the National Center for
Health Statistics, as many as 30 per-
cent of early retirees retire due to ill
health and have no choice In their re-
tirement decision.

Increasing the retirement age for
these people would not keep them In
the work force longer. It will simply
cut their benefits. And what will they
be able to do about it? Nothing.

Look at the numbers.
Two-thirds of the savings from the

Pickle amendment come from cutting
benefits for early retirees—not from
workers staying on the job longer.

Instead of spreading the burden of
the long-term solution evenly over all
social security beneficiaries, the Pickle
amendment heaps it onto the backs of
those least able to carry it.

Those affected most harshly by the
Pickle amendment include low-skilled
blue collar workers, minorities, and
women.

Low-skilled and manual workers per-
form more physically demanding
work.

If manual and blue collar workers
have health problems, they are more
likely than other workers to retire
early. A lot of these people cannot
keep working up to age 67. Do you
want to vote to cut retirement benefits
for these people who are already hurt-
ing? Then vote for the Pickle amend-
ment. But if you agree that these
people already have enough problems,
vote "no."

This proposal would also hit hard on
minorities and women. Mixwrities
would be hurt because they are much
more likely to have their ability to
work limited by health problems in
late middle age. The job market tends
to close up on them as they get older.
And they often engage In more phys-
ically demanding work. ThLk about
it—white or black—would you like to
have to keep your job as a heavy la-
borer until you are 67—just so you can
collect a reasonable social security
check?

And under the proposai, women
would get the same bad deal. Women
have a higher incidence of chronic ill-
ness than men. Do we want to penalize
them for this' If we do, the Pickle
amendment Is a good way to do it.
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And remember too that these are

the very groups least likely to have
private pensions. They would not have
other sources of retirement income to
make up for this cut in their social se-
curity benefits.

The more you look into this, the
more clearly you see that the Pickle
amendment is much more than a
benefit cut. It is just plain unfair and
inequitable. It hits the most vulner-
able beneficiaries the hardest. It says,
"We do not care whether you can
physically keep working or not, we are
just going to slice back on your retire-
ment."

COPAP1SON BgrWEEN T COXMITTEE BILL
AND TIlE PICKLE AMENDMENT

There is a much better way to go. It
is the committee bill as proposed.

The coinniittee bill reduces benefits
across the board for all beneficiaries—
regardless of their benefit level or
work history, health, or when they
plan to retire.

The reduction for people who retire
at age 62 will be 5 percent when the
bill is fully implemented.

Compare that to the Pickle amend-
ment which would cut age 62 benefits.
It would take them from the current
level—80 percent of full benefits—to
70 percent of full benefits. When fully
implemented, the Pickle amendment
will cut benefits by 12 to 14 percent
compared to current law.

WRONG MESSAGE TO YOtJNGER WORKERS

And the way the Pickle aniendrnent
cuts benefits sends the wrong message
to younger workers.

If the Pickle amendment is attached
to this bill, not only are we saying to
younger workers that they must pay
more in social security taxes. But we
are saying, "We are going to increase
your retirement age right after the
turn of the century.

"And we are going to increase it
again in the 2020's."

The Pickle amendment feeds right
into the fears of the millions of young
workers who believe they will never
see a social security check.

SThIILAR TO REAGAN APPROACH

Finally, Mr. Chafrman, the Pickle
amendment would cut early retire-
ment benefits in much the same way
as proposed by the Reagan administra-
tion n May 1981. At that point the
President said, let us take back bene-
fits from early retirees.

That was part of what caused the
national anxiety over social security to
get started In the first place.

And here we have the Pickle propos-
al, whose effect would be completely
consistent with those Reagan propos-
als.

If the public has spoken in a unified
voice on anything over the past few
years, they clearly opposed the pro-
posals of the Reagan administration in
May of 1981. By the same token, they
are saying that the Pickle proposal is
not the way to go.
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THE sOS COALITION OPPO5ES THE PICKLE

AMEThMENT

The 140 organIzations that make up
the Save Our Security coaiition—the
senior citizen, trade union, women's
civil rights, social welfare and religious
organizations—are unanimous in their
opposition to the Pickle aniendinent.

Let us listen to them. Let us look at
the numbers. Let us think about the
millions and millions of workers who
cannot keep working, and who now
would have to suffer the extra burden
of having their benefits slashed.

We have got the opportunity today
to put socia' security back together
again. Let us finish the job right. Let
us not balance the books on the backs
of the working people, on the backs of
farmers and miners and maintenance
workers and laborers.

I urge you to oppose this amend-
ment.

Mr. PICKLE. Mr. Chairman, will the
gentleman yield?

Mr. SHANNON. I am happy to yield.
Mr. PICKLE. I appreciate the gen-

tleman yielding. I am not going to try
to impose on the gentleman's time; but
the gentleman said that all the aged
organizations had recommended being
against the Pickle aniendment. I know
some of them have and we have
known that for some time.

I want to tell the gentleman that I
have a letter here from the AARP, the
American Association of Retired
People, which was listed as opposing
the Pickle amendment. I want to say
that that is incorrect.

The survey they made, they had dif-
ferent questions to ask. One was,
"Would you raise the benefit age to
68?"

And 34 percent of the AARP mem-
bership said yes.

Wben it came to cutting all future
benefits, only 12 percent said yes to
that; and to increase payroll taxes,
only 6 percent preferred that; so by
about 5 to 1 the AARP membership
would prefer raising the age over rais-
ing taxes.

Mr. SHANNON. Is the gentleman
suggesting that the AARP is support-
ing the Pickle amendment?
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Mr. PICKLE. I would say that they

do not oppose it. I do not think the
gentleman intended to say that they
would oppose the Pickle amendment.

Mr. SHANNON, I do not think the
AARP has taken a position in favor of
the Pickle amendment. I know they
have taken a position against the
whole bill, which is a position that I
disagree with strongly.

I think this bill is very important. I
think we have put It together in the
right way. I am afraid that if we adopt
the amendment offered by the gentle-
man from Texas we will be undoing
some of the good which we have done.
We make no kind of effort to try to
deal with this problem of early retir-
ees, so I urge everybody to oppose this
amendment.
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We are going to be back looking at

this problem many times between now
and the beginning of the next century.
If we are going to talk about raising
the retirement age, let us talk about
doing it the right way, a way that pro-
tects people who are forced into early
retirement, and let us not just cut
them adrift the way the gentleman
from Texas would suggest.

Mr. PICKLE. That is what I have
been telling the House: to do it the
right, responsible way.

Mr. SHANNON. Mr. Chairman, I re-
serve the balance.of my time.

The CHAIRMAN. The Committee
will rise informally to receive a mes-
sage.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Committee resumed its sitting.
The CHAIRMAN. The Chair recog-

nizes the gentleman from Texas (Mr.
Pxcx).

Mr. PICKLE. Mr. Chairman, I yield
3 minutes to the gentleman from Ar-
kansas (Mr. ANTHONY), a very valuable
member of our subcommittee.

(Mr. ANTHONY asked and was
given permission to revise and extend
his remarks.)

Mr. ANTHONY. Mr. Chairman, I
support the Pickle amendment to raise
the retirement age because I think
this is the best approach to put social
security on a sound financial basis for
the long run. You just cannot keep in-
creasing the tax rate to ball out social
security.

Of the solutions facing us for solving
the long-term financial problems—in-
creasing taxes, reducing benefits, or
raising the retirement age—I think
this is the best and fairest choice;

It is important to emphasize that
the raising of the retirement age will
be phased in in two stages. The first
phase, lifting the• retirement age to 66
will only affect persons who now are
under the age of 46. The second phase
which will lift the retirement age to 67
will only affect persons who are now
under the age of 29.

To have a balanced approach to solv-
ing the long-range financing problems,
we need some structural changes. I
think the Pickle amendment is a fair
structural change because it gives
ample notice to workers about the age
change, so that workers can take that
into consideration when preparing for
retirement.
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It Is also important to note that be-

tween 1940 and 1980, life expectancy
at birth has Increased by 12 years.
Moreover, longevity is predicted to in-
crease even further In the future.
Given this general increase in longev-
ity, an increase In the age of full re-
tirement b Inevitable.

The Pickle amendment aJso man-
dates a study of those occupations
that, because of the nature of work,
make it difficult, if not Impossible, to
work to the extended age. The study
will look at how disability can be rede-
fined to Insure that those workers are
treated fairly.

It is also important to note that this
action does not affect medicare or SSI
eligibility.

Finally, after holding 16 hours of
public hear1ns In the Fourth District
of Arkansas this year, holding hear-
Ings in 1981, publIshing two special re-
ports on this Issue, and my most
recent constituent questionnaire, I
find broad-based support among both
younger and older workers for raising
the retirement age.

Mr. SHANNON. Mr. Chairman, I
yield 3 nilnutes to the distinguished
member of the Committee on Ways
and Means, the gentlewoman from
Connecticut (Mrs. KENNELLY).

(Mrs. KENNELLY asked and was
given permission to revise and extend
her remarks.)

Mrs. KENNELLY. Mr. Chairman, I
am opposed to the Pickle amendment.
I was in committee, and continue to
believe it will Impact hardest on
women, low-skilled workers, and mi-
norities.

Raising the retirement age to 66,
and then 67, wIll reduce benefits most
directly for those who retire early. In
fact, a worker who retires at age 62 in
the year 2022 will suffer a 12-percent
reduction in benefits. Many workers,
especially women workers, have to
retire early. They are in ifi health,
they are worn out from low-paid dead-
end jobs. They may have spent a life-
time on their feet, not a lifetime of sit-
ting down behind a desk.

It is these workers who I think of
when I think about increasing the re-
tirement age. I do not believe we are
being fair to them, I think this amend-
ment treats them harshly.

There is much talk about the in-
creasing role of women in the govern-
ment process. Women retire at an ear-
lier age than men—age 62 retirement
In 1978—44 percent women and 29 per-
cent men—and receive a lower benefit
award in 1979—$406 for men, $270 for
women. Reducing the benefit level by
12 percent will force more elderly into
poverty, and onto we]iare. These souls
will most likely be women, because
women In most cases do not have a pri-
vate pension to fall back on, and may
have few additional resources to make
up for the cut we are imposing. Even if
a woman had the same resources as a
man, it Is a fact that women live
longer than men. So it is they who are
more likely to exhaust their resources
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over a lifetime. Finally, we all know
that medicare is in deep trouble. Rais-
mg the retirement age sets the piece-
dent for reducmg medicare benefits by
raising the age at which one qualifies
for health benefits.

For all of these reasons, I oppose the
Pickle amendment.

Mr. PICKLE. Mr. Chairman, I yield
5 minutes to the gentleman from
South Carolina (Mr CAMPBELL).

(Mr. CAMPBELL asked and was
given permission to revise and extend
his remarks.)

Mr. CAMPBELL. Mr. Chairman, be-
cause I believe we must not allow the
benefits of those who are dependent
on social security to be Interrupted, I
reluctantly supported the social secu-
rity reform package when it came out
of the Committee on Ways and Means.
But I submit to my colleagues that we
are still faced with the dilemma of
trying to save benefits for those who
are retired and we are still faced with
the dilemma of trying to assure bene-
fits for those who will one day retire.

We have not yet solved our problem.
Unless we resolve this conflict in a way
that people at home understand is
fair, we will be inviting the skepticism
and the anger of the young working
men and women of this country who
are being called upon to pay a higher
and higher share of their paychecks to
support the benefits that have in-
creased faster than the wages that
they are making.

I want to make that point again: We
are asking them to pay more to sup-
port benefits that are going up faster
than their wages are going up.

Social security is an income transfer
program. Recognize it for what it is.
The payroll taxes a worker pays today
are used for the benefit checks of
those who are retired. We used to have
16 workers working for each retiree,
and now we have about 3. That is part
of the reason that social security taxes
have risen from $347 a year maximum
in 1970 to $2,170 this year, and a pro-
jected $4,600 before the end of this
decade—$347 to $4,600 in a short
period of time. That is an eno-rnous
tax increase.

A worker paying into the system
over an entire lifetime who retired last
year contributed, at the most, $14,67.
That worker will get back everything
paid in within 18 months.
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Compare that to a young person en-

tering the program today. That person
can expect to contribute some $335,000
at a maximum into the system and I
submit that it is quesionabe that
they will ever draw it back. That is
what we are faced with. We cart ask
owselves. do we really think t is fair?
Is it fair to ask this young person to
pay an even greater portion of his
earnings or her earnings when tn fact
the per capita income of those over
age 65 now exceeds the per capita
income of the rest of the population?
And those retirees who were 65 in 1980
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can expect to enjoy their retirement
for 16 more years.

That is good news. I think it is ex
trernely good news that people are
living longer. A male born in 1940,
when the social security program got
underway, had an expected lifespan of
61.1 years; a female had an expected
lifespan of 65.6 years. By 1980 that
was up to 69.8 years for a male and
77.7 years for a female. Do we know
anybody who wants to reverse that
trend? I do not. I think we have to rec-
ognize it.

By the year 2000, when the Pickle
amendment would go into effect, a
baby boy can look forward to 72.9
years aid a girl, 81.1 years. We do not
want to change that.

The Pickle amendment recognizes
this happy fact of life and eases the
age for full retirement benefits up by
2 months a year for those who are 62
in the year 2000 until it reaches 66 In
the year 2009. And then, after another
10 year, it is eased up to 67.

Those who wish to retire early will
still be able to do so with only an actu-
arial reduction. To those who question
the ability of citizens over 65 to stay
on the job, I say, "Look to the Halls of
Congress. Look to the Speaker. Look
to Senator THURMOND. Look to Mr.
PEPPEI." Let them tell me that they
cannot do it. Many of them can do it,
and many of them do do it. To those
who say they are forced out of the
work force, I say, "Look at the law."
We raised the age to 70 for compul-
sory retirement, not 65 or 62.

Mr. SHANNON. Mr. Chairman, will
the gentleman yield?

Mr. CAMPBELL. No, I will not yield.
I would suggest the gentleman use his
own time.

Mr. Chairman, I would not support a
drastic change for those who have
worked half their lives and who are
planning for their leisure years. The
Pickle amendment is not a drastic
change. That s the point. It is a
modest change, the concept of which
has been recommenderl by every major
study group and which, according to a
New Ycrk Times poU, had public sup-
port by a margin of 5 to 4.

Mr. Charrnan, the Pickle amend-
ment is an amendment which address-
es the longterm deficit. Let us ask
ourselves, thogh, the crucial ques-
tion. is it fair? That is the question we
have to lock t. ThIs amendment ad-
dresses the problem vithout asking
our children and our grandchildren to
,srific their qua1ty of life for ours.
This amendment is fair, and it merits
our support.

Mr. SHANNON. I yield 4 minutes to
the gertiemm from West Virgia
Mr. Wis).
Mr. WISE. Mr. Chairman, I rise in

opposition to the Pickle amendment. I
do so because I come from the State of
West Virginia, wh:ch is heavily labor
intensive—and in that respect it is no
diffeent than most other States rep-
resented here today—and a State
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where people make their living with
their hands and their backs.

I represent a State that has heavy
manufacturing, a large chemical in-
dustry, and, of course, above all,
mining, coal mining, which is probably
one of the most physically demanding
jobs In this country.

I cannot go home end tell people
that I supported an amendment that
says they have got to stretch It out 2
more years, that they have got to go
from 65 to 67, or, if they do take early
retirement, they will take early retIre-
ment at lesser benefit ratio.

How do I tell that to someone who
works a mile underground and who
lays on his back cutting coal In about 3
feet of space? How do I tell that to
somebody who suffers most likely
from black lung disease after 16 years'
exposure In the mines? How do I tell
that to someone who works in the
chemical Industry where everyday he
is encountering dangers we did not
know existed 20 years ago? Who knew
about asbestosl 20 years ago or 25
years ago?

I have a person on my staff today
who just retired from a job; he is 55
years old, and he has asbestosis. He
would not be able to continue. Can we
let him continue? should we tell him
he has to? These are those who work
in heavy physical labor and who work
ira other manufacturing jobs, those
who make their living with their mus-
cles and their backs as well as their
minds.

I am fortunate, I am In Congress. I
get to wear a necktie. That also means
that I do not have the physical strain
that many have. We have to appreci-
ate that.

I am also concerned because I do not
think we necessarily treat ourselves in
the same way we would treat others.
ConsideE, for Instance, the congres-
sional retirement system. -A Member
can, after 20 years, retire from Federal
service with full benefits or retire with
a high benefit ratio at the age of 60. A
Member may retire earlier, at the age
of 50 with a reduced scale of benefits.

Mr. PICKLE. Mr. Chairman, will the
gentleman yield?

Mr. WISE. I will wait until the con-
clusksn of my remarks, If I may, before
yielding.

So why is It good enough for some
but not for others?

I attended and held actually seven
town meetings, meeting with senior
citizens. What they told me was that
they would take the COLA deferral
and they would take the other bene-
fits, because that is In effect what
they ore, but we are raising the ante
now. I erplalned to them the short-
term package. I said that this will keep
us solvent until the year 2010, and
then there are some other possibili-
ties. But now we have come back and
we have raised the ante, and now we
are asking them to do what was un-
thinkable a year ago, and that is to
raise the retirement age.
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Mr. Chairman, I ask that the House

not send me back to my State and tell
them that we broke that bargain and
have now raised the ante.

I now yield to the gentleman from
Texas (Mr. Pxcs).

Mr. PICKLE. Mr. Chairman, I thank
the gentleman for yielding.

Under the present law a coal miner
In West VfrglnIa—or whatever the oc-
cupation It was the gentleman had In
mind—can retire at age 62. That is
provided. My bill makes no difference
in that.

The only difference In the slightest
would be that under present condI-
tions he would retire at 20 percent of
full benefits. Under my amendment it
would be 25, a 5-percent difference.

But the more Important thing that
we ought to remember. is this: my bill
requires the Secretary to give us a for.
rnula and a plan by which we can put
Into force these occupational disability
programs. My bifi gives the gentleman
what he Is wanting. If he takes the
committee version, he Is going to have
a reduction In benefits, we are going to
raise taxes, and he will get no relief at
all on disability.

Mr. Chairman, It seems to me that if
the gentleman wants to protect his
State, he should be supporting the
Pickle amendment Instead of doing
just the opposite.

Mr. WISE, Yes, but I am afraid what
happened is that that Is a little incon-
sistent with what that committee is
coming back with, and I know what
social security is doing with disability.

I have one final note. It does con-
cern me that while the longevity has
Increased and people are living
longer—.and I am glad to hear It—I do
not see them living stronger. What I
see is that people who have aged do
live longer, but they have the same
level or decreasing level of physical
ability.

Mr. BURTON of llfornia. Mr.
Chairman, will the gentleman yield?

The CHAIRMAN. The time of the
gentleman from West Virginia (Mr.
Wres), has expired.

Mr. SHANNON. Mr. Chairman, I
yield 30 addItional seconds to the gen-
tleman from West Virginia (Mr. Wiss).

Mr. WISE. Mr. Chairman, I yield to
the gentleman from California.

Mr. BURTON of California. Mr.
Chairman, I would like to associate my
remarks with those of the gentleman
in the well, the gentleman from West
Virginia (Mr. Wrss).

His point Is unassailably accurate.
There can be no doubt In the world
that extending the time for which a
social security beneficiary can receive
full benefits discriminates against
those who have had to spend their
work lives using physical and manual
labor. There can be no doubt about
this. There Is a roarIng inequality In
this preposal, and It ought to be re-
jected.

Mr. SHANNON. Mr. Chairman, I
yIeld 4 minutes to the gentleman from
Connecticut (Mr. RATCHFORD).
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(Mr. RATCHFORD asked and was

given permission to revise and extend
his remarks.)

Mr. R.ATCHFORD. Mr. Chairman,
for me and for many other Members,
this Is the crItical amendment. In fact,
the outcome of the vote on this
amendment will determine how I vote
on final passage of this bill.

We have heard the debate. There
are elements In the proposal that
some Members like and some do not
like. I do not happen to like taxation
of benefits, because of the precedent it
sets. I do not like a 6-month delay In
cost of living for 35 mIllion American
retirees. I do not like Including new
Federal employees, but that issue has
gone by the board.

There are other elements that I do
not like but that, unfortunately,
appear to be necessary. I do not like
accelerating the rate of taxation for
employers and employees, and requir-
ing the self-employed to pay more.

But there are proposals, Mr. Chair-
man, that I simply cannot support,
and, regrettably, they are contained In
the amendment before us at this time.
The long-term changes represent, I
think, a breach of faith with the
American worker because they repre-
sent a combination of a cut In benefits
and a requirement that the American
workers work longer, work to age 66,
work to age 67, or, as an option, face a
reduction in benefits.
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The Chair knows that I am the

former commissioner on aging in the
State of Connecticut, and I will tell
you, Mr. Chairman, whether It Is Con-
necticut or West Virginia, whether it
is Massachusetts or California, what
we are saying to many older workers
of the future, especially factory work-
ers, is that this Congress is prepared
to break faith with the older workers
of America.

Let me be specific: Say to an older
steelworker, whether it Is now or In
the year 2000, "Help out the social se-
curity system by working for 2 more
years," and they will tell you, Mr.
Chairman, whether It Is in steel or
copper or brass or textile or mining or
construction or trucking or maritime
or, yes, In a high pressured job In
many of the offices of America, "We
do not know If we are going to live to
age 67."

That Is not the way to go for any of
these older workers in the year 2007 or
2009. We are saying to them, "We are
going to shorten your life or reduce
your benefits," and these are no choice
options.

Mr. Chairman, there is another
option. It will be presented by my
good friend, the gentleman from Flor-
ida. He speaks for the older worker.
He expresses the concern for those
who will be older workers in the next
century, and they say to us, as a Con-
gress, "As the Representatives of the
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people, do not break faith with the
older worker."

For a small Increase In taxes, for a
minor adjustment In the rate sched-
ule, we can keep faith with the older
worker. We can allow them to retire
with decency and dignity. We can do
so without cutting their benefits.

As respectful as I am for the gentle-
man from Texas for the tough but
very compassionate job he has done, I
would say, in this Instance, his amend-
ment goes too far.

Before we vote to take away bene•
fits, before we vote especially to re-
quire factory workers or construction
workers to work longer, let us remem-
ber those workers and not go back to
them and say, "I am sorry, but I broke
faith with the American work force."

Reject this amendment. Support the
Pepper amendment. It is a better
amendment. It is an amendment with
compassion, commitment, and concern
that keeps faith with the workers of
America.

Mr. PICKLE. Mr. Chairman, I yield
3 mInutes to the gentleman from Ohio
(Mr. Ga&DIsoN), and I want to pay my
respects to him for the valuable work
he ha done on the Social Security
Subcommittee.

(Mr. GRADISON asked and wa
given permission to revise and extend
his remarks.)

Mr. CLINGER. Mr. Chairman, will
the gentleman yield?

Mr. GRADISON. I yield to the gen-
tleman from Pennsylvania.

(Mr. CLINGER asked and was given
permission to revise and extend his re-
marks.)

Mr. CLINGER. Mr. Chairman, today
Congress is faced with the monumen-
tal task of effecting a solution to the
years of neglect visited upon the social
security system. I rise In reluctant sup-
port of this package as the only alter-
native we have for_protecting the re-
tirement security of the elderly.

Because of our Inaction and partisan
political bickering that seems to have
domhiated this debate, we are faced
with a crisis situation that has forced
us to make some distasteful choices
which could have been avoided. Anierl-
ca's retired workers deserve more con-
sideration than this hastily put to-
gether hodge-podge of proposals
before us today.

This bill will require some sacrifice
by virtually everyone, however, opti-
mistically speaking, it will guarantee
the system's solvency for at least 75
years and Initiates some long overdue
changes In the health Insurance
system on the provider level. That Is
why I support the Pickle amendment
as the fairest way to achieve that
guarantee. I do have one strong reser-
vation about this package and that is
the coverage oI new Federal employ-
ees by social security. In this matter
we would be well-advised to refrain
from tampering with their retirement
system. The civil service retirement
system is a healthily functioning pen•
sion system In its own right and I fear
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that restructuring it will, in the long
run, cause problems. for the social se-
curity system as well. I am not con-
vinced that the gradual merger of the
two systems will provide much more
than a quick Infusion of funds into the
system, moreover, we must not contin-
ue to Insist that Federal workers bear
the brunt of our inability to enact
reform.

But, under the rule we do not have
the option of considering better alter-
natives and so I will support this bill.

Mr. GRADISON. Mr. Chairman,
there is great concern in this House
about the proper balance between in-
creasing taxes and benefit adjust
ments as a means of putting social se-
curity back on the track. The short•
term package covering the balance of
this decade is heavily tilted toward
higher taxes. And I believe the public
will accept this. I am convinced the
public is willing to pay higher social
security taxes to save the system. But
that willingness to pay higher taxes is
not without limit. Relying on in-
creased taxes to solve the long-term
problem is bad economics and bad
politics. It will hurt, not help, social
security. It wiU weaken, not strength-
en, public support for the system.

Let us look at the worst case scenar-
io: Under the Pickle amendment, in
January, In the year 2027, a worker re-
tiring at age 67 wIll receive 14 percent
less In benefits than provided under
present law. This will apply only—and
let me stress this—only to workers now
age 23 or younger.

I do not know what other Members
are hearing, but what I hear convinces
me that the younger workers would
far prefer to accept an 86-percent
benefit than have the privilege of
paying higher taxes during most of
their working years, as the Pepper
amendment provides.

Outside of Washington-based lobby-
ists, I hind little oppositon to the
Pickle amendment. Is age 67 a reason.
able age for full benefits in 2027? It ac-
tuauy could be justified today.

For example, males who became age
65 in 1940 had an average life expec-
tancy of about 12 years. Today it is
about 14½ years, an Increase of 2½
years since the first workers retired
under social security. And much the
same point could be made about the
lMe expectancy of women.

At bottom, the issue is whether the
benefits under present law can ever be
modified. They can, and they have,
and the sky has not faUen n.

Over the last 2 years, the death
benefit, minimum benefit and student
benefit have been limited or phased
out by action of this Congress. The
agreed upon portion oI the bill before
us delays the July 1 cost-of-ilvlng ad-
justment until January 1, at a loss to
benefldaries of $40 billion over the
balance of this decade and far more in
later years.

The age adjustment recommended
by the gentleman from Texas (Mr.
PIcKI) deserves our support. It
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strikes a fair balance between present
workers who pay for social security
and former workers who receive the
benefits. And It gives ample advance
warning of the new ground rules to
younger workers.

Mr. Chairman, I urge my colleagues
to support the Pickle amendment.

Mr. SHANNON. Mr. Chairman, I
yield 3 minutes to the gentleman from
Wisconsin (Mr. OB).

Mr. OBEY. Mr. Chairman, I admire
the gentleman from Texas. He is doing
what he thinks is the right thing, and
I do not think anybody can argue with
that around here. I admire that in any
person. He thinks it is necessary to cut
early retirement benefits and to raise
the retirement age in order to keep
the social security system sound on a
long-term basis.

I suspect, frankly, that we will prob-
ably need both the Pepper amendment
and probably a]so, in the long term,
some increase in the age limit in order
to keep the social security system
sound on a long-term basis, because
my hunch is that the revenue gap in
this bill is probably understated, long
term. And I even would say that if the
Pickle amendment were confined only
to raising the age limit by a year or so,
I would probably vote for it, as well as
the Pepper amendment. But the prob-
lem is that the gentleman from Texas
gets a very large share of those reve-
nue-gap savings in his amendment by
reducing below the present law bene-
fits that people would receive in early
retirement.

Now, I do not want slackers to retire
early and live off the contributions of
other people Into the system. But I
would say, s have many other Mem-
bers on the floor today, that if you are
a steelworker, if you are working at a
coke oven, If you are a foundry
worker, I really doubt very seriously
you are going to last those extra 2
years. It Is true that there is an in.
crease in longevity, but I know of no
reliable studies that Indicate that
worker health years have extended
commensurately with that increase In
longevity.

So It seems to me that If we are
going to study the impact of the in-
creased retirement age on hard 1bor
workers, we ought to do it before we
lock Into the systen,. a higher retLre.
ment ge and not afterward, as the
Pickle amendment would do.

One of the previous speakers said,
"Look, we have Members in thk House
who are over 65 years, and they are
still in great shape." That Is fine. I
hope I am in good enough share to be
here when I am over 65. But I will te1
you something: If I had worked on a
wet machine in a papermill for 25
years. as I did for a year and ha1
when I wa going to college, I doubt
very serously I would b n shape to
continue t work until 67 and, very
frankly, given the pressures on us hi
this Job, I do not think we are going
to. either. 15 years from now.
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So I would simply urge the Members

to support the Pepper amendment and
to withhold support for the idea of
raising the retirement age at tnis time
until it is fixed up so that at least if
you are going to do it, it is dc.ne ciean-
ly. without reducing the becefits for
people who have to retire earli, and
until you have done these studies to
demonstrate what, in fact, the real
mpaot will be on woriers who are
having .a difficult time now making it
to age 65.

Mr. PICKLE. Mr. Chairman, I yield
3 Vs minutes to the gentleman from
Hawaii (Mr. EIEFrSL), who served very
valuably as a member of our subcom-
mittee previously.

(Mr. I1FEL of Hawaii asked and
was given permiscion to revise and
extend his remarks.)

Mr. IFrEL of Hawaii. My. Speak-
er, I think we all know that America,
through the social security system,
has clearly told all of the people that
we care about the elderly. But not-
withstanding that great care for the
elderly, we have certain problems in
the system, problems which were born
of promises upon which the system
could not deliver, well meaning politi-
cal promises which exceeded the abili-
ty of the system to meet its obligations
to its beneficiaries.

The first problem, obviously, is
fiscal, The second problem of great
concern to me is credibility, particular-
ly credibility among our people under
the age of 40, who say, "We are paying
into the cystem, we do not believe we
will necessarily have the system to
take care of us in our retirement
years."
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They believe that they are being

given plltical rhetoric instead of real
facts and a sound system that they
can depend upon. One of ti-ic things
we can do today is offer the peOple
under 40 a creditable long-term solu-
tion for the social security system.
Those over 45 are not affected by this
legislation.

As the gentleman from Wisconsin
(Mr. OBSY) very accurately pointed
out, these are ptimistjc projections. If
they fall short, as those of the past
hare, the people under 40 will have to
raise taxes just to meet this commit-
ment to the age of 67 by the year 2027.

And people who are now retired also
understand the problem. I would like
to read a letter to the Speaker of the
House of Rcpresentatjyes from the
American Association of Retired Per-
sons. ft reads as follows:

AIVIERICAN AssocrIoIV m
RETIRED PERSONS,

Washington, D.C., March 9, 1983.
Hen. Txcais P. O'NmLZ., Jr.,
arouse of Representatives,
Washington, D.C.
Ds Cowcusssais ONExu.: On March 8,

a letter was transmitted to YOU from the
Leadership Council of Aging Organizations
expressing the Council's oppositicn to Con-
gressman Pickle's Amendment. This amend-
ment proposes to raise the age for fun social

security benefits from the current age of 65
to age 67 on a phased-in basis beginning in
the year 2000.

Because of the critical nature of the social
security Issue for both current and future
beneficiaries, the American Association of
Retired Persons believes that it is essential
we clarify our position. AAPR'S name
should be removed from the Leadership
Conncils communication, as it does not ac-
curately reflect our stance.

Thank you for allowing us to clarify any
misunderstanding.

PETER W. Huonss,
Legislitive Counsel.

We must not continue playing poli-
tics with the Social Security system.
We must rebuild the faith of the
people in the system.

We can do that for Americans under
45 by voting for the Pick1e amend-
ment.

Thank you, Mr. Speaker.
Mr. SHAlflON. Mr. Chairman, I

now yield 2½ minutes to the distin-
guished gentlewoman from California
(Mrs. Born).

Mrs. BOXER, Mr. Chairman, I rise
to oppose the Pickle amendment,
which will mean an unfair and major
cutback in social security protection.
This cut will affect a large percentage
of workers who wish to retire with
their full benefits before age 57, work-
ers who need to retire before 67, work-
ers who deserve to retire before age 67.

Just like blue-collar workers, women
particularly will be severely hurt by
this amendment. Many more women
retire before age 65 now, and small
wonder, given the low pay and long
hours that unfortunately accompany
most jobs held by women.

The Pickle amendment asks these
women to either continue working and
suffer the consequences of iLl health
resulting from long hours of work at
an advanced age or take a 13-percent
reduction in their benefits for the rest
of their lives, The women of this coun-
try deserve better than that in their
old age.

Mr. Chairman, let us not turn our
children against their grandmothers.
If our grandmothers work until age 67
they are taking jobs away from the
younger generation. They do not want
to be forced to do that. -

The Pickle amendment means
taking the whole long-term social se-
curity soiiition out on those who can
least afford it. We can give bonuses to
those who want to wait until 67 to
retire, but we should not irce it.

Let us not turn generation against
generation. Let us not say that be-
cause some of us live longer we should
force many of us to wait longer to
enjoy that longer life.

This is a very critical vote and I urge
a "no" vote.

Mr. PICKLE. Mr. Chairman, I yield
3 minutes to the gentleman from Illi-
nois (Mr. Poarsul.

Mr. PORTER. Mr. Chairman, in
1977, the Congress compromised and
passed what was touted as the "final
solution" to the long, and short-term
funding crisis then facing the social se-
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curity system. As we now know, the
1977 amendments "fixed" the system
for only 6 years.

Unfortunately, the compromise now
before us may not last even that long.
Increasing taxes, including Federal
employees, and taxing benefits is no
answer to the social ecurity crisis.
Social security taxes are already too
high and even now increase labor costs
to a point that employment is being
discouraged. Including Federal work-
ers, whose pension system Is fiscally
sound, under the social security
system is a disservice to them and
could bankrupt the Federal retirement
system as well. In addition, this pro-
posal calls for taxing the benefits of
people who have worked long and
hard in the belief that benefits would
be tax-free. How can the Government
break that trust with the American
people?

The really sad part is that, with all
this damage, this so-called solution
will probably only get. the social secu-
rity system past the 1984 campaign as
an issue and will be right back into
crisis in 1985 when the Congress will
sell the American people another
spineless "final solution" to the con-
tinuing social security crisis.

If there is a ray of hope in this oth-
erwise unacceptable package, it is pro-
vided by my distinguished colleague
from Texas. At the heart of the long-
term financing problem facing the
system and the attendant politics that
intrudes itself into its solution is the
pay-as-you-go financing scheme adopt-
ed by the Congress in 193g. Sometime
soon we are going to have to do some-
thing to correct that and make social
securIty a vested program of individual
retirement accounts free from the po-
litical winds. In any case, tire problems
will be magnified over the next 75
years, when fewer active workers will
be paying taxes to support more and
more retirees. Currently, 3.3 workers
pay taxes to support 1 beneficiary.
After the post-World War U "baby
boom" generation retires, the ratio
will decline to 2 to 1.

Not only will there be fewer workers
to support the retirees; the rehrees
can be -expected to enjoy much longer
lives. In 1940, males were expted to
live to 61, females to 65. males
can expect to live to 59 and fmaus to
77. In the year 2000, expeetahor,s for
males and females will be 72 and 81.
Up to now, the Congress has been un-
willing to recognize these facts and
have the courage to take the ory logi-
cal step needed to address long-term
insolvency and to avoid the economic
rigidity that excessive social security
taxes entails.

But today we have an opportunity to
address this issue, and it my hope that
my colleagues will join me in support
of the Pickle amendment. Although I
could not support quickly or precipi-
tously increasing the retirement age, I
believe that the Pickle amendment's
gradual and prospective increase in
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the retirement age is equitable to
future retirees by accounting for their
Increased life expectancy and the clear
trend for Americans to be productive
longer. I commend my colleague from
Texas for his genuine and honest ef-
forts to repair social security logically
and fairly for all Americans.

Mr. SHANNON. Mr. Chairman, may
I inquire of the Chair as to how much
time I have remaining?

The CHAIRMAN. The gentleman
from Massachusetts (Mr. SI1ioN)
has 34 minutes remaining, and the
gentleman from Texas (Mr. Picxxi)
has 28½ minutes remaining.

Mr. SHANNON. Mr. Chairman, I
yield 6½ minutes to the distinguished
member of the Ways and Means Com•
mittee, the gentleman from Georgia
(Mr. Fowi).

01540
Mr. FOWLER. I thank the Chair-

man.
Let me say at the outset that I sup-

port the bill as proposed by the Com-
mittee on Ways and Means, on which I
serve.

I want to say to the gentleman from
Texas (Mr. Pic) my subcommittee
chairman, that were it not for his per-
sonal persuasiveness, his abifity to ne-
gotiate from principle, and his dedica-
tion to a sound and solvent social secu-
rity system, I do not believe this bill
would be on the floor. He Is to be com-
mended for his leadership. I want to
tell him that as one American I am
thankful for that leadership over
many, many months now.

I had signed a letter in support of
the amendment offered by the gentle-
man from Texas (Mr. PICKLE), which I
hope will show that I have no aca-
demic problem or opposition to sup-
porting an increase In the retirement
age. But upon close scrutiny of the
amendment, I have found that it both-
ers me and I think should bother all of
us, If we adopt a national policy that
would penallze those people who are
physically Incapable of working past
age 62.

Under the present law as we all
know, if a worker retires at age 62, he
or she receives 80 percent of their
benefits. If the Pickle amendment is
adopted, in the year 2006, there will be
a reduction from 80 percent to 75 per-
cent down to 70 percent in year 2027
on a sliding scale for those who choose
to exercise the option of early retire-
ment.

I do not know what the correlation
Is between living longer and the ability
to work longer. I suspect with all the
studies that we have had there is no
definitive answer.

But I also suspect that as our society
moves away from an industria1 base
and more and more toward the long-
heralded information-computer soci-
ety, that there will be less and less po-
litical support for those people who
have worked with their hands and
their backs and for whom any retire•
ment age Is a race against time to
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achieve any reward short of their ce-
lestial one.

There is a third alternative to the
Pickle or Pepper amendments and
that Is the committee's proposal. We
have a slight revenue surplus in this
bill. We have a mixture of benefit
points to taxation which I believe to
be fair and that is why I support our
proposal.

And I would urge, based on fairness,
solvency, and integrity of the social se-
curity system, that we reject both the
Pickle amendment and the Pepper
amendment and support the bill as
crafted by the Subcommittee on Social
Security and by the full Committee on
Ways and Means.

Mr. PICKLE. Would the gentleman
yield?

Mr. FOWLER. I would be happy to
yield to the gentleman, Mr. Chairman.

Mr. PICKLE. I appreciate the gen-
tleman's concern. As I told him in ad•
vance of the presentation of this
amendment when I talked to him per-
sonally we have put a proviso in there
in an attempt to say to the Secretary
we want him to give us a definition of
occupation disability so that those
people who cannot take advantage of
longevity can indeed have some pro.
tection If they retire at an early age,
perhaps even as early as 60.

We do not take away any options
they may have today under present
law. What we are doing is not reducing
benefits nearly so much as the chart
has been shown. We are trying to pro-
tect the very people that the gentle-
man indicated he wants protected. He
has a vaild concern. That Is why we
put the amendment in this bill.

Now, under the committee bill that
he has recommended or pointed out,
there is no help for him in that area.
It Is a reduction of 5 percent In bene-
fits, it is a tax raising of 0.24. You are
not only raising taxes, you are cutting
benefits 5 percent and that is the same
amount that my amendment would do
if they retired, with age 66, at the
early age of 62, so actually you are
better off under my approach, which
recognizes the need to act In this area.

Mr. FOWLER. I say to my subcom-
mittee chairman in responses to his
comments, under present law, if you
retire at age 62 you get 80 percent of
benefits. Under the Pickle amendment
after the year 2006 you would eventu-
ally drop down to 70 percent of bene•
fits. I say to you that a study of what
we should do for those people who fall
from 80 percent to 70 percent, for
whatever reason and for whatever cat-
egory, is Just that, a study.

Mr. PICKLE. If the gentleman
would yield further, keep In mind, Mr.
Fowi.n, we only reduce 5 percent at
age 66. that is all. That Is little differ•
ent from what the committee bill does;
that is, the committee version does in
the reduction of their benefits.

Mr. FOWLER. Will the gentleman
give me a couple of minutes here if we
keep this going?

Mr. PICKLE. I wish I had time.
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Mr. FOWLER. I want to make part
of the RECORD excerpt from the report
of the Select Committee on Aging on
early retirement. "Why Men Retire at
Age 62," whose conclusions are, among
many, °The Incidence of permanent
wthdrawaI before age 62 ws greater
among blacks than whites." We do not
address that in our bill. "A large por-
tion of very elderly wlthdrawees
before age 62 lack adequate income.
Labor force separation was involun-
tary for the large majority. The
health of most very lder1y
withdrawees was not good and a large
proportion died within a few years of
withdrawal."

Until we cai answer the question of
how we deal with the least of these
our brethren who are forced to retire
because of health at age 62, I say we
should await this mandated study
before we answer the great charge of
when we allow Americans to retire
without penalty under our Nation's
social security system.

I thank the gentleman from Massa-
chusetts and my chairman.

Mr. PICKLE. Mr. Chairman, I yield
2 minutes to the gentleman from
Georgia (Mr. Jiicns).

(Mr. JENKINS asked and was given
permission to revise and extend his re-
marks.)

Mr. JENKINS. Mr. Chairman, I rise
in support of the Pickle amendment.
As I listen to the debate, the very
peQple who are so concerned about the
possibility of raising the retirement
age to 66, some 30 years down the
road, have no compunction whatsoever
in imposing upon those workers 25
years from now a rather substantial
increase In taxes.

Now, let me say this to my col
leagues: How much of a tax Increase
are we talking about? How much of a
tax bite are we willing to vote on the
young people today who will be work-
ing 25 years from now? Let us take a
self-employed person: Under the
Pepper amendment, the tax will go to
over 16 percent, one-sixth of total pay-
roll. If you are earning $36,000 a year,
you will be paying $6,000 per year
under social security, In addition to
your income tax.

Mr. PICKLE. Did I understand
those figures correctly? What figure
did you say?

Mr. JENKINS. One-sixth or 16 per-
cent

Mr. PICKLE. How much would an
individual be paying more?

Mr. JENKINS. If you earned $36,000
you would be paying $6,000 per year.
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If you are earning $30,000 per year,

you are willing to vote today to say
thoe people 25 years from now will be
paying at least $5,000 per year before
they even pay any Income tax. While
people are very willing to stand up and
say I shall never vote to increase the
retirement age to 66 even though it
does not bother people in the work
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force today, you have no hesitation
whatsoever to impose upon that gen-
eration 25 years from now a tremen-
dous taxload.

I urge my colleagues to support the
Pickle amendment.

Mr. SHANNON. Mr. Chairman,. I
yield 3 mInutes to the gentleman from
California (Mr. RoB), the chairman
of the Committee on Aging.

Mr. ROYBAL Mr. Chairman, I
think that one must point out the fact
that the Pickle amendment Is not part
of the compromise that. was presented
to the Congress of the United States.
But If adopted by the Congress, the
entire burden of solving the predicted
long-range financing problems will be
heaped on the old and the infirm, the
least able to support themselves.
Those beneficiaries are already paying
a heavy price due to the delay In the
COLA which affects present and
future beneficiaries. The taxation of
benefits will affect up to half of all
beneficiaries by the end of this cen-
tury, simply because taxation thresh-
olds are not indexed.

The Pickle amendment would add
another real cut which would affect
all people 45 years of age and under.
People who have been In the work
force paying taxes for 25 or more
years will be told that they will have
to choose between delaying their re-
tirement and receiving fewer benefits.

I believe that the true position of
those 45 years of age and under was
clearly articulated before the Select
Committee on Aging just yesterday.
We were told by younger people of
their personal hardship. When they
were In their twenties they were able
to get up with great vigor and go work
in the fields, in the factories, or in the
shipyards of this Nation. They did
admit that it got a little bit harder
when they were in their thirties, still
harder when in their forties, and hard-
est of all in their fifties at a time when
they were starting to think about re-
tirement. Yes, they told the commit-
tee, it is very difficult to get up In the
morning and work in those menial
hard jobs. Why, they ask, does the
Congress want to increase our retire-
ment age?

What they said to the committee
and to this House is very clear. We do
not believe they said that Congress
has the right to sentence millions of
Americans to 2 more years of hard
labor. That Is exactly what we are
doing if we pass the Pickle amend-
ment. We are telling millions of
Americans the cream of our working
force, not professional white-collar
workers, not professors in our univer-
sities, but the vast majority of our
work force who labor in our factories,
mines, farms, and sweatshops, that
they will be forced to wait 2 more
years before retirement.

For those who are able to delay re-
tirement for just 1 year this represents
a 7-percent cut In lifetime benefits on
the average. But It Is a cut for women
and a much greater cut for lower
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income groups and minorities due to
shorter life expectancy.

If social security retirement is de-
layed, private penslons--which provide
income to only 25 percent of male re.
tirees and to only about 20 percent of
older women—could be expected to
follow suit, The result would be that
great groups of older people who are
unable to work would be deprived of
both s©cil security and private pen-
sions,

Mr. Chairman, we have a superior
alternative to be considered later. This
alternative, to be offered by the gen-
tleman from Florida, would solve the
longrun funding problems without
need to cut benefits.

Arguments In support and opposi-
tion to all of the options were present-
ed at a hearing of the Select Commit-
tee on Aging, which I chaired yester-
day. Witnesses from Congress, aging
organizations, labor, and women's
groups argued In favor of the Pepper
amendment because:

It does not cut benefits for current
workers who are our future retirees.
One-third of the elderly hover near or
below the poverty line. If future bene-
fits are reduced, tomorrow's elderly
will be even worse off than today's;

ft does not unnecessarily burden mi-
norities, women, and those who must
retire early because of health prob-
lems or employment difficulties;

And, It does not disrupt the basic
compact between the Government and
the people.

The Pepper amendment Is clearly
the best alternative we will be present-
ed with today, The others represent
significant cuts In benefits which work
severe hardships on retirees,

Raising the age of eligibility for
benefits, as proposed by the gentle-
man from Texas, would result In re-
duced benefits for the three-fourths of
the population who retire before age
67. Workers with low income, minor-
ities, women, and those In physically
demanding jobs would be devastated
by this proposal.

Again, I urge you to vote against the
Pickle amendment and to vote for the
Pepper amendment. Only the Pepper
amendment will restore faith In social
security and will bolster the American
public's trust In their Government.

Mr. PICKLE. Mr. Chairman, I yield
2 mInutes to the gentleman from Cali-
fornia (Mr. MATsUI), who has been an
excellent member of our subcommit-
tee.

Mr MATSUX, Mr. Chairman, I
would like to speak In very strong sup-
port of the Pickle amendment. To
some extent the debate we are engag-
ing In at this particular time Is irrele-
vant since what occurs will not happen
until the year 2000 and beyond.

But I would like to present a few ar-
guments why I think the Pickle
amendment Is the way to go rather
than the committee version or the ver-
sion that will be coming up for an
amendment shortly.
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First of all, the work force will only

be two employees for every retired in-
dividual as we get into the year 2000
and beyond. We will probably need
more Individuals In the work force as a
result of that and we can use those
able-bodied senior citizens who will
remain in the work force if we Increase
that age of retirement.

Second, as the gentleman from
Georgia (Mr. Fowi.sa) said, we are
moving away from a heavy industry
base to a high technology-service econ-
omy. And that being the case, more
people will be able to stay In the work
force longer, more people will be able
to work longer and enjoy their senior
years as working productive citizens of
our country.

Third, I think most people are mis-
taken in the debate on this issue.
There are many senior citizens who
are obviously very concerned about In-
creasing the age of retirement. But we
might just point out to them that they
are not going to be affected by this
debate, The debate will be among
those Individuals 45 years and youn-
ger, that is, those In the work force
today and people like my son, who Is
about 10 years old. That is where the
debate actually is.

And I do not think that we should
put a burden upon the children of the
future by the so-called Pepper amend-
ment which will cost 8 percent or more
of payroll if that Is adopted. I think
we should stand up and say that we In
this generation are going to be willing
to suffer the burdens of social security
rather than passing that on to the
young people of today.

Mr. SHANNON. Mr. Chairman, I
yIeld 2 minutes to the gentleman from
Minnesota (Mr OSERSTAR.)

(Mr. OBERSTAR asked and was
given permission to revise and extend
his remarks.)

Mr. OBERSTAR. Mr. Chairman,
make no mistake about It, a vote for
the age 66, 67 retirement Is a benefit
cut. It Is a vote to cut benefits for
those workers. That is plain and
simple what It Is.

Ask the widow at age 60 if she can
live on $300 a month. Ask a worker at
age 62 if he can live on $375 a month,
or $350 a month. It cannot be done.
Ask any worker who is in the work
force now how much longer he or she
wants to work. Oh, yes, this Is a good
deal If you have a job that Is indoor
work and no heavy lifting. It Is all
right If you have a comfortable job
that uses perhaps a little brain power
but does not debilitate your body.

Ask my father. Twenty-sIx years In
an underground iron ore mine, 14
years in the open pit. Standing out on
the ore dumps In 35 below zero weath-
er, jacking track, ask him how much
longer he wanted to work.

I asked him that years ago. I said:
"Dad, you are 6, you are at a point
where you do not have to worry about
layoffs, with your seniority you are
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working day shift steady now. Why do
you want to retire?"

He said: "I am not going to stand out
here and freeze my — off in this
winter weather for another 3 years
until I am age 65." He would not want
to work another 5 years at that age
either.

And neither do the people who are
in the work force now at age 45 doing
lousy routine work on an assembly
line, day after day. It is debilitating.

Use a little commonsense. We do not
need to do this injustice to people who
are in the work force today to make
them work all those years longer. Ac-
tuaily what will happen is thousands
of people will die before they ever get
to enjoy their retirement at age 66 or
67. This amendment is not going to
save social secunty; it will be an n.jus-
tice to millions of workers who will be
forced, unnecessarily, to spend add.t-
toinal years in the work force.

I urge a no vote.
Mr. PICKLE. Mr. Cbairman, I yield

2 minutes to the gentleman from Ohio
(Mr. Oxi€).

(Mr. OXLEY asked and was given
permission to revise and extend his re-
marks.)

Mr. OXLEY. Mr. Chairman, my hat
is off to the gentlemai from Texas. I
think this s clearly our only opportu-
nity in this Congress and perhaps for
many, many Congresses to come to
make a long-term solutrnn to the
social security shorfa1i.

This is the opportunity that many of
us have been waiting for for a long
time and I certainly hope we do not
have a replay of 1977, when so ny
people followed the actions of the
Congress, when the promises were
made that we solved the problem well
into the 21st century, and yet we are
here about 6 years later debating
again the problem of sociai security
funding.
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I support generally the bill that

caine out of the committee, but the
long-term solution is before us and ba
sically it is a choice of two things. Do
we want to continue on the path of
tax and tac and spend and spend in
social security, or dO we want to make
a legitimate reform in the system?

Currently, Mr. Chairman, 25 percent
of the people In this country are
paying more In social security taxes
than Lhey are paying in income taxes.
I do not think I have to remind any-
body about how regressive the social
security tax system is. The same
people who would ask for more social
security taxes In many cases are the
same people who oppose regiessive
taxation; yet that is what we are faced
with today, the Pepper alternative.

Mr. Chairman, I am not so sure what
the magic age of 65 waa or why it was
chosen by the Congress back then.
Perhaps it was in response to the Bis-
marck Social Security Plan in Ger-
many. We do not know; but the fact is
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there was not necessarily anything
magic about that age 65.

We have to recognize tunes have
changed, that people are living longer,
they are more productive; so I ask that
this statesmanlike approach by the
gentleman from Texas be approved.

The CHAIRMAN. The time of the
gentleman from Ohio has expired.

Mr. PICKLE. Mr. Chairman, I yield
30 additional seconds to the gentleman
from Ohio (Mr. OxiY).

Mr. OXLEY. Mr. Chairman, there
was a song back in the 1960's known as
"Ball of Confusion", and the lyrics
said, "Politicians say more taxes will
solve everything * * and the band
played on."

Mr. Chairman, I think we have
learned from our past mistakes. Let us
support the Pickle axnendment and
make a long-term change in the social
security structure.

Mr. SHANNON. Mr. Chairman, I
yield 2 minutes to the gentleman from
Pennsylvania (Mr. HAiuusoN).

(Mr. HARRISON asked and was
given permission to revise and extend
his remarks.)

Mr. BARRTSON. Mr. Chairman, the
arguments for and against this amend-
ment have been well and concisely
stated, before the social security com-
mission. in the Ways and Means Com-
mittee and here on the floor, by know-
ledgable and dedicated Members of
this House. But, for me, the most per-
suasive argument was voiced, unknow-
ingly, by a lady I met during my cam-
paign. It was in a dress factory in
Mount Cannel, Pa.

She was an attractive lady, with sil-
very hair and a cheerful disposition..
She told me how much she was look-
ing forward to retiring the following
year when she would become 62.

Since she did not look her age and
seemed to be in good health; I asked
her why she was so eager to retire.
She replied that 44 years was enough.
She told me that she had come to
work in that very factory immediately
after graduating from high school at
the age of 18. And every year since
then, week in and week out, she had
worked in the same location, on the
same floor of the same factory; 44
years was enough, and she was pre-
pared to accept lower benefits to put
an end to the daily monotony that her
life had become.

Mr. Chairman, if 44 years is enough.
47 years certainly is. That is the total
working life of someone who begins at
18 and labors until they are entitled to
retire at 65.

I cannot say to the working men and
women of this country, under the age.
of 40, th&t for them 47 years is not
enough and that they must work for
48, or 49, before they are entitled to
retire on the benefits they have
earned.

The working men and women of this
country, at least since this Govern-
ment began to recognize its social re-
sponsibilities 50 years ago, have la-
bored with certain expectations.
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Among the expectations to which they
have become accustomed, if not enti-
tled, are reasonable working hours, a
fair wage, safe working conditions,
equal employment opportunity and
the justifiable belief that, when the
time comes, whether because of physi-
cal infirmity, economic recession, or
the simple desire to enjoy a well-
earned rest, the means will be availa-
ble for them to leave work at a reason-
able age and still enjoy a decent stand-
ard of living.

I think that this amendment violates
their trust that after long years of
work, they will finally be rewarded,
however modestly, by a system inth
which they have been paying, in most
instances for their entire working
lives, at a time when their minds and
bodies tell them it is time to step
down.

The proponents of this measure say
that the impact of this provision will
not take effect for many years, that
between now and the year 2000, medi-
cal science will assure us of longer and
healthier lives, and that there is noth-
ing, therefore, magic about the age of
65. They may well be right, and .1 sin-
cerely hope that they are. I hope by
then that we have conquered heart
disease, the scourge of cancer, and the
needless debilitations caused by occu-
pational hazards and diseases.

If so, and I look forward to that
time, an amendment such as this
might deserve serious consideration
when a major overhaul of the social
securit-y system again comes before
this body—rn another 75 years.

But until then, I believe that we
must look to the future in a maimer
that is tempered by the realities of the
present. Well-meaning promises and
overly optimistic projections of future
developments have a way of unravel-
ftig, as any senous observer of thi8 ad-
ministration's supply-side economic
theories would quickly acknowledge.

The proponents of this amendment
point out that workers will, of course,
retain the option of retlñng at zge f2,
with reduced benefits. They try to
downplay the fact that reduced bene-
f its received by early retirees would be
even smiiUer under the provisions of
the Pickle amendment than they an
tinder the terms of the bill reported
out of committee. It would be difficult,
if not impossible, for all but the
higher incone members of the work
force to exercise this so-called option,
and these most in need of the benefits
of the sytern would be economically
unable to enjoy its benefits.

if it is our desire to keep me and
women in the work force longer, and
paying into the system longer, then we
ought to accomplish this by enticing
them through incentives such as in-
creased payments to later retirees,
rather than by moving the retirement
age ahead, a little bit now, perhaps
more later, and who knows how far
ahead the next time we perceive prob-
lems in the system.
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Mr. Chairman, I have listened care-

fully to the words of this debate and I
have tried to weigh the arguments for
and against this bill. I say to the
House that I—and I suspect that I am
one of many—want to find a way to
support this bipartisan compromise,
which is the product of so much effort
by so many able and distinguished
public servants.

But I must say, Mr. Chairman, that
if this amendment pa$ses—and if 2t is
not superseded by the one which foF
lows It—it will become extremely diff 1-
cult for me to support the bill.

Mr. PICKLE. Mr. Chairman, I yield
2 mInutes to the gentleman from Ca1i
forni (Mr. ST1).

(Mr. STARK asked and was given
permission to revise and extend his re-
marks.)

Mr. STARK. Mr. Chairman, I rise In
support of the Pickle amendment
knowing full well that people may say
this is a benefit cut. I promised not to
cut benefits and this amendment is
not a benefit cut for those over 40
years old.

You might say it Is a benefit cut for
my children but I can look my son in
the eye and say, "It s a benefit cut
from what you may have received. But
the benefit gains that this same Gov-
ernment has given you, win outweigh
the future changes. You my son, will
not have the same onerous work con-
ditions that the gentleman from Min-
nesota's father had In that mine be-
cause of new work rules and b&cause
of OSHA.

"We paid for that with Federal
money and your work will be safer and
you will live longer because the gentle-
man from California, Mr. WAXMAN,
who heads the Subcommittee on
Health has done so much to make
health better In this country you will
have a healthier work life, and we paid
for that benefit with Federal money.

"So while we may ask you to work
for an extra year or two under better
conditions, our whole society will have
a better retirement, because with Fed-
eral money we have created housing
and many other benefits for senior
citizens."

I do not think that you can talk
about benefit cuts without talking
about the many benefit gains that we
have voted. Year after year we have
had deficit spending to provide for our
young people. I think we can ask ev-
eryone to understand the need to raise
the rmai retirement age.

I ee1 that this body in supporting
the Pickle amendment keeps faith
with the senior citizens who will not
be asked to retire any earlier. For
those younger who are enjoying the
benefits that this body has provided in
the way of outstanding programs, I
can state I have kept faith with you as
well.

This Is a very small step back, but
we have balanced that with great ad-
vances in so many other areas. I there-
fore ask your support.
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The major problem facIng social se-

curity in the next century is not eco-
nomic and it Is not the overall size of
the program, which will remain fairly
stable as a portion of GNP. Mr. Chair-
man, the major problems facing social
security in the next century are demo-
graphic, and I believe that calls for a
demographic solution.

X am not alone th thinking that we
need to gradually raise the age of re-
tirement m the next century. Both the
(former) National Commission on
Social Security and the President's
Commission on Pension Policy recom-
mended increases In the retirement
age for social security. Likewise, a ma-
jority of the Natona1 Commission on
Social Security Reforni recommended
alleviating the long-term fiscal prob-
lem by graduaily increasing the age of
retirement.

Specifically, I support the Pickle
amendment for a number of reasons:

First, as I have said this proposal
represents a demographic solution to a
demographic problem.

Currently, 3.2 workers support each
beneficiary. Once the baby boom gen-
eration retires, the best estimate is
that there will be only two workers to
support each beneficiary. If those pro-
jections are modified to reflect con-
tinuation of current birth rates, as has
been done by the Census Bureau, even
fewer workers than expected will actu-
ally be supporting each beneficiary.
This means that younger generations
will be expected to pay significantly
higher taxes to support the system in
the 21st century. A grdual increase in
the normal retirement age will certain-
ly lessen the need to place a heavier
burden on workers,

I might add that if there Is a change
in demographics—if iainiies start to
get larger, if families return to having
children at a younger age—then some
Congress in the 21st century will have
the opportunity to reassess the situa
tion and keep the retirement age at 66
or 65.

Second, the ability of senior citizens
to continue working has increased and
will continue to do so. I recognize that
the demands of certain occupations
may continue to make earlier retire
ment both desirable and necessary in
some cases. The disability benefits
program can be improved to provide
cash benefits and medicare to those
between age 62 and the higher normal
retirement age who, for reasons of
health, are unable to continue work-
ing. Rowever, those turning 65 in the
21st century will live longer and will
be potentially far more productive
than those currently turning 65.
Therefore, raising the retirement age
to 66 by the year 2009 and to age 67 by
the year 2027 should not prove a hard-
ship.

Third, older workers will be in great-
er demand in the future. It is signif i-
cant that attitudes toward senior citi-
zens in the workplace have char ed. A
recent survey of pension plan spnsors
conducted by CIGNA Corp., a.d the
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Employee Benefit Research Institute
revealed that most plan sponsors sup-
port older workers staying active
longer. As a result the older worker
will find a positive response to his or
her participation In the work force.

Fourth, even with eligibility shifted
to age 67 in the year 2027, It is esti-
mated that the average retired person
would enjoy benefits for a longer
period than did his or her parents or
grandparents. Thus we are in no way
shortchanging beneficiaries by raising
the normal retirement age.

Lastly, I support the Pickle amend-
ment because it calls for a realistic
program to phase In an increase In the
normal retirement age. This propo 1
gives workers a minimum of 26 year
to adjust their retirement plan, wbe
we will begin the phase-rn in the 'ear
2000.

Mr. Chairman, I would like to make
one other observation as a Representa-
tive from a State which has been
swept with the fever of a tax revolt
and tax limitation movement. So far,
there are very few complaints about
social security taxes and the burden
that they place on younger workers.
But I do think that there is a breaking
point at wh. h we could provide fertile
ground for s.'me future Howard Jarvis
in his twenties or thirties to argue
that the Vxes are too high that two
workers t support one retiree is too
much, and that we should break this
social compact. I do not know where
that breaking point is, but I think we
should be willing to leave to some
future Congress the decision to tax
themselves in order to maintain the
age 65 benefit point. We should pre-
pare our children for the possibility of
change—for a higher retirement
point—then if our children want to
retire at 65, they can choose to tax
themselves to maintain that position.

In closing, Mr. Chairman, this
amendment will solve the long-term
funding problem without reducing
benefits or placing further burdens on
the working population. I hope my col-
leagues will see the merits of this pro-
posal and realize we must solve demo-
graphic problems with demographic
solutions.

Mr. SHANNON. Mr. Chairman, I
yield 3 minutes to the distinguished
chairman of the Subcommittee on
Health and the Environment of the
Committee on Energy and Commerce',
the gentleman from California (Mr.
WAXMAN).

(Mr. WAXMAN asked and was given
permission to revise and extend his re-
marks.)

Mr. WAXMAN. Mr. Chairman, I
found the comments by my colleague,
the gentleman from California (Mr.
STARK) surprising. If this Is the basis
upon which we would support the
Pickle amendment, I think we ought
to give it close scrutiny, because the
gentleman seems to be suggesting that
the Congress through all sorts of wel-
fare safety laws, we have guaranteed



H1058
that people are going to have a safer
workplace and that generally people
are going to increase year after year
with better health.

I wish this picture were true, but we
see right at this moment the Environ-
mental Protection Agency disregard-
ing its responsibilities to protect us
from exposure to very hazardous
chemicals. We see the breakdown in
the last 2 years of many regulatory
programs that have tried to give us a
safer workplace. We see an increase in
many thseases.

I have to assume that the rosy
future described by my friend and col-
league from California may not occur.
Under the Pickle amendment, we ask
people many years from now to take a
benefit cut because they will be early
retirees, presumably by choice. We
ought to ask, who are these people
who choose, so to speak, to retire
early?

Well, I think we can make certain as-
sumptions about those early retirees
in the next century, based on who the
early retirees are now. The early retir-
ees are those who aze not able to work
axiy longer because of health reasons,
often because of jobs that are very,
very difficult and demanding physical-
ly. The early retirees are people who
have no job at all because they face di-
ficulties in their elderly years in find-
.ing an employer who wifi hire them.
They tend to be women. They tend to
be low income. They tend to be minor-
ities and these are the people who will
bear the benefit cut if the Pickle
amendment is adopted. That, I believe,
is tin fair. It is unfair to them because
they are the ones who do not have
extra pension benefits and savings
upon which they can cushion their re-
tirement. They are the ones who are
going to be asked to take the benefit
cuts and they are the ones who are
going to be hardest hit by this benefit
cut.

It seems only fair to me that we
ought to ask those who are working to
pay for nd carry the burden for those
who during their working years paid
into tile fund. I will therefore support
the proposal that will be soon offered
by our colleague, the gentleman from
Florida (Mr. PEPPER) which will in-
crease the taxes paid by those who can
best bear paying those increa,ed taxes,
those who are in fact working.

I ak you not to think of early retir-
ees as people with whom most of us in
these Chambers usus]iy associate—
middle-class professionals who have a
private pension or private means.
Think of those early retirees who are
the people who have broken their
backs working in the hard labor jobs
who have seen the toll it has taken on
their health and who must quit work
at an earlier age than 67. Do not turn
your back on them.
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Mr. PICKLE. Mr. Chairman, I yield
minute to the gentleman from Texas

(Mr. HANCE).
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(Mr. HANCE asked and was given

perimssion to revise and extend his re-
marks.)

Mr. HANCE. Mr. Chairman, I rise in
support of the Pickle amendment and
I commend the chairman of the sub-
comrnitte on the outstanding job that
he did.

I think the thing that we have to
look at and the group that we have to
think about, the grandchi]dren and
the children that would be self-em-
ployed and would get st'apped with
that 16.3-percent payroll tax. I guar-
antee you, they cannot pay it. If you
are talking about Over 16 percent on
payroU taxes, plus your income taxes,
you are talking about taxes that will
be very hard for young people to swal-
low and believe that there is going to
be a sound social security system. I
think that is the thing we have to look
at.

The gentleman from Massachusetts
<Mr. SHANNON) has pointed oit, and I
think properly so, that there are those
who are in physically tough jobs, but
we can take those exceptions and take
care of those in some way, and Con-
gress will. But the other thing we have
to look at is the long-r,pnge effect, and
I think without this amendment we
will not be fixing the program. The
social security system would not have
the support that it has had in the past
unless we adopt the Pickle amend-
ment.

My support of this bill was the
result of assurances that an amend-
ment would be made in order that
would solve the long-term financial
problems of social security without
further increases in the payroll tax.
The Pickle amendment gives us this
opportunity. I understand the con-
cerns of Mr. PEPPER and I commend
him on his work on behalf of our older
Americans. I can understand how this
compromise reform package contains
items he would prefer not to see in it,
like the COLA delay. There are items
in the compromise package that I
would prefer not to se in it, too, like
the tax increases for the self em-
ployed. We both have had to accept
the compromise in order to present to
Congress a package that not only
would resolve the funding problems of
social security, but would distribute
the financing burdens in as fair a
manner as possible.

This bill was not an easy one to
draft arid it i11 not be an easy one to
implement. It requires hard choices by
each one of us in Congress and sacri-
fices by every Anerican—od and
young alike. I strongly object to the
tax increases in the bill yet realize
without them, proposals to reform the
system would have failed. We need to
protect the benefits of our elderly yet
in doing so should not break the backs
of the American worker.

While this bill is not perfect, it takes
necessary action to resolve the social
security crisis in a responsible manner.
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Mr. PICKLE. Mr. Chairman, I yield

4 minutes to the gentleman from Cali-
fornia (Mr. THOMAS).

(Mr. THOMAS of California asked
and was given permission to revise and
extend his rernrks.)

Mr. THOMAS of California. I thank
my subcommittee charman for yie1d
ing this time to me, and want to corn-
mend him for the job he has dori,
along with my ranking member, Mr.
CONABLE and the chairman of the
Committee on Ways and Means, Mr.
ROSTENKOWSIU.

Mr. Chairman, I think we ought to
confess at the outset that imperfect
people were trying to accomplish the
art of the possible on a package that
wa-s already two-thirds locked up.
When you examine that two-thirds of
the untouchable part of the package,
it was mostly tax increases and speed-
ups.

The solution to the shortfall in reve-
nue over the long term was left up to
us, and now we have moved the choice
for the long term to the floor.

In argument on the bill itself and on
this amendment, the record will show
show that we can stipulate that the
basic problem in the social security
system s structural and the reason it
is structural is because the American
people have changed. The profile of
our population has changed.

I have heard the test of fairness
used several times. I think we need a
plan that is fair to the youth, the
middle aged, and our senior citizens. 1
want to tell those people who want to
march under the Pepper banner, that
that banner reads, "We do not reform;
we just raise taxes," to those people
who want to march under that banner,
this gentleman says that that banner
is available any time, Next year, 10
years from now, 25 years from now, if
you do not want to reform, you can
always raise taxes. There is no struc-
tural change in the Pepper amend-
ment. Structural change takes time
and we have lost too much time al•
ready.

Under the Pepper amendnent we
are telling people that they are going
to get 40 years of increased taxes that
is not fairness.

The committee proposal for the
long-term funds a portion of it from
raising taxes, 40 percent, more taxes
on top of taxes. You could character-
ize 60 percent of the proposal demo-
graphic change since it embodies bene-
fit reduction. In other worth, w tU
our youth, "Pay more taxes and gt
benefit cuts when you retire" You call
that fairness? And wo gct3 ther
benefit cut? It is acrcss the hoard. it is
overklI. The dsab1ed get their bene-
fits cut. But they are not the problem.
The widows arid orphans of workers
ho die before age 62, they get their
benefits cut. They are not the prob-
lem.

The problem is that the American
peoples demographic pattern has
changed. The Pickle amendment s a
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demographic solution to a demograph- just political scale balancing between
ic problem. benefit cuts and regressive taxes. And

My colleague from California (Mrs. the way to start the process is by be-
BoxER) indicated that she was wor- ginning to phase medicare off the pay-
ned about the people who retire when roll tax and into the general fund,
their age reaches 67. That s 45 years with new revenue sources such as a
from now. That is a longer period of modest increase in the tax on hard
time than she has been alive, liquor.

My colleague from Connecticut If we begin this transfer of medicare
(Mrs. KENNELLY worried about the to the general fund between now and
lady who perhaps might have to retire 1988 when the large payroll tax boosts
at 62 in the year 2022 with a 12-per- for social security go into effect, we
ccnt reduction over current law. Year can avoid serious shortfalls in the pro-
2022 is 36 years after the study that is gram down the road—and without pre-
required in this amendment to deter- cipitous benefit cuts or regressive tax
niine what we do with those individ- hikes.
aIs who, through no fault of their 1 strongly support enactment of a
own, are forced to retire early. prospective payment system for medi-

The gentleman from Massachusetts, care, but the clear reality s that that
Mr. SHrrwow, clearly indicated, based reform alone will not solve the fmanc-
upon the percentage of those people ing problems of medicare. And if medi-
who have to retire early, that a major- care is not removed from the payroll
ity of people are not in that category. tax in the years ahead, the American
A majority of people retire early be. people will be faced with regressive
cause they want to, not because they payroll tax hikes for both social secu-
have to. rity and medicare that they cannot

The gentleman from Georgia, Mr. afford and will not stand for.
FOWLER, is concerned about the least Liberals and conservatives do not
of our brethren. We all are concerned agree on much of anything around
about the least of our brethren, but here, but both dislike payroll taxes—
we do not think the least of our breth- and for the right reasons. Liberals do
ren ought to drive the system. We can not like payroll taxes because of their
take care of those people without re- regressivity, and conservatives do not
quiring that the entire system be like them because of their impact on
structured to deal with this minority, small business. Both concerns are

If we combine the short-term com- valid, and both raise serious questions
mittee solution with the long-term about what has to be done for social
Pickle amendment, we produce an ac- security and its health care arm for
ceptable package, a package that is the long-haul.
fair, a package that is supported by Beyond developing ways to transfer
the chairman of the Committee on medicare to the general fund and
Ways and Means, the chairman of the reduce the growth of payroll taxes, I
Subcommittee on Social Security, and also feel Congress should be In the
a majority o the members of the full business of work promotion, rather
Committee on Ways and Means. than work coercion.

Support the Pickle amendment. The Pickle amendment coerces older
Make the total social security package people to work—whether or not they
an acceptable one. are physically able. What I believe

Mr. SHANNON. Mr. Chairman, I Congress should do is promote older
ye1d 2 minutes to the gentleman from worker productivity by developing new
Oregon (Mr. WYDEN). incentives to encourage older people

Mr. WYDEN. I thank the gentleman who want to keep working to do so.
for yieidlng this time to me. One of the first steps to take in this

Mr. Cha!rman, I rise in opposition to area is to change the outside earnings
the Pickle amendment, test, a bizarre discrimination which

First, I understand that we have got means that if an older person gets up
gun at our heads right now. We have at 6 in the morning and drives a milk

teen told that there are only two long- truck to supplement their retirement,
term alternatives, raising the retire- he or she hs to give up what they
ment age or raising payroll taxes. earn over $6,600 per year, but if they

Een though neither of these pro- rely on stocks and bonds and other
posals is to go int effect for decades, such sources for their livelihood. there
we are being asked today to opt Lor is no limit at ai.
one f two choices that most of us, Over the long term, we must return
and our constituents, feel uncomfort- to a discussio. ef true incentives for
able with. older people who want to keep work-

I think we .shoud reject this amend- ing that will encourage productvty
u'ent and in the months ahead pre- among a generation that !as made in-
pare 1egis1aton in two areas that will credible contributions t virtuafly
nuine1v address the long-tenii needs every aspect of our society. 11 we do'f roea security: not, we all lose.
F.r4, the gradual transfer of medi- Mr. Chairman, aU of us here today

c.re from the payroll tax into the gen- recognize all a! the hard work that
eral "rid; and went into putting this package togeth-

Second, work promotion, not work' er—and we appreciate it. But let uscoercion, also recognize that for the long-term
That way we can take up long-term strengthening of social security, thesolutio based on real ref cnn, not pot of gold is not yet at the end of the
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rainbow. We have just begun a mas-
sive undertaking, and when we finish
our work tonight, I think we need to
make clear to our constituents that ad-
ditional steps wifl be needed to insure
that 75 years from now, this country
has in place a retirement and hea'th
care systems that is truly just, fair,
and efficient.

Thank you, Mr. Chairman.
The CHAIRMAN. The Chair would

like to state that the gentleman from
Texas (Mr. PIc1LE) has 15 mlnutcs re-
maining, and the gentleman from
Massachusetth (Mr. SIINoN) has 15½.
minutes remaining.

Mr. PICKLE. Mr. Chairman, I yield
1 minute to the gentleman from Penn-
sylvania (Mr. RFrTER).

(Mr. RITI'ER asked and was given
permission to revise and extend his re-
marks.)

Mr. RITrER. Mr. Chairman. I come
from a district with steelworkers,
truckbuilders, truckers, cement work
ers, and other heavy manufacturing
industries. That is why I opposed the
administration's 1981 suggestions to
raise the early retirement age almost
immediately. Right now early retire-
ment is taken by a very large percent-
age of those who do the hardest
jobs, perhaps two-thirds or more. And
that is the way it will be starting in
the year 2000 and extending to the
year 2027. For these jobs, early retire-
ment will continue, But I think we
also need to recognize that the heavi-
ness of physical labor has declined
with the forward thrust of technology.
And In the next several decades, this
forward thrust will accelerate, further
supplanting heavy manual work with
machine work just like our jobs were
more physical 20 years ago, so they
will be less physical 20 years from now
and beyond. It Is shortsighted to
'extend, as some on this floor have
done, the physical component of
todays jobs into the technological en.
vironment of the year 2000 and
beyond without considering the
impact of technology. The Pickle
amendment does not discriminate
against those who will be engaged in
performing heavy physica1 work, as
they will not only continue to retire
early but will see the nature of their
jobs change.

If you are buying vegetables today, a
"Pickle" is a better buy than a
'Pepper."

0 1620
Mr. PICKLE. Mr. Chairman, I yield

2 minutes to the gentleman from Flor-
ida (Mr. GXEBONS).

Mr. GIBBONS. Mr. Chafrman, there
are not any good schitions to the prob-
lem we face, I think we need to start
discarding solutions and then see what
is left.

The first thing we need to do is to
understand that taxes under the bill
are already going to increase substan-
tially in the outyears. This will be an
added burden on every Individual in
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the work force. It will be an added
burden upon America In its competi-
tive position. So I would discard, first
of all, increasing taxes.

The second thing is that we do not
know what the future holds. We can
make some predictions about the
future, but our vision about the future
is much more clouded than our vision
of the past, 'particularly when we
think that we are looking as far for-
ward as we would have to look back-
ward to get back to 1939. Arid how
many of us can remember. when Hitler
invaded Poland?
• So our vision is clouded. We need to
prevent making mistakes. What we
should do now Is adopt Pickle, because
Pickle can be changed more easily out
in the future. If we make a mistake
with Pickle it will be much easier to
correct Pickle than Pepper. We may
have to adopt a little Pepper tax in
creases out In the future because we
may need more money than we have
anticipated.

Mr. SHANNON. Mr. Chairman, will
the gentleman yield?

Mr. GIBBONS. I only have 2 min-
utes at my disposal.

Mr. SHANNON. Mr. Chairman, if
the gentleman runs out of time, I will
yield him an additional minute.

Mr. GIBBONS. Fine. I yield to the
gentleman from Massachusetts.

Mr. SHANNON. Mr. Chairman, the
gentleman has just stated that it
would be easier to change the provi.
sions of the Pickle amendment than it
would be to change the provisions of
the Pepper amendment.

Mr. GIBBONS. The retirement age,
yes.

Mr. SHANNON. I want to make the
point that we are not deciding between
Pickle and Pepper.

Mr. GIBBONS. Well, we really are.
Mr. SHANNON. We are deciding be-

tween Pickle and what the committee
has done. I do not understand how the
gentleman can make that statement.
If we pass the Pickle amendment, then
all the pension plans and all the provi.
sions for retirement outside of social
security will have to be adjusted to
ratchet it up to a 66- or 67year-old re-
tirement age. We can always adjust
the tax rate again. We can always go
back and do that, and I am sure we are
going to go back and do that.

Mr. GIBBONS. That is exactly my
point.

Mr. SHANNON. But I think it is
going to be very difficult for us to go
back, if we make this decision today to
change the retirement age. So I dis-
agree strongly with the gentleman.

Mr. GIBBONS. Mr. Chairman, the
gentleman is making the point I want
to make, and that Is that it is much
easier to change the tax rate than it is
to change the retirement age, because
the closer you get to that retirement
age, the more people feel they will be
adversely affected. That Is going to be
a political problem that leaders in this
Congress in the years further out will
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have to face. That is really the dilem-
ma we have had for a long time.

So we can adopt Pickle now, and if
we make a mistake, it will be very easy
to change back to the present retire-
ment age.

The CHAIRMAN. The time of the
gentleman from Florida (Mr. GIBBoNs)
has expired.

Mr. SHANNON.' Mr. Chairman, I
yield 1 additional minute to the gen-
tleman from Florida (Mr. GIBBoNs).

Mr. GIBBONS. So, Mr. Chairman,
looking forward to the future, it will
be easier to address our problems if we
adopt Pickle now. As I said at the be-
gthning, I think we are going to have
to have a little Pepper as we go along
because I am not convinced that the
solution we have reached so far is
going to be the final solution, and I
would rather get a little closer to the
problem time and decide then whether
or not we need our Pepper tax in-
crease then or not. That Is essentially
my argument. So I would say Pickle
now and maybe a little Pepper later
on.

Mr. SHANNON. Mr. Chairman, I
yield 2 minutes to the distinguished
gentlewoman from Ohio (Ms. OAKAR).

Ms. OAKAR. Mr. Chairman, I thank
the gentleman for yielding some time
to we.

I just want to make a couple of
points. First of all, to me, the entire
legislation has some real problems, but
if the Pickle amendment Is adopted
and prevails, that is to me the death
knell of the legislation. I just want to
state that I have the greatest respect
for the gentleman from Texas (Mr.
PICKLE) but I certainly do not agree
with his amendment.

First of all, it pits the young against
the old. Are we telling our 20- and 30-
years-olds that it Is all right if we
retire at 62 and 65 under the social se-
curity plan, but they wifi have to wait
ultimately until they are 67? And
under the provisions, really what that
means is a loss of benefits to them.

In addition, there Is a lot of talk
about the Social Security Act of 1936.
I wish some Members would read the
report, because in the report it shows
that they were almost completely ac•
curate about the life expectancies in
the 1970's and the 1980's. They pro-
jected that people would live a lot
longer, and on that basis they brought
forward a program. So it is not true
that they did not expect people to live
longer. They did. It is in the report,
and they were brilliant in their projec-
tions.

If we are to make projections, how-
ever, there is no proof that men are
going to live a lot longer. The median
age expectancy of men is 68. Are we
telling the men in the year 2000 or
more that they wifi pay all of their
working lives into a system and collect
for just one full year? That discrim!-
nates against men, and, most Impor-
tantly, it Is blatantly discriminatory
toward women.
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In addition, I truly understand the

difficult task that the Committee on
Ways and Means had in presenting
this body with a comprehensive,
rational social security package that
does not place an unnecessary burden
on either social security contributors
or beneficiaries. I also believe that cer-
tain aspects of H.R. 1900 accomplIsh
the goals that the members of the
Ways and Means Committee set. I
commend the members of this Com-
mittee and the National Commission
on Social Security Reform for their ef-
forts.

However, I cannot deny that I have
strong reservations regarding core
issues. First, Mr. Chairman, I am dis-
appointed with the rule that was
granted on H.R. 1900. It appears
unfair that Members were not allowed
to vote separately on the issue regard-
ing Federal employees. I am not
asking that the provision be elimi.nat-
ed. I am asking why Members were not
provided a choice to delay implemen-
tation by 1 year. In 1 year, the Com-
mittee on Post Office and Civil Service
with the assistance of postal and Fed-
èral unions and administrative agen-
cies would have been better prepared
to formulate a supplemental civil serv-
ice retirement system. The statistical
data and actuarial projections that are
definitely needed to reshape a retire-
ment system would have been availa-
ble.

Without the choice, new Federal
hires will be mandated to pay 7 per-
cent of their pay into the civil service
retirement system and 7 percent in the
social security system. Members of
Congress will see 15 percent of their
pay going into both systems. Perhaps
Members will not miss the 15 percent.
New hires, whose average starting
salary is below $15,000, will feel the
loss. Federal employees will also be
looking forward to reductions in pay
in benefits as prescribed by the admin-
istration in its fiscal year 1984 budget.

I empathize with these employees
and only hope that we can formulate a
reliable supplemental system in the
short amount of time we were given.

The second area of concern that I
have affects present and future female
beneficiaries. We all know that the
package that Ways and Means psed
includes certain provisions that spe-
cifically address some of the prob1em
that women beneficiaries face; namely,
widows, divorced spouses, and disabled
widows. These low-cost measures will
assist certain women, and generally
women's groups seem to be plenseu
that the Ways and Means Committee
included those provisions. But, one
provision which allows divorced
spouses to draw spouses' benefits at
age 62 whether or not the former
spouse has retired will place n unnec-
essary burden on certain women be-
cause a divorce must have been final-
ized 2 years prior to receiving benefits,
effective in 1985. Basically, ii person
becomes divorced in 1984, he/she
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cannot receive social security bene-
fits—to which he/she is entitled—until
1986. What happens to the divorced
spouse who is not employed and needs
that monthly check to pay the bills
and support the family?

Coupled with the financial burden
that many divorced spouses will face
in the coming years is the threat that
all women feel 11 Congressman PICK-
LE's amendment, raising the retire-
ment age to 67, is passed. Generally
speaking women receive lower social
security benefits than do men. The
average female beneficiary only re-
ceives 3OO more than the national
poverty level. Wemen also tend to
retire early because of health related
reasons. If the Pickle amendment is
passed, our future female retirees will
not win. They will face low benefits,
perhaps placing them closer to or at
the poverty leveL They will be penal-
ized for leaving the work force early if
their health fails. They will have to
depend on assumptions that may not
be reaibed regarding the disability
system. Will the disability program be
able to provide protection for the
workers who will not be physically
able to work?

Can these future retirees also rely
on the assumptions that jobs will be
available? Statistics prove that women,
older women, are discriminated
against because of their age in more
cases than not. When they do face un-
employment, they tend to stay out of
the work force longer. Will these in-
equities disappear in 17 years? I would
like to think yes, but can we insure
that such changes will occur?

Can we also ignore the data which
shows that female mortality is declin-
ing, while disability rates are thcreas-
ing? Clearly, the cboiee seems obvious.
If we agree to the Pickle anendment
we will be subjecting a vulnerable
group of citizens to hardship. 1.1 we
agree to the Pepper amendment—in-
creasing the tax rate in 2010 by 0.53.
percent—we will be spreading out the
burden among all groups involved. It
has been estimated that approximate-
ly 43 percent of the cost will be as-
sumed by the beneficIaries and 43 per.
cent assumed b the contributors
undcr the provision of Senator Pep-

S amenc1ient. On the other hand,
if the Pickle amendment is adopted,
almost 76 percent of the burden will
fall on the beneficiaries—the group
that canrot guarantee themselves al-
ternative sources of income.

Unfortunately, I cannot support this
package if the Pickle amendment pre-
vails. The inclusion of the Pickl.e
amendment further threatens the se-
curity of our elderly. It places the ma-
jority of the financial burden on them
at a time when they will need the Gov-
ernment's support more than ever.
Coupled with my misgivings regarding
the Federal workers and women, H.R.
1900 does not accomplish what it is in-
tended to do. It does not insure secu-
rity to the future elderly of this coun-
try.
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Thank you, Mr. Chafrman.
We know that right now women re-

ceive notoriously lower benefits be-
cause of low wages, et cetera, and they
are the first ones to be removed from
the employment rolls. The Pickle
amendment clobbers women. It de-
creases their benefits, and their bene-
fits are already low.

Mr. PICKLE. Mr. Chairman, I yield
2 minutes to the gentleman from Cali-
fornia (Mr. SRVMWAY).

(Mr. SHUMWAY asked and was
given permission to revise and extend
his remarks.)

Mr. SHUMWAY. Mr. Chairman, 1
rise in support of the amendment of-
fered by the gentleman from Texas
(Mr. Picziz), and I wish to associate
myseLf with his remarks. The gentle-
tuan's amendment would gradually in-
crease the age of eligibility for full
social security benefits beginning at
the turn of the century.

Just ye3terday, the Select Commit-
tee on Aging, on which I serve, con-
ducted hearings on this cr1tci' issue.
During the course of those hearings,
excellent testimony was presented by
our colleague from California (Mr.
Thors) which coiiflrmed the need to
change the social security system so
that it refleets a very basic fact:
Americans are living, and producing,
longer.

This essential change in the pattern
of Americ living cannot be ignored.
Numerous advisory groups have rec-
orurnended increasing the eligibility
age over the past several years, includ-
ing the 1979 Advisory Council on
Social Security and the 1981 National
Commission on Social Security. As the
distinguished author of this amend-
ment no doubt recalls, the Ways and
Means Subcommittee on Social Secu-
rity considered an increase in eligibil-
ity age when fashioning the last major
social security amendments in 1977.
Even then, it was evident that, by the
year 2000, the number of Americans
over 65 years of age will have in-
creased by 36 percent. Continued life
expectancy for men 65 years of age
will be 3.5 years longer than in 1940,
while women will be able to anticipate
an additional 7.5 years. What is more
is that increased longevity will be ac
cornpanied by increased vigor. Ameri-
cans are not only living longer lives—
they are living healthier, more active
lives.

It is somewhat ironic to me that we
shou'd perpetuate an outdated and un-
reaHstic retirement age while at the
same time fIghting against age dis-
crirnination in the work force. Only
last year, the Equal Employment Op-
poitunity Commission threatcned to
file suit against my hometown of
Stockton, CaUf. unless fire!ighters and
law enforcement officers were permit-
ted to work until age '70. There seems
to be a great disparity between the ef-
forts of the EEOC and the dictates of
the Social Security Act. Elevating the
eligibility age would not only relieve
the burden on the social security trust
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funds—it would also help abolish the
vestiges of age discrimination in the
work force.

In short, increasing the eligibility
age would be of great benefit on more
than one front, and would have a posi-
tive effect on the social and economic
lives of older Americans. I strongly en-
dorse the language of this amend-
ment, and urge my colleagues to do
likewise.

Mr. SHANNON. Mr. Chairman, I
yield 4 minutes to the distinguished
gentleman from Missouri (Mr. GEp
HARDT) a member of the W&ys and
Means Committee.

(Mr. GEPHARDT addressed the
Committee. His remarks will appear
hereafter in the Extensions of Re-
marks.)

Mr. PICKLE. Mr. Chairman, I yield
4 minutes to the gentleman from ew
York (Mr. Co).

(Mr. CONABLE asked and was given
permission to revise and extend his re-
marks.)

Mr. CONABLE. Mr. Chairman, the
issue before us is whether social secu-
rity, a terribly sensitive and central in-
stitution, not just in the consciousness
of this body but in the consciousness
of the American people, can be re-
formed or if the only way in which we
can respond to cris1 s to raise Its cost
to the taxpayers.

In fact, if we cannot reform the re-
tirement age many years from now
then we are never going to be able to
reform social security at all. If we are
never going to be able to reform it be-
cause it is a social contract carved In
brass, then indeed that instttution is
going to be buffeted from time to time
due to the vicissitudes of the economy.

We must in fact be able to reform it
if it is to survive.

What we are suggesting is not some-
thing that abuses the social contract
because that is what we are talking
about. Instead, we are trying to create
a new social contract here with our
younger workers. We are saying to
them as your Representatives we
assume that you wo1d rather take
your chances on a somewhat later re-
tiremexit than to pay during the inter-
venin years even higher taxes which
will otherwise be necessary.

If asked in those terms, that is what
many would respond, and we must be
responsive not just to our older people
but to those younger workers - with
whom we are forming this new social
contract.

We cannot change the retirement
age on short notice. We can always
raise taxes on. short notice, and we
have demonstrated that time and time
again. If it is not necessary to have an
older retirement age some 20 or 30
years from now it s always possible
for the Congresses of the future, and
we cannot bind them, to back off. But
it is not fair for them to raise the re-
tirement age on short notice even
though demographics may demon..
strate that that is the thing to do.
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Now we have a terrible tendency in

thth body to cherthh the way things
are now and to defend the status quo.
In fact, there is nothing speculative
about the conditions of the labor force
after the year 2000.

They are going to have the post.
World War U baby boom moving into
retirement and the relatively low birth
rate of today will be moving Into the
labor force. Therefore we are going to
have a very difficult time trying to
maintain an Institution as sensitive
and as important as social security
unless we have planned carefully--not
speculated—but planned on known
facts.

These people exist. They are here
now. We know there may be many rea-
sons, Including longevity, including
psychological factors, including the
necessity that we will have to main-
tain our standard of living by using
the many talents of our senior citizens
for a longer period of time than we use
them now, to encourage some Increase
in the retirement age. I say this is a
perfectly acceptable and sensible thing
to do, provided we do not mislead
people.

If it proves to be unnecessary later
on, we can always back off. It th always
possible for us to rathe taxes at some
time in the future. But to build a tax
increase into the system now is to
signal an Institutional defeatism that
would be most Inappropriate for a rep-
resentative body like ours.

Mr. SHANNON. Mr. Chairman, I
yield myself 2½ mInutes.

Mr. Chairman, we come down to the
final moments of what I think will be
the most Important debate that will be
taking place on this floor today. We
have to face ft question and an thsue
that we are going to have to live with
for a food long time.

I would say to my colleagues this
whole business of trying to deal with
the long-term problem of social secu
rity is speculative to some degree. I
think we all agree that we wanted to
try and address it in some way or an-
other but anybody who goes home to
their consitituents and says these
numbers we are talking about today
are going to be the absolute accurate
numbers by which social security will
be governed for the next 75 years is
making a terrible mistake.

Thirty years ago we could not have
predicted 'what has happened to the
American economy in the past 30
years, and today we cannot look ahead
30 or 40 or 50 or 75 years and predict
with any accuracy as to what is going
to happen to our population, what th
going to happen to our economy, what
the rate of life expectancy is going to
be, and what sorts of problems people
are going to be facing in the future.
These are all unknowns.

Yet what we are saying is on the
basis of what we think might happen,
on the basis of what we think could
possibly happen, we are going to single
out one small segment of the popula-
tion, we are going to say to them
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whatever happens in the future, the
burden is going to rest on your shoul-
ders, the burden is going to rest on
those who do hard labor and are
forced to retire early.

We are very privileged to be Mem-
bers of the House of Representatives.
We are privileged because we are able
to serve our constituents and our
country. But we are privileged in an-
other way as well. We do not get our
hands dirty when we work. We do not
break our backs working to serve the
people. We do not have to worry about
doing labor that forces us into retire.
ment at 62.

Several people have referred to the
fact that we have many Members who
are 63, 64, 65, or 66. Ask yourself, can
you picture them putting up steel,
mining coal, breaking their backs in
farm labor? I cannot.

Think about the people you repre-
sent. Are we going to ask them to bear
all of the burden of the future prob-
lems of social security? I hope not.

Thth has been a fine package that
has been put together by the Commis-
sion, by the Ways and Means Commit-
tee; fine, because the burden of solving
the problem of social security is
shared. This amendment, if adopted,
violates that concept. It says we are
not going to share the long-term
burden, we are going to place it on the
little guy. We are going to place it on
those who cannot rathe their voices.
We are going to place it on people who
do the hard work in our society. And
there are going to be plenty of them in
the future.

I say if we do thth today we will
never undo it, we will never go back.
We will never remember, and they will
be the ones who stiffer. Let us not do
it. Reject the Pickle amendment.
• Mr. RUGHES. Mr. Chairman, I rise
in support of the Social Security Act
amendments we are considering on the
floor today.

Most of us would agree, I believe,
that this is not a perfect bill. Each of
us have some individual ideas on how
the package could be improved. It was
for that reason I voted against the
modified closed rule that prevented
further amendments. In particular, I
have serious reservations about several
of its provisions, most significantly,
the payroll-tax increases. These will
hit especially hard at the self-em-
ployed who are being increased from
9.35 to 11.9 percent.

My major concern, however,
throughout the months of debate on
the social security program, has been
to insure that promises made to those
working under the social security
system are no broken—that those
who paid Into the system will receive
the benefits they are entitled to, and
which they have planned for.

I believe that this bill, on balance,
keeps this promise, although I was dis-
appointed by passage of the Pickle
amendment. The increase in retire.
ment age provided for in that amend-
ment for those retiring after the year
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2000, does affect those now paying
into the system.

I have no objection, in light of in-
creasing life expectancies, to raising
the retirement age for those who have
not yet entered the social security
system. But to change the rules in the
middle of the game, for those who
have been paying into the system for
as long as 20 to 25 years with the ex-
pectation of retiring with full benefits
at the age of 65 is, I believe, unfair and
unfortunate. Twice I joined with many
of my colleagues to vote against this
provision. We lost that battle in the
House and we can only hope that we
can prevail in the Senate or in confer-
ence. For now, however, we must face
the fact that the crisis is upon us, and
this compromise does represent a
good-faith effort by all concerned to
put the social security system on a
sound footing for the years and dec-
ades ahead. Its defeat here would put
us right back where we were 1 year
ago, when the study of this urgent
subject was commenced by the Presi-
dent's bipartthan commission, and we
just do not have that kind of time left
to us.

As such, this bill achieves our basic
goals—restoring financial stability to
the social security system—without
jeopardizing the welfare of those who
depend upon social security for their
retirement, both now and in the years
ahead.

I believe, in short, that this is the
best bill we can write at this time, and
the Ways and Means Committee
should be commended for the compro-
mise it has brought to the floor. I urge
my colleagues to support this meas-
ure.
• Mr. McCURDY. Mr. Chairman, I
rise in support of H.R. 1900, the Social
Security Act Amendments of 1983.
'While this is not a perfect bill, it is a
fair and balanced approach to elimi-
nating present and projected deficits
in the social security trust funds. Fur-
thermore, its passage by this House is
urgently needed to restore public con-
fidence in the social security program
itself—a program that constitutes one-
fourth of the entire Federal budget,
and pays benefits to 36 million people,
1 of every 7 Americans.

Under this bill, which generally fol-
lows the recommendations of the bi-
partisan National Commission ap
pointed last year, everyone will bear
part of the burden of putting the
social security system back on a sound
footing: current beneficiaries, current-
ly covered workers and their employ-
ers, the self-employed, Federal em-
ployees, Members of Congress, and
other elected officials, higher. income
retirees, State and local government
employees, and employees of nonprof-
it organizations. But no one group will
be called on to sacrifice unfairly,

There are some problem areas, how-
ever, that must be addressed.

The Ways and Means Committee bill
proposes to make up part of the sys-
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tern's predicted long-term deficit
through a 5-percent, across-the-board
reduction In intial benefit levels, be-
ginning In the year 2000, and the re-
mainder through a tax increase.

Instead of this approach—cutting
benefits and raising taxes—I support
the amendment offered by the gentle-
man from Texas (Mr. PIcKLE) to strike
this provision, and substitute an in-
crease in the retirement age from 65
to 67, to be phased in gradually in two
stages between the years 2000 and
2027, I believe this is preferable to fur-
ther increases in the payroll tax,
which would only add to unemploy-
ment and inflation.

In addition, I regret that the parlia-
mentary situation under which this
bill has been brought to the floor pre-
vents us from debating and voting sep-
arately on the provisions affecting
Federal workers hired after January 1,
1984. I urge the Committee on Post
Office and Civil Service to act quickly
on legislation to create a supplemental
retirement program for these new
Federal workers. I comniend the com-
mittee for rejecting the administra-
tion's proposals to freeze wages and
reduce benefits for Federal employees
and retirees, and I am confident that
the Congress will continue to insure
the integrity of the civil service retire-
ment system.

As we strive to make social security
solvent, we must also consider those
persons who apparently are exploiting
the system. I continue to support sepa-
rate legislation to limit benefits for il-
legal aliens, foreign nationals, and
prison inmates.

Finally, we should Insure that un-
claimed social security benefit checks
are returned to the social security
trust fund, rather than to general rev-
enue. I hope that prompt action will
be taken on these issues.•
• Mr. FRENZEL Mr. Chairman, I rise
In strong support of the amendment
offered by the gentleman from Texas
(Mr. Piciax) to increase the retire-
ment age as a solution to the long-
term problems facing the social secu-
rity system.

As I stated earlier, we raised taxes
too high to support the social security
system in 1977. We are raising them
again today. Without the Pickle
amendment, we will be forced to go
back to the same well again. it is time
we stopped pumping that well dry.

The amendment raises the age of
normal retirement by only 1 year from
2000 to the year 2008. It raises the age
to 67 by 2023. This will give working
American people at least 25 years to
take the new retirement ages into con-
sideration In planning for their retire-
ments,

With the increases in life expectan-
cy, and the increase In the number of
older Americans choosing to keep on
working in many cases far past the age
of 65, the Pickle amendment makes
sense. We have retained the early re-
tirement age of 62. I urge my col-
leagues to support this amendment.s
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• Mr. GLICKMAN. Mr. Chairman, I
rise in support of the amendment of-
fered by the gentleman from Texas,
the chairman of our Social Security
Subcommittee. I do not do so with
great enthusiasm. I have not been an
advocate of increasing the retirement
age. Instead, X do so because I have
reached this conclusion based on what
I think are the realities confronting us
in terms of the long-term solvency of
the social security system and the le-
gitimate concerns of those who would
be affected.

First of all, let us consider the facts.
People are living longer and healthier
lives. That trend is certain to continue
over the next 50 years. In fact, this
Congress has recognized that reality
In earlier legislation generally raising
the mandatory retirement age to 70—
that is 3 years beyond the eligibility
age for full social security benefits in
the year 2027 under the Pickle amend-
ment.

Second, the amendment offered by
Chairman Praniz would have no effect
at all on individuals who are over 45
years of age today. It would raise the
retirement age less than a full year for
Individuals who are more than 40
years old today. It would not mean a
full 2-year increase except for people
born In 1960 or after; those people are
23 years old or younger right now. The
length of time before this provision
would begin to take effect is certainly
sufficient for people to adjust them-
selves to the fact that the general re-
tirement age will be a bit higher in the
next century. It is not an onerous
burden particularly since the amend-
ment sets in progress a study which
will serve as the basis for modifica-
tions in the program, if necessary, to
provide relief for individuals In phys-
ically demanding jobs or who need to
retire earlier for health reasons,

Third, the Pickle amendment ap-
peals to me because it eliminates the
need for doing two things none of us
relish but which would happen under
the committee bifi: Cutting benefits or
raising taxes.

By making this realistic, long-range
and gradual change in the eligibility
age for full social security benefits, we
will not have to make the effective 5-
percent benefit cut which the bifi
would require beginning in the year
2000. We would also not have to move
ahead with the tax increase that
would be required beginning In 2015.

None of these choices are pleasant;
in fact, the whole question we are
facing in this bill is less than pleasant.
I have come to the conclusion that the
Pickle option is the least objection-
able, the most realistic, and the most
reasonable from all perspectives. I
hope my colleagues will share that
point of view.

0 1640
The CHAIRMAN. The Chair would

like to state that the gentleman from
Texas (Mr. Piciu.s) has 6 minutes re-
maining, the gentleman from Massa-
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chusetts (Mr. SRANNON) has 5 minutes
remaining.

Mr. SHANNON. Mr. Chairman, I
yield 5 minutes to the distinguished
chairman of the Rules Committee, the
gentleman from Florida (Mr. PSPPER).

Mr. PEPPER. Mr. Chairman, a few
days ago the gentleman from North
Dakota (Mr. DoRc) and I were
making a video tape for him to send
back to his State. We were talking
about social security. Mr. DORGA said,
"The other day In my State of North
Dakota, I was approached by a lady
who said, 'Mr. Congressman, please do
not cut the benefits of those who are
going to retire at 62.' She says, 'I am
just praying that I will be able to
carry on for a few more months be-
cause I have arthritis so bad I can
hardly get out of bed in the morn-
ing." That lady, by the Pickle amend-
ment, if she retired at 62, would have
her benefits cut 12.5 percent. Is that
helping the system or the country?

What we come to decide now Is what
kind of a package we are going to end
with. We started with a magnificent
package. I say magnificent in Its over-
all comprehensive accomplishments.
There were parts of it that some of us
bitterly opposed. I never thought I
would vote to take away any part of
the COLA from the elderly people of
this country; I never thought I would
vote to tax any part of the social secu-
rity benefits of the elderly of America,
but I did, because I had no choice
except to vote for this package or to
vote against it. And by voting for this
package, In spite of the sacrifices I had
imposed upon the elderly, I was able
to confront them and say with pride
and confidence, "We have given you a
social security system that will be
sound and strong and stalwart and sol-
vent 75 years from now."

And if my amendment Is adopted
and this one Is defeated, then we can
also say to them, I think with great
pride, "And we have not cut your
social security benefits." That was one
of the reasons we were able to per-
suade the elderly to go along. You
have not been button-holed In the cor-
ridors by the elderly pleading with
you, "Do not do the things that this
package does to the elderly." They
thought In the long run we were doing
them a good deal.

Now, here at the very tail end, when
we are not dealing with the magnitude
of the problem, but only with the tall
end of It, at the utmost only a third of
the money that might be involved, we
are going to lose all the benefit that
we will have derived from being able
to say, "We have not cut your bene-
fits" and come along and say we will
cut benefits if you are going to retire
at 62 by 12.5 percent. You know, they
forget, when they say the "people are
living longer." Yes, thank God. But
the other day we had witnesses before
the Aging Commission, or the Com-
mission on Social Security, one Dr.
Robert Butler, the head of the Nation.
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al Institute on Aging, and a member oI
his group; both of them testified,
"Yes, in the last 10 years the average
ge h risen 10 percent." But they
also added disi1ities ainng the el-
derly working eop1e have also in-
creased 10 percct. Mr. PICKLE recog-
nizes that by having brought on here
now th suggest!n that he will have a
commission set up to try to acc'rnmo-
date the difficuites that will be expe-
rienced by those who will get less
when it comes to the time of tefr re
tirement, I think Mr. Lane Kirkland,
who Is the head of the AFL-CIO, was
a member of the commission, he said
in a ctirring statement he made before
the commission, "f anybody has to
bear the burden as one a! my distin-
guished colleagues said here a while
ago, it is a question ef who should bear
the burden, all right let us solve that
problem." Mr. Kirkland said. "If any-
body is to bear the burden let it be
those strong enough to be able to
work, not those who are not able to
work or those who quit work and could
not find another job or those who
have one difficulty or another or ha(re
been shoved out of their job by racial
or age discrimination."

Yes, what we are saying is, this
Pickle proposal is something that was
rejected in substance by the commis-
sion, m the very last day; there was a
provision in the proposed package that
we reduce—

The CHAIRMAN. The time of the
gentlenan from F1orda has expired.

Mr. PICKLE. Mr. Chairmar, I yield
my dear friend 1 additionai minute.

Mr. PEPPER. I thank my dstm-
gu1s!ied friend for his kindness,

In that package proposal if he re-
tires at 62 your income will be reduced
from 80 percent ,f what you would get
at 65 dawn to 74 peircent. We defeated
that in the commission. Now we have
another proposal here raising the age
of eligibility, another way c cutting
benefits, another way f us alleviating
some of the burdei we have inpsed
upon the elderly of Amerca now w.th
this amendmert adopted we caat
say any longer, We have not cut
benefits" no matter what pride w
take in the accp1ishmnts of th
package.

Mr. PICKLE. Mr. Chairman, I yeId
myseLf the remai:.der of my tie.

The CHAIRMAN. The gentimn
from Texas, (Mr. PzcE) has 5 2niri-
uts remanin

(Mr. PICKLE akd and was given
permi&:3n to revtse d e:ted tIz re-
marks.)

Mr. PICIE. M Chairxna, first I
wish to attempt to straighten the
REcoRD on a matter that. is in a han-
dcut with rspe-t to the so-cad
Pickle rnendment, The context was
that w' would recuce berefts
cent aid then 12 percent; to gc 67.
Now, Mr. Chairman, the handbill com-
pares Lletime benefit returns in an n-
accurate that is the kindest vay I
can put it—an inaccurate comparison
ignoring the larger taxes that must be
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paid by these individuals before they
retire. The tax increases in the bill
now combined with the benefit reduc
tions in the committee bill actually
raises s1ight1y more revenue over the
long tenn -n my amendment and
therefore sJcuH have at least an
equal irnact o these ndividuais.

hi crnarrg ge 62, befits, the
.arciL gore tae fact tht the pur-
pose of ri 'l beneft is to en-
courage ec!e not th retire at. age 62.
Rather, the rose is to encourage
people to delay retirement, at which
time thei wou'd rceve full benefits.

Further, and I want to rnke this
point, dr te Pik1e iedment,
provis s made t povde the Con-
gress the utin to prevent benefit
reducto for hdividua1s ho cannot
delay their Urnient. The hardout
sIcws t y ll would be making
rduetions wn in fact the roviion
In the bill, itse1f, makes reductions and
Increases taxes to raise more money
than ht have proposed.
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This is a inaccirate handout and I

think the iwi ought to thow it be-
cause some people think the Pickle
amendment would make big reduc-
tions.

Now, Mr.. Chairman, 2 years ago my
subeonmittee made recommendations
In an effort to cure our short-term and
long-term deficit. We were told then
there was not a need to act and that
we really need not worry about the
long .tei because of the demograph-
ics, the problem would take care of
itself. We. have foun4 that is not so.

Now we have reached a point where
we have a chance to do something
abou.t it. We tried to move and we
could not. But we have kept together
now the last 2. years, our committee
and the full committee, on a biparti-
san basis.

I want to make two or three points
now as we close.

First, we cannot just keep on raising
taxes. My c11eagues know that and I
know it. The committee bill raises
taxes, overall now, to a rate of 15.78
percent. The Pepper bill would ase
taxes in excess of 16.36 percent. Now
we know we cannot just keep on rais-
thg taxe& We knew that longevity has
increased. We do not have to argue
that question. Thank goodness that
medical science has beer such that we
have learned to live langer and to
work loiiger. I contend that peope
want to stay in the work force, pecple
want to keep workL'g. They are better
off phy'caily, mentally and financial-
ly. There nothirg in the world
wrong vh raing our retireme age
just I year,.66, and then up to . That
is not that is just in keeping
with the time.

I said to my colleagues earlier that I
think that Ls inevitable and I think
that it is.

Now the committee bill before us
and the one which one Member said
he thought might be preferable, the
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committee bill cuts benefits. It cuts
benefits, 60 percent of that deficit Is
made up by cutting berefft.. It is a 5
percent overall cut in beneilt. And in
addiUo, it has a 0.24 percent Increase
in taxes. So you are cutting benefits
nd you are raising taxes t the same
time.

Now At may be that that may be the
amendment you want to fz1l back on.
1ut I say to my coUegues it is far
Letter for us t raise the retffe2nent
ge ir the future so that people will
have ample notice when to get ady
for ft. nd we going to be ready in
the meantime to give them a dflni-
tion on the disability, on occupational
disabCfty, because we think they are
entitled to that.

I woui thrk then we ought to sum
up this argumert by this. Nobody
wants to cut benefits, my dear friend
from F1orda. do not want to cut
benefits, but I think the Amrn
people expect us, the Congress, to
make some structural chari. We
have raised ta:es three or fur times
in this bill that is before us. We are
taxing one-haif of the benefit and we
have raised the retirement age. We
need to make structural changes.

I urge the Members to support this.
The CHAIRMAN. The question is on

the amendmcnt offered by the gentle-
man from Texas (Mr. PIccj).

The question was taken; and the
chairman announced that the ayes ap-
peared to have it.

RECORDED VOTE

Mr. SHANNON. Mr. Chairman, I
demand a recorded vote.

A recorded vote was ordered.
The vote was taken by electronic

device, and there were—ayes 228, noes
202, not voting 3, as follows;

• AYES—228
Alexander Conable Green
Azadrews (TX) Cooper Oreg
Annunzio Corcora Ginderson
Anthony Coughlln Hall, EJph
Archer Courter 1I. Sm
AuCob Craig Hamiltofl
Badhain Crane. Dmie Hammeehzn1dt
Barnard Crane, Pii1Ip Hance
Bartlett Daniel Hansen (TI))
Bateman Dnemeyer nsen (UT)
Bates artnett
Bedeli Dab aichrBeieo dc i Garza Hether
Bcnctt Deu,e lieftel
Bcrute Jksen Hi-tower
BethLne Hiler
Biirakis Di ,ier HiJ1s
Bliley Duncan HaltBeiIrt Fwardz (L) Hopn
Btuqi.'ard Jwarths (OX) Hort
Ereatx Em:son FIuttr
Eioois Lr.sh ITito
Brcox1d HcBw'C3' Evans (IA) IrLin
Brovi1 Fiedler Je2rdn
Buitor 'i?' Ficids Jen?Jn
8yron Fh Jon (TIC)
Campbell Flippo Jore O)
Crrny Forithe KIci
Carper Fnk1m ICae
Chand'er Frenzel Kemp
Cppe11 Faua Kndne
Ciappte Geka8 Kramer
Cheney Gibbons lagornarsino
CBnger Gingrtch Latta
Coats Ollckman Leach
Coleman (MO) Oracison Leath
Coleman (TX)
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Levitaa Olin Smith, Denny Sfokes Waigren Wise
Lewis (CA) Ortlz
Lipinskj Oxley
Livingston Packard
Loeffler Parris

Smith, Robert
Snowe
Solomon
SPence

Swift Waxman Wolpe
Tallon - Weaver Wyden
Torres Weiss Yates
Torriceul Wheat

"5g, 201. Adjustments in OASDI tax
rates."

Mr. PEPPER (during the reading).
Mr.Lott Pashayan Stangeland

Yatron
Towns Whitten Young (MO)

Chairman, I ask unanimous con-
Lowery (CA) Paul
Lujan Penny
Lundine Petri

Stark
Stenhoim
Stratton

Traxler Williams (MT) Zablockl
Vento Williams (OR)
Volkmer Wlrth

sent that the amendment be consld-
ered as read and printed in the
RECORD,

Lungren Pickle
Mack Porter
MacKay Pritchard
Madigan Pursell
Marlenee Quillen

Studds
Stump
Sundqulst
Synar
Tauke

NOT VOTING—3
Boland Neal Washington

o 1710

The CHAIRMAN. Is there objection
to the request of the gentleman from
Florida?

ThereMarriott Ray
Martin (IL) Ridge
Martin (NC) Ritter
Martin (NY) Roberta
Mataul Robinson
Mazzoll Roemer
McCain Rogers
McCandlesa Rostenkowskl
McCollurn Roth
MeCurdy Roukema
McDonald Rowland
McEwen Rudd
McGrath Sawyer

Tauzin
Taylor
Thomas (CA)
Thomas (GA)
Udall
Valentine
Vander Jagt
Vandergriff
Vucanovich
Walker
Watkins
Weber
Whltehurst

Messrs. BORSKI, WIRTH,
VOLKMER, ANDERSON, and PRICE
changed their votes from "aye" to
"no."

Mr. PARRIS changed his vote from
"no" to "aye."

So the amendment was agreed to.
The result of the vote was 9fl

nounced as above recorded,

WBS no objection.
Mr. ROSTENKOWSKI, Mr. Chair-

man, pursuant to the rule, I designate
the gentleman from NeW York (Mr.
CONABLE), a member of the committee,
to control the time in opposition to
the Pepper amendment.

The CHAIRMAN. Pursuant to
House Resolution 126, the gentleman
from Florida (Mr. PEPPER) will be rec-

McKernan Schuize
McKlnney Sensenbrenner
McNuity Shaw
Michel Shelby
Montgomery Shumway
Moore Shuster
Moorhead Slljander
Morrison (WA) Skeen
Myers Slattery
Nielson Smith (NE)
O'Brien Smith (NJ)

NOES—202
Ackerman Foley
Addabbo Ford (141)
Akaka Ford (TN)
Aibosta Powler

Whitley
Whittaker
Wilson
winn
wolf
Wortley
Wright
Wylie
Young (AK)
Young (FL)
Zschau

Mineta
MInisli
Mitchell
Moakiey

AMENDMENT OFFERED BY MR PER

Mr. PEPPER. Mr. Chairman, I offer
an amendment which, in compliance
with the rule, was printed in the
RECORD of March 7, 1983.

The Clerk read as follows:
Amendment offered by Mr. PEPPER: Strike

out title II of the bill (beginning on line 6 of
page 84 and ending on line 8 of page 86) and
insert In lieu thereof the following:
TITLE Il—ADDITIONAL PROVISIONS

RELATING TO LONG-TERM 1exr.,c.
ING OF THE SOCIAL SECURITY
SYSTEM ADJUSTMENTS IN OASDI

ognized for 1 hour and the gentleman
from Ney York (Mr. CONABLE) will be
recognized for 1 hour,

PARLIAMENTARY INQUIRY

Mr. CONABLE. Mr. Chairman, I
have a parliamentary inquiry.

The CHAIRMAN. The gentleman
will state It.

Mr. CONABLE. Mr. Chairman,
under the rule, would the adoption of
the amendment currently before us
wipe out the effect of the amendment
just adopted?

The CHAIRMAN,Anderson Frank Molinarl TAX RATES The gentleman s
Andrews (NC) Frost
Applegate Garcia
Apln Gaydos
Barnes Oejdenson
flerman Gephardt
Bevill Gilinan
Biaggi Gonzalez
Boggs Goodling
Boner Gore
Bonior Gray
Bonker Guarini
Borskl Hall (IN)

Mollohan
Moody
Morrison (CT)
Mrazek
Murphy
I4urtha
Natcher
Nelson
Nichols
Nowak
Oakar
Oberstar

SEC. 201. (a)(1) Subsection (a) of section
3101 of the Internal Revenue Code of 1954
(relating to rate of tax on employees for old-
age, survivors, and disability Insurance), as
amended by section 123(a)(1) of this Act, Is
further amended by striking out the last
line of the table and Insel'ting In lieu there-
of the followuig:
"1990 through 2009 8.2 percent
2010 or thereafter 6.73 percent."

correct.
The gentleman from Florida (Mr.

PEPPER) Is recognized for 1 hour.
Mr. PEPFER, Mr. Chairman, I yield

myself such time as I may consume,
Mr. Chairman, due to there being

not altogether the best of order In the
Chamber, I wru1d like to be assured
that the Members all heard the last
ruling ofBosco Rail (OR) Obey

Chair as to what would
Boucher Harkin
Boxer Harrison
Britt Hawkins
Brown (CA) Rertel
Bryant Howard
Burton (CA) Royer
Carr Hubbard
Clarke Ruckaby
Clay Hughes
Coelho Jacobs
Collins Johnson
Conte Jones (TN)
Conyers Kaptur

Ottmger
Owens
Panetta
Patman
Patterson
Pease
Pepper
Perkins
Puce
Rahail
Itangel
Ratchford
Regula

(2) Subsection (a) of sectIon 3111 of such
Code (relating to rate of tax on employers
for old-age, survivors, and disability insur-
alice), al amended by section 123a3(2) of
this Act, Is further amended by striking out
the last line of the table and inserting In
lieu thereof the following:

"1990 through 2009 8.2 percent
2010 or thereafter 6.73 percent."

the situation if the Pepper amend-
ment should be adopted by the corn-
mittee.

The CHAIRMAN. The last amend-
ment adopted and reported back to
the House will prevail.

Mr. PEPPER. Mr. Chairman, you
will remember this day and so will the
people of America because we are de-
tel-mining the future and the charac-
terCoyne Kastenmeler Reid (b)(1) Subsection of

one of the greatest Institutions
Crockett Kennelly
D'Aniours Kildee
Davis Kogovask
Dellusns Kolter
Derrick Kostmayer

LaFalce
Dingell Lantos
Dixon Lehman (CA)

Richardson
Rinaldo
Rodino
Itoe
Rose
Roybal
Russo
Sabo

1401 of
such Code (relating to rate of tax on sell-
employment income for old-age, survivor5,
and disability insurance), as amended by
sectIon 124(a) of this Act, Is further amend-
ed by striking out the last of the table and
Inserting In lieu thereof the following:

ever established in this land.
Nearly 100 mIllion people have been

recipients of social security since it
was established back in 1935.
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Donnelly Lehman (FL)
Dorgan Leland
Dowdy Levin
Durhin Levine

Savage
Scheuer
Schneider
Schroeder

'Dec. 31, 1989 Jan. 1. 2010 12.40

"Dec. 31, 2009 13.46."

Every month 36 million people re-
ceive a social security check, the aver-
age of which Is about $400 or a little
less. One-thirdDwyer Lewis (FL)

Dymally Long (LA)
Dyson Long (MD)
Early Lowry (WA)
Eckart Luken
Edgar Markey
Rdwards (CA) Martinez
Erdreich Mavroules
Evans (IL) McCloskey
Fascell McDade
Fazio McHugh
Feighan Mica
Ferraro Mikuiski
Florlo Miner (CA)
Foglietta Miller (OR)

Schumer
Seiberling
Shannon
Sharp
Sikorskl
Simon
Sisisky
Shelton
Smith (FL)
Smith (IA)
Snyder
Solarz
Spratt
St Germain
Staggers

(2) Paragraph (1) of section 1401(c) of
such Code (relating to credit against self-
employment taxes), as amended by section
124(b) of this Act, Is further amended by
strig out "beginning after December 31,
1957" and Inserting in lieu thereof 'begin-
ning after December 31. 1987. and before
January 1, 2010, and 2.1 percent In the case
of taxable years begInning after December
31, 2009".

In the table of contents of the bill, strike
out the items relating to sections 201 and
202 and Insert the

the recipients of
those cheeks do not have a dime's
income except what they get from
social security, and 6 out of 10 of the
American people rely primarily for
their sustenance upon social security.
Every month 116 million Americans
pay into social security.

This Is the people's program, Intend-
ed by President Roosevelt and those
who were the authors of the measure
In those early days as some measure of
assurance that



II 1066
would have a decent sustenance upon
which to live, that those who died
would have a measure of protection to
transmit to their widows and their
chlldrn, and that those wh became
disabid under another phase of the
system would have some support,

The Congress has been i; Qnly the
creator but the protector or social se-
curity. Now we are determining to
what extent we are going to preserve
it in the character n which it was con-
ceived. if today we cut ere.iis, it will
be the first time n the history of the
Congrz since the inception of social
security, except in 1877, when we cor-
rected an actuarial error that had
been fnadvertently included in the
previous 1egis1tirn. But today, by an
method, whether by raising the age of
eligibility or -by changing the lmu1a
under which we calculate soca1 secu-
rity benefits, if we reduce benefits
from the structure that now exists, no
matter how sound and solve-nt we pre-
serve the system, we will leave a taint
upon its character that has never been
put there by any previous Congress.
And, remember, the people we are cut-
ting are not even the able-bodied
workers, about whmn Lane Kirkland.
president of the AFL-CIO, said before
the Commission:

If anyone bad to bear the burden, he was
better able to bear It than the unemployed.
the retired, the discharged, the ill, or the
disabled who are the beneficiaries of social
security.

There have been, unfortunately, two
causes of the trouWe we have now
with social seeurty. One was back in
1972 when the Congress determined
that we would have a cost.of-living ad-
Justinent to preserve the value of
benefits against ixf1ation, trying to
preveit the lowenng of the standard
of llvthg of the recipients of soelal se-
curity. And even now a large part of
them have Incomes below the poverty
level.. One-sixth of the elderly of
America today, in spfte of soci1 ecu-
rity. have total incomes less than the
income 1eve of the poverty lite.

In the 1972 social security amend-
ment, Congress provided that eneuit
cost-v!-llvñng adjustments wo b de-
terinined by te Consumer Price
Index.. Unfortunately, the histhrical
re1atiorship between wage-s and prices
reversed itself. Jiri almost every year
since 1972 the CPI has exceeded the
wage increase, therefor precipitating
an increase upon the demand of the
social scur1ty fu.nds.

Rrpant unenployment was the
second cause of the system's fmdLng
proben. Today there are 12 m!Thon
peop'e menkyed, still looking r a
job, a another 2 million wo hv
given ap that bce, an with those
people unable to py thto sDciaJ secu-
rity because they do nit have any pay
check, is it any wonder that the old
age and survivors insurance fund
needs freip through loans from the dis-
ability insurance fund? That Is what
we have been considering here in the
last few months.
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In 1981 the President asked the

American Congress to cut social secu-
rity benefits by $88 billion in the 5
years succeeding 1981, and he induced
the Congress to cut social security
benefits in the ucceeding 5 years by
$19 billion.

The next request of the President
was to reduce by about a third the
amount of benefits to be received by
anybody retiring at 62 in order to dis-
courage withdrawals from the work
force.

The next request of the President
was to reduce by 10 percent the bene-
fits of those retiring at 65 over the fol-
lowing 5 years, and the last request
was to reduce by about a third the
number of people who are the
beneficiaries of the disability insur-
ance program, reducing the number
insured ftr dsablity from 93 million
to 60 mfflon.

Well, by that time the sentiment of
the Congress was very much opposed
to those cuts, and so was the senti-
ment of the country. Then the Presi-
dent said, "I will withdraw those last
requests, and we w1l set up a nonpar-
tisan commission, a very objective and
fair commission, to study the problems
of soeia1 security and to make appro-
pñaté recommendations."

So in December of 1981 the Social
Security Commission was set up con-
sisting of 15 members. Actually there
were five active members appointed by
the Democractic Party and supported
by the Speaker. These five were the
Honorable Lane Kirkland, head of the
AFL-CIO, Senator PAT MirrNmi of
New York, I from this House, Ms.
Martha Keyes, a former distinguished
Member of this House, and the Honor-
able Robert Ball, who had been for 12
years Commissioner of Social Security.

There were five active Democrats, as
I said. There were two other Demo-
crats, but they were appointed by the
Republln Party and never worked
with us. Oe was Mr. Waggonner, a
former distinguished Member of this
House. and another was Mr. Trow-
bridge, now head of the National Asso-
ciation of Manufacturers.

We started our deliberations under a
very &bie chairrnan, Mr. Alan Green-
span, in December 1981. The Commis-
sion wa supposed to expire at the end
of December 1B2 but by that time all
that zpned was that we five
Demomts had nde some proposals
that could be the basis of negotiation
for a package to be submitted to the
President and the Congress. The
White House had not made any pro-
posais, and basically the Republicans
or the committee htd not made any.

By that time the ha.rma appealed
to the Pesidet o cxtend the life of
the Coiission. He extended it for 15
days. Finally, a week before January
15, the chairman induced the White
House to enter into negotiations over
the character of the recommendations
of the Commission. We struggled over
this matter. The number of particl•
pants In the negotiations increased.
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Finally, on Saturday afternoon late

of January 15, just a few hours before
the expiration of the Commission by
its extended life, we obtained an agree-
ment supported by the distinguished
Speaker, by the President, and by 12
of the 15 members of the Cornmiion.
We came up with a package that pro-
vided revenue of $165 bülion to cover
the needs of the first phase of the
problem, namely, the period from 1983
to 1989. The Commissthn agreement
also solved two-thirds of the Icg-term
deficit, which would bring th system
into close actuarial balance. We were
unabi, however, to come to an agree-
ment on closing the final on€-•third of
the long-term deficit.

There wa a schisn tiroughout the
deliberations of the cornmitte, a
schism that rages on this floor tcday.
The question was, do we want to meet
the problems of social stcurity b cut-
ting benefits, or do we want to pre-
serve the structure we now have and
meet those needs In some other way?

There was not a ing1e permanent
cut in the benefits to be received by
the eder1y now or yet to come In the
recommendations of the Commission.
I want to emphasize that. The Com-
mission rejected a proposal that was
first in the proposed recommenda-
tions, namely, that we reduce the
benefits to those retiring at 62 from 80
percent of what they would get if they
retired at 65 to 76 percent.

01830
The proposal was rejected by the

Social Security Commission, and so
the Commission is on record as not
making any permanent cut in social
security benefits for the present or
future recipients from that great pro.
gram.

We came there that Saturday eve-
ning, January 15, and 12 of us had
agreed to sign that package. There
were many aspects of that that every
one of us detested and strenuously op-
posed.

I never thought I would ever vote to
take away a day frei the cost-of•livmg
increases that were paid under the ex-
isting law to the eid€r1y. But that was
in there, to cut out 6 mciiths. I cllcd
the White House. I did everything I
could to prevent any cut in the ccial
security cost-of-living increases.

And then I never believed that I
would vote to tax any of the social se
curity benefts, and yet that package
contained a provision that we ta for
those in the higher income brackets
one-half of their social ecuñty
income, the hail attributable to the
employer coxtr1bilion,

These were great &Lcrifices. But we
had to measure and to balance what
we were required to give up with what
we were getting.

What were we getting? We were get-
ting for the first time the commitment
of the President of the United States
and the Congress of the United States
that social security benefits would be



March 9, 1988
strong and solvent and sound at least
75 years in the future.

In addition when we put together
that first package which 12 of us
signed, there was not a nickel's cut in
social security benefits to any recipi-
ent of social security now or in the
future.

Well, what were we going to do that
evening? Some of the members of the
Commission thought we should cover
the period of 75 years. I thought the
Commission should finance the pro-
gram for a 50-year period The Eecu-
tive Director of the Commission had
informed the Commission that the
taxes already levied would provide
adequate protection for social security
for the next 50 years. once we got over
the temporary problem of 1983 to
1989.

I said that we cannot anticipate
what conditions will be like with any
reliability more than 50 years in the
future. Let us not try to go beyond
that. But the Chairman and evidently
the larger opinion on the Commission
was to finance the system over the 75
year period. So we had a dispute over
a possible third of the long-term prob-
1cm.

The Chairman, Mr. Greenspan, pro-
posed to us Saturday evening, that
since we cannot agree upon what we
will do to meet that possibility of need
in the last third of the 75-year period.
the Commission will issue separate re-
ports with respect to the remaining
one-third of the long term. So the Re-
publican group—and all of them were
members appointed by the Repubican
Party—came up with a supplementary
recotnmendation, and the Democratic
group came up with its own recom-
mendationsas to how the last part of
the problem should be met.

The Republican group recommended
that we raise the age of eligthility.
They proposed that in orders to
reduce the system's expenditure, the
outgo from the fund enough to meet
whatever the needs were in that ad-
vanced time.

On the other hand, we Democrats
reaffirmed the principle of not cutting
social security benefitz. We still hope.
we still believe that the economy of
this country in some better day may
he strong enough to afford even a
tter structured social security than
w have today.

The average benefit today is only
*400 a month. So there must be a lot
of people receiving benefits between
'3OO and $400 a month. There are mu-
liGflS more between $200 and $300, and
there are a large number of people
even between $100 and $200 in their
monthly benefits. There are a Jot of
op1e today who have no income but
s'cia1 security, that are living in the
rect poverty.

We were hopeful that majbe a day
would come when we could better the
lot of those unlucky and unfortunate
people.

So what we have today is essentially
the. two recommendations of the two
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groups. My distinguished friend from
Texas, Mr. PICKLE, is one of the dear-
est friends I have in this body. He is
one of the noblest friends I have In
this body. When my dear wife was
gone and he knew that I was suffering
from dire sorrow, he asked me to go on
a trip to get my mind off my sorrow. I
shall never cease to appreciate his per-
sonal kindness and hi great personal
friendship. But what he is offering us
today is essentially the Republican
proposal offered after the conclusions
of the Commission. What I am offer-
ing is exactly the recommendations of
the Democratic five appointed by our
great Speaker and told to go and do
what was right.

That is what we tried to do, and that
is the reason that we reconmended as
we did, that we preserve what we had
achieved up to that moment—no cut in
social security benefits.

There is a gentleman here in this
body, a Mr. AL WwAT, who is one of
the distinuished new Members of this
House. I hope he will mention it on
the floor today—he mentioned the
other day in the Rules Committee
that just a week ago they had a refer-
endum in his district in Kansas City,
Mo., and In the referendum was the
question: "Do you favor cutting social
security benefits?" TIe referendum
was 80 percent "No." Take any poll In
America that has ever been taken and
see if a single poll anywhere shows
that the people propose and support
cutting social security benefits.

So today we have to make up our
minds. Are we going to cut social secu-
rity benefits? Are we going to mar the
message that we can give to our
people?

I do not say this in any way at all
with any partisan Intent. I respect the
two-party system. Thank God we have
it. Thank God In this Congress, Senate
and House, that not a single person is
not a Democrat or Republican, and
that has added strength to the great
democracy that we have in America.

But the fact is I noticed on the last
record of the votes on the tally board
here a while ago, at the end of the
Pickle amendment vote, that we who
opposed the Pickle amendment be-
cause it cut benefits were some 30
votes behind. On that vote, 150 epub-
licans supported the Pickle amend-
ment and only 17 voted against the
Pickle amendment.

So, we might just as well he frank
about it among ourselves. That is the
Repib1ican point of view all through
the deliberations o this Commission,
the effort of the Republicans, of the
White Hnuse, the Members of Con-
gress. Relying primarily on cutting
benefits was set forth as the salvation
of social security. On the Democratic
side, we opposed this approach. We
said we would not sjpport cutting
benefits.

If I may say so, on Thursday after-
noon before we adjourned I called Mr.
Stockman at the White House. said,
"Mr. Stockman, I want to speak to you
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a few minutes if I may against that
proposal in the package we are now
considering to reduce from 80 perceuit
of what they get at 65 to 76 percent of
what they get at 65, people where he
would retire at 62 years of age." I said,
'Mr. Stockman, if that provision goes
in this package I will not support it."

I spoke in 26 States in the last elec-
tion, and in every place I spoke I held
up the hands of a man or a woman
and I said that he or she will not vote
to touch, to cut social security bene-
fits. It was the principal issue in the
last year's campaign.

if you do not agree with me, ask the
new Members who are here and see if
most of them would not tell you that
that is true in their case.
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Now here is our dilemma, if some

regard it as such: If we will pass this
package as, of course, we must do and
then if you will adopt my amendment,
we can go proudly from this Chamber
and say to the 26 thlllion senior cit!.
zens of America and to their children
and we can say to those who will be
the ancestors of those yet to be born,
whether it is 10 or 15 or 25 or 75 years
from now, "The Congress gI the
United States of America has said
your social security package Is secure
and we have not cut social security
benefits and we made it solvent and
sound for 75 years."

Why would we want to violate the
principle of maintaining benefits at
the end when the rest of the package
preserves the current benefit struc-
ture? The Commission agreement
leaves only the slightest bit of imbal-
ance in the period 50 to 75 years away.
It Is hardly necessary to adopt the ap-
proach of benefit cuts in order to meet
the exigencies ci that problem.

They say, "Oh, well, but are not
people living longer?" Thank God
they are. But we had two witnesses
before our commission who testified
on that subject: Dr. Jacob Feldman of
the NaUonal Center far Health Statis-
tics and Dr. Robert Butler of the Na-
tional Institute on Aging. They testi-
fied that during the last 10 years the
rate of longevity has increased by 10
percent, but, they added, during the
same period of time the disability inci-
dence rate of the eldriy workthg
people had increased by 26 perent. liz
other words, what assurance have we
that that we are not reducing the
benefits of people who are gothg to
need it as bad as they do now?

Mr. DORGAN of North Dakota and 1
were making a TV taping to be broad-
cast back in his state. During that
taping he told me, 'The other day ic
my State of North Dakota a lady ap-
proached me and said. 'Mr. Congress-
man, please do not cut benets for
those who retire at 62 years of age.'
She said, 'I am just prayir that X can
last a few months 1on because I
have arthritis o bad J an hirdy get
out of bed in the mornirw
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My dear friend, under Mr. PIcKI's

amendment, that lady's benefits would
be cut 12.5 percent from the amount
of benefits she would be entitled to
under the present law of this land.

The truth Is that about half of the
people who retire at 62 do so for rea-
sons of ill health. An additional 20 per-
cent are forced out of the labor
market because they have been dis-
criminated against an account of their
age.

I suggest that we just don't know
whether or not the need may be just
as great out there In the future as it is
today. The other day when I was testi-
fying before the Ways and Means
Committee on this matter, I looked
around the room and I said, "I do not
see any of these people that we are
voting on to cut their benefit out
there In the year 2008, 2017." I do not
see any of them here today. Somehow
I do not feel just right about exerting
the privilege of relying on the law of
the present and retiring at 65, but
saying a man In the year 2000 or 2022
cannot retire when he Is 65, he has to
wait until he Is 67. Why do I need to
do that? Is that quite fair to him that
I pre-judge his ellglbfflty for these re-
ceipts and the desirability of giving
them to him?

So, what I am proposing is we simply
increase the payroll tax by 0.53 per-
cent. Even if the worker had a salary
of $36,000 a year my amendment
would add only $190 in a year to the
taxes that man would have to pay.
Only 20 percent of the American
people in their work make over $20,000
a year. So my amendment would not
cause the expenditure of very much
more.

Furthermore, the Democratic five
on the Commission expressed gravest
•doubt as to whether there will be any
money at all needed in the last 25
years of the ?5 with which we are
dealing. Our estimate Is—based on the
work of technical people of great com-
petence—that the money provided
under the Commission agreement
social security wifi come withIn 4.1
percent of meeting the projected need
of the old age and survivors and dis-
ability insurance programs over the
next 75 years. The social security actu-
aries will tell you that when you are
dealing with estimates of 50, 75 years
in the future, Il your income and
outgo are off oniy 5 percent, it is an
acceptable figure that you have.

Furthermore, [1 my amendment is
put in effect, when the Congress gets
out nearer to the time that it would
begin to take effect, 11 they do not an-
ticipate there will be a real need for
supplemental funds, all Congress has
to do is to modify it or rescind it. But
once you have frozen into the law the
principle of cuts in benefits by reduc-
ing the benefit formula or by raising
the age of eligibility, that will remain
with us into the distant future.

So, I am sayrng to you, my col-
leagues, those people out there have
suffered enough under this proposal,
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this package. I have had to look into
their face as their friend, as if I was
their attorney and say, "Listen, I did
not come out as well as I wish I could
have in your case. I tried my best but I
did not win all the things that I
sought to achieve. You are going to
have to pay a considerable price for
the enjoyment of the boon of social se-
curity in the years ahe-ad. But, my
friend, I want to tell you one thing,
that withholding of the cost-of-living
increase is only for 6 months. You
only pay taxes on one-half of your
social security benefits even if you are
of the few who would be affected. The
part of your benefits attributable to
your half of the contribution would
still be tax free, and it is still less than
the tax you would have to pay on the
benefits you recieve from the civil
service retirement fund. But I want
you to know that in return for that we
brought you back something you can
cherish. It will give assurance to you
and your family that you have not en-
joyed. You may now be sure that your
social security protection will not be
cut.

Many an elderly person in America
has quaked in his or her tracks won-
dering from all they had heard coming
out of Washington as to the dangers
of social security, whether or not they
would ever get another social security
check. And these young workers all
over America, skeptical and cynical,
have been saying, we have been rip-
ping them off, making them pour
their hard-earned dollars down a rat-
hole that will never yield them any-
thing in the future because they say,
"Well, by the time I get to 62 or 65
there will not be any social security. If
there is, it will not be anything but a
shell and there will not be any money
there for me."

I have personally noticed, as I go
around the country, in airports and
other places, since this package has
been before this House, the number of
young people who walked up to me
and said, "We appreciate what you are
trying to do for us on social security.
Not just for my mother and father
and my aunt and uncle, but for me as
well."
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We have restored their confidence

when we enact this measure that their
Government really did care about
their social security program. Their
Government was committed as a point
of honor to keep it strong and solvent
and sound.

Mr. Chairman, I wish this House
could foflow the lesson and the exam-
ple of the Social Security Commission
and reject any effort to contaminate
the compromise package with any cuts
in social security benefits. If we will do
that, this will be a monumental day in
the history of this country. It will be a
day that wiU mean an awful lot be-
cause I just add this: Social security
gives something more than money to
people over this country. If I may use
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a personal experience. Last summer
one of my brothers and I went back to
east Alabama, where I was born and
reared. And I visited with a lot of old
relatives and friends all over that dear
part of America.

One afternoon I was sitting in a neat
little home in Birmingham, talking to
a first cousin of mine, a lady with
whom I grew up in east Alabama. She
was telling me about her two fine sons
and she was so proud of them. One
was a minister who had just been pro-
moted to some prestigious position.
The other was a businessman who was
doing well. Suddently I said, "Eunice,
do you have social security?"

She said, "Oh, yes, I have social se-
curity."

"Well," I said, "you are all right
then, aren't you? You have got your
two fine sons to help you and you
have got your social security."

She drew herself up and said, "I
have got my social security, I don't
need my sons to help me. I don't want
to be a drag on my sons. They have
got children to support."

What parent in America wants to be
a burden upon his or her children no
matter how faithful and loving they
are? And yet here we twiddle over
giving them a few more dollars a
month, keeping them from being
crushed from poverty down to misery,
giving them the right to sustain that
dignity. That is characteristic of this
great country.

I have done all I could. I leave the
decision to my colleagues whether you
are going to preserve this great institu-
tion in its integrity.

Mr. Chairman, I have a prepared
statement which I would like to in-
clude at this point in the REcozu:

Mr. Chairman, I ask for unanimous
consent to revise and extend my re-
marks.

Mr. Chairman, today this body will
be asked to make a very difficult deci-
sion. We will be called upon to act on a
set of admittedly imperfect recommen-
dations arrived at by the National
Commission on Social Security
Refbrm. The compromise agreement
contains some provisions which I could
not support as Individual proposals.
But there are a host of very compel-
ling reasons for this body to adopt the
legislative embodiment of the Commis-
sion agreement.

The most inirnediate reason is time.
Under current law, the Interfund bor-
rowing authorized by Congress ha ex-
pired. The last loan from the disability
insurance fund will help finance the
trninterrupted payment of old age and
survivors' insurance benefits through
the end of June. If we fail to act, these
benefits—the lifeblood of 31 million
people—will be delayed.

The most compelling reason Is fair-
ness. I believe the Commission pack-
age represents a fair and equitable
sharing of sacrifice. Beneficiaries are
asked to defer their cost-of-living ad-
justment, or COLA, for 6 months.
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Those with the highest incomes will
pay more in income taxes; those at the
low end will be protected from the
COLA delay. Workers are asked to pay
higher payrOll taxes in 1988 and 1989,
and Federal workers are asked to par-
ticipate in social security for the first
time. The .e1f-empioyed üe asked to
contribute more, only partially offset
by an income tax cut. Even the gener-
al revenues will pitch in. Everyone in
America will give a little in order to
get a lot.

The changes in the Commission
agreement are designed to make the
social security system safe, so'vent,
sound, and seeure, for now and for
future generations. The Commission
agreement will provide the means to
more than finance social security's ob-
ligations over the next few years, for
the next half century, and will bring
the system into close actuarial balance
over the long term.

This brings me to the most mipor-
tant reason for acting favorab1y on the
Commission's recommendatiaBs. The
bipartisan agreement preserves the
current law level of benefits, for now
and for future eneratons. Mr. Chair-
man, this is the very heart of the
matter, and this is what my amend-
ment is all about.

The House has before ft three
choices. Two of them involve cutting
beneffts. My amendment wiB restore
the current law level of benefit protec-
tion guaranteed ir the Commission
agreement.

The Social Security Act Amend-
ments of 1983 as reported by the Com-
mittee on Ways and Means are primar-
ily based on the Commi&sioii corapro-
mise. Unfortuhately, the commfttee
bifl takes a radical departure from the
bipartisan Commission agreement.
Contained in title LI of the committee
bill is a 5. percent benefit reduction for
future beficiaries—todays contrib-
uting workers. That is one alternative.

Next we have the amendment just
offered in the Committee of the
Whole, the substitute offered by Mr.
PICKLE. The Pickle substitute would
raise the age of entitlement to full
benefits, and would substantially
reduce benefit.s to early retirees. This
benefit cut is the second alternative.

Finally, there is the pending amend-
ment. My amendment in the nature of
a substitute to title II of the bill is
quite siraple and straightforward.
There are no gimmicks, no complex
phaseins. no benefit formula adjust-
ments. My amendment p-eserves the
current law benefit structure. I believe
that this is the only real alternative.

TWO POOI ALI!ERNATIVES
Committee bifi: The Commission

agreement, embodied in title I of the
committee bill, reduces the system's
long-term actuarial deficit by 68 per-
cent. Taken alone, this restores the
social security system to close actuar-
iai balance. In order to address the re-
maining 32 percent, the committee bill
contarns a provision to reduce the
benefit replacement rate which deter-

mines the real benefit level of present
and future beneficiaries.

Under the commitee bill, the per-
centage factors in the benefit formula
would be decreased during the years
2000-2007 so as to reduce the average
worker's replacement rate from 42 to
39.9 percent. This amounts to a reduc-
tion in the initial benefit levels of
workers now 45 years of age. A full 5-
percent reduction would await workers
now 37 years of age.

This technicasotmdthg praposai re-
duces benefits in an isidious and sur-
reptitious maimer. Over time, the
benefit protection of future workers is
reduced upon initial entitlement and is
further ratchetted dawn because cost-
of-livtng adjustments are applied to a
lower base. The result o1 this replace-
ment rate reduction would be to guar-
antee a lower relative standard of
living for future beneficiaries—today's
contributing woriers.

Under the 1977 amenthnents, the
social security replacement rate was
stabilized. The replacemgnt rates are
53 percgnt for a low-income worker, 42
percent for an average earner, and 28
percent for a worker at the maximum
wage base. These replacement rates
are frozen in perpetuity, absent action
by Congress.

The average retired worker benefit
is under $5,000 a year—barely over the
poverty line. Arid since the social secu-
rity replacement rate is frozen, aver-
age benefits in the future will remain
close to f:xture poverty thresholds. So
all this proposed reduction in the
benefit ftnnula will accomplish is to
drive more people into poverty.

I know that as we consider the re-
mainder of the long-term deficit, it
will be difficult to ignore the tenipta-
tion to cut benefLts. Some may consid-
er reducing the benefits of young
workers far off in the future the po-
iltically expedient thing to do. Others
may even tout it as an "act of cour-
age." I fail to see how reducing the in-
comes o the aged and disabled consti-
tte "courage" simply because they
are affected in the distant future.

PICKLE AMENDMENT

The Pickle amendment would in-
crease the age of entitlement for full
benefits. In addition, benefits would be
reduced for afl those who claim bene-
fits at an earUer age. This proposal is
also a benefit cut. However, the reciuc-
tions disproportionately affect those
who lose their jobs or are unable to
work because of poor health.

The arguments against thts proposal
are compelling, overwhelming, and
have been sta ted at length before the
Commission and the House. I will
briefly summarize them. Raising the
age eligibility for full benefits:

Ignores the need of a substantial
number—possibly a majority—of older
workers to leave the labor force before
age 65.

Uses compulsion when market forces
and incentives are preferable In en-
couraging later retirement,
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Attempts to forte older people to

work longer by cutting benefts but
does not eliminate impediments to em-
ployment or assure jobs.

Assumes that because longevity is
improving, health is improving in
tandem with longevity. It is not.

Meets the entire kng-range deficit
remaining after the Commission
agreement by cutting benefits.

Mr. Chairman, I would like to share
with my colleagues the findings from
testimony presented before the Com-
mission by Dr. Robert Butler of the
National Institute on Aging and Dr.
Jacob Feldman of the National Center
for Health Statistics. Dr. Feldman re.
ported not onEy that work disatility
rates increase with age, but that the
work disability rates within each age
group of older workers have been in-
creasing during the last decade. "Re-
member," he says, "this was the period
of the rapid decline in death rates for
men of that age."

Dr. Robert Butler, former director
of the National Institute on Aging,
told the Commission that early retir-
ees tend to be nonwhites and in phys-
ic.ily demanding occupatians. Minor-
ities have poorer health and higher
mortality rates than whites. In 19T8,
the number of deaths was nearly twice
as high for black men age 5 to 64
th white men the same age
group. In addition, the percent of mi-
nority men age 55 to 4 wtto are unern-
ployed is higher than white men in
that age group.

In essence, Mr. Chairman, people
may be living longer, but millions win
live with chronic and disabling heaIth
conditions. They will not have the
choice of working for 2, 3, or 4 addi-
tional years. They will simply have to
retire at age 62 at benefit levels 12½
percent below current law.

Let me be very clear about this.
Merely increasing the age oI entitle-
ment saves very little money. The bulk
of the savings comes to the extent
that workers must accept reduced
benefits because ill health precludes
their working any longer. It is the 12/2
percent cut in early retirement berie-
fits—from 80 to 70 percent—that
achieves the savings in the Pickle
amendment.

As an 82-year-old (or young) wOrker,
I know that this proposal should have
a certain amount of attractiveness. I
know many people, working past the
traditional "age of retirement," who
favor this proposal. But I suspect that
many of these people are engaged in
self-satisfying occupational pursuits
which are less than physically de-
manding.

On the other hand, millions of work-
ers joined the labor force at a young
age, foregoing a college education.
Many have worked for 45 years or
more by the time they reach age 62. A
large number are engaged in physical-
ly debilitating labor. They siniply do
not have the capacity to remain in the
work force any longer.
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CUTS kN BENEFITS UNNECESSARY

If this is true, why are these two op-
tions to cut social security benefits
being given such serious considera-
tion? I suspect that the remaining
long-term actuarial deficit has con-
vinced many of my colleagues that the
system needs "fundamental reform." I
would like to put this issue into some
perspective.

LONG-TERM FINANCING: CURJtENT tw

Although much is said and written
about the projected status of the trust
funds 75 years from now, the truth is
that very little is known. Assumptions
made with respect to inflation, wage
growth, GNP, employment, longevity,
immigration, Interest and birth-rates
are just that—assumptions. I would
submit that there will be other factors
which affect OASDI financing, ones
we cannot even contemplate at pres-
ent. That will emerge in the future. In
short, I believe that we should ap-
proach the long-term financing of
OASDI with due humility and respect
for the limitations of our ability to
predict a future three-quarters of a
century away.

As projections are made further into
the future, accuracy and reliability
markedly diminish. Most nations with
social insurance systems make 25- or
50-year cost projections, but almost
never beyond the latter. Only the
United States and Canada make 75-
year actuarial projections. With this
in mind, it is important to note that
virtually all of the problems associated
with long-term OASDI financing occur
during the last 25 years of the 75-year
valuation period.

The most striking aspect of the long-
range financing picture is that under
current law the OASDI programs are
in close actuarial balance over the
next 50 years. Demographic trends
very favorable to OASDI financing
which allow the buildup of large trust
fund surpluses during the 1990's and
the first decade of the 21st century ac-
count for this little-known fact.

Even absent any long-term financing
measures by Congress, the cash-bene-
fit programs are adequately financed
for the next half-century. The reliabil-
ity of estimates beyond 50 years are
questionable at best. At worst, the pro-
jections for 50 to 75 years in the
future have served as a rationale to
make dramatic changes in the obliga-
tions of the Nation's social insurance
system. Because the system relies on
the contributions of participants
whose benefit obligations may not be
paid for decades, I have opposed dra-
matic changes In social security's bene-
f it obligations based on assumptions
about what may or may not occur 50
to 75 years from now.

Nevertheless, I have supported ef-
forts to bring the OASDI programs
within close actuarial balance along
the lines of the National Commission
agreement. As the provisions of the
Commission agreement Indicate, it is
possible to close the 75-year financing
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gap without reductions in benefit pro-
tection.

When the long-range estimates are
considered in perspective, it is not dif-
ficult to see how this is true. With no
changes In current law, the average
annual cost of OASDI is 14.38 percent
of payroll over the next 75 years.
During that time, the present law
average annual contribution rate is
12.29 percent of payroll, leaving a defi-
cit of 2.09 percent of payroll.

Virtually all of the deficit accumu-
lates during the final third of the 75-
year valuation period, when the esti-
mates are the least certain. Moreover,
the shortfall amounts to 14.5 percent
of program expenditures. In fact, the
closer one examines the long-term fi-
nancing of social security, the more
that claims of Impending calamity and
intergenerational warfare ring hollow.

LONG-TERM FINANCING AND COMMISSION
RECOMMENDATIONS

The recommendations of the Com-
mission, as contained in title I of the
bill, are known as short-term recom-
mendations. If the truth-in-lending
law were to apply to pending bills,
however, this title might be cailed
long- and short-term recommenda-
tions.

The provisions in title I reduce the
deficit over the 75year vaiuation
period as a level which the sociai secu-
rity actuaries regard as statistically In-
significant. Enactment of these provi-
sions—without the long-term cuts con-
templated in the committee bill or the
Pickle amendment—reduces the esti-
mated deficit to within 0.68 percent of
payroll. This would bring estimated
revenues to within plus or minus 5
percent of estimated outlays, or within
close actuarial balance.

It is an irony of the highest order
that both of the pending benefit re-
ductions triggers in during the first
decade of the 21st century. The very
estimates used to justify these cuts
project that the trust funds reserves
will be at their highest level In history:
More than 200 percent of estimated
annuai outlays. Yet, this would be the
very time that substantial benefit cuts
would occur. -

In short, Mr. Speaker, reducing
benefits for today's young workers is
not only unwise and unfair, it is un-
necessary. Neither of the pending
benefit cuts belongs In this refinanc-
ing legislation. There are far superior
ways to finance the system's benefit
obligations.

A FAIR ALTERNATIVE

My amendment would institute an
employer/employee tax rate increase
of 0.53 percent in the year 2010. This
would increase the FICA tax rate from
6.2 percent which, under present law
goes into effect In 1990, to 6.73 per-
cent. Moreover, my amendment would
preserve the self-employed net tax
burden contained in the committee
bill by adjusting the SECA tax credit
to 2.1 percent of sell-employed income.
This amendment reduces the long-
range OASDI deficit to exactly zero
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while maintaining current law benefit
levels.

My amendment has several other ad-
vantages over the benefit-reduction
approaches:

FLEXIBILITY

Mr. Chairman, no one in this Cham-
ber knows for sure whether the addi-
tional financing contained in title II of
the bill will be necessary or riot. We
are simply making the best guess we
can. I am inclined to believe that the
assumptions in SSA's long-term fore-
casts are quite conservative, especially
with respect to the birth rate and the
immigration rate. But even under
these assumptions, we have brought
the system as close to long-term bal-
ance as the actuaries expect under
their criteria. There is simply no need
to lock in the type of magnitude or
benefit reductions proposed by the
committee bill or the Pickle amend-
ment.

My amendment allows the greatest
degree of flexibility to meet the sys-
tem's anticipated need in the years
2022-2057. Should the additional fi-
nancing provided in title II of the bill
prove to be unnecessary, my intention
is that Congress would repeai the tax
rate increase provided in the amend-
ment. I have little fear that Congress
would allow an unnecessary tax In-
crease to remain in the law.

The other two aiternatives before
the House would lock in substantial
reductions which would be difficult to
repeal. Pension plans for millions of
workers are integrated with social se-
curity and contributions to the plans
are set to the social security benefit
level. A report prepared for the Senate
Special Committee on Aging found
that a reduction in the social security
benefit formula would cost private
pension plans billions of dollars annu-
ally. There would be an additional cost
to the taxpayers amounting to billions
of dollars to the extent that these con-
tributions are written off as a business
expense.

It is anticipated that raising the age
of eligibility for full benefits would
trigger a parallel Increase in private
pension plans. Tomorrow's retirees
would find themselves in double jeop-
ardy—losing private pension plan pro-
tection at the same time they are
losing social security protection. My
amendment would avoid locking into
law permanent reductions in benefits.

2. POSITION
Time and time again, Mr. Chairman,

this House has gone on record In its
opposition to reductions in social secu-
rity. Yet the committee bill resolves 60
percent of the long-term problem with
cuts in basic benefits. I can assure my
colleagues that the situation will be no
better in the Senate. In fact It Is an-
ticipated that in the other body, the
entire long-range deficit will be ad-
dressed by cutting benefits. I would
submit that giving away 50 percent of
our position—against cutting bene-
fits—before going to conference is not
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the best negotiating stance for this
House to adopt.

Mr. Chairman, if the committee bill
provision Is adopted, the range o op-
tions before the conferees s extremely
limited. The conferees would be con-
strained between a choice of solving
the long-term problem compIetiy
with benefit reductions and a choice of
addreszing at least 60 percent of the
deficit with benefit reductions. On the
other hand, if the amendment offered
by Mr. Pic Is adopted, the confer-
ees will be put between a rock and a
hard. place.

If we are to preserve the maximum
freedom of the conIeree to act, my
amendment Is the only alternative.

ThX BV1DEN WILL WOT INCREASE

One of the biggest myths surround-
ing social security Is the misconception
that the payroll tax burden on con-
tributing workers will increase to un-
wieldy levels th the future. In fact, Mr.
Chairman, the payroll tax burden as a
proporticyi of future workers' compen
sation will decrease.

According to the Intermediate set of
assumptions used in the 1982 trustee's
report, a real wage growth will proceed
at the rate of 1½ percent per year--a
relativeiy modest growth project. But
under these assumptions, a future
worker's payroll tax contribution will
be no larger, as a proportion of his
total Income, than that of hs present-
day counterpart.

This s because of the remarkable
stability of the system's future costs.
Traditionally, the long-term cost of
OASDI ha been measured in terms of
taxable payroll, which the Social Secu-
rity trustees believe will substantially
shrink over the next 75 years. The
trustees' projections asuine that cash
wages (which are subject to the pay-
roll tax) will decline from 84 percent
of total compensation at present to 62
percent, However, if the cost of
OASDI Is measured in terms of the
relative burden on current and future
workers, it becomes clear that the cost
of social security cash benefits will, on
average, remain virtually the same as
it Is today.

For example, it it Is asunied that
the taxable wage base does not erode
substantially (that workers continue
to receIve 84 percent of thefr compen-
sation in the form of wages), then
fully one-third of the entire long-term
deficit (0.6 percent of taxable payroll)
Is eliminated, tinder this assumption,
revenues would Increase enough to
cover the benefit obligations projected
under current law (about 14 percent of
payroll). However, higher earnings
cred.ith would boost benefit obligations
to about 15.2 percent of payroll, leav
ing a gap of 1.2 percent of payroll or
about 7.8 percent of progran expendI
tures—just outside the range of close
actuarial balance.

On the other hand, if Congress were
to adjust the payroll contribution rate
for the erosion in the payroll tax base
anticipated by the trustees, virtually
the entire long-term deficit of the

system (1.85 percent out of 2.09 per-
cent of payroll) Is eliminated. Al-
though thIs particular method of
maintaining the system's revenue base
at its current level would have nega..
tive income redstribuUon effects, I
have included it a an ifiustration of
how closely the current OASDI bene
fit structure conforms with our ability
to finance It.

As a percentage of gross national
product, the OASDI programs are re-
markably stable over the long run.
Under the alternatAve 11-B assump-
tions, cost as a percentage of GNP dips
from its current level of 5.16 to 4.97
percent In 1990, 4.53 percent In 2000 to
a low of 4.35 percent In 2004. With the
projected relative decrease in workers-
to-beneficiaries, systems costs begIn to
rise to 4.92 percent of GNP In 2015, 5.9
percent in 2025, and peak at 6.1 per-
cent in 2030. Thereafter, the cost of
OASDI drops steadily, reachIng 5,4
percent of GNP In the year. 2060.

The relative stability of OASDI costs
as a proportion of GNP is shown by
table 3. Over the entire valuation
period, the expenditures of the c8sh-
benefit programs are projected to be
5.28 percent of GNP—roughly what
they are today. Even under the pessi-
mistic assumptions, the long-term cost
of OASDI is 6.7 percent of GNP.

TABLE 3.—ESTIMATED COST OF THE OASDI SYSTEM AS

PERCENT OF GNP BY ALTERNATiVE, CALENDAR YEARS

1982—2056

Ntemative I fl-A I'-B 10

1982.._ 5.07 5.08 5.16 5.19
2056 437 549 554 8.61
25.year aveage&

1982 to 2q06 4.25 4.40 4.75 5.25
2007 to 2031..... 4.67 5.11 5.30 6.50
2032 to 2056 4.70 5.67 5.18 8.34

75-year average 1982 to 2056 4.54 5.06 5.28 630

CONTINtYED sUPPORT OF YOUNG WORKERS

Perhaps the most important reason,
Mr. Chairman, for approving thIs
aniendnient is the future viability of
the social security system. It Is
common to tbthk of social security In
terms of its worth to the elderly. But
at the core of the system's viability Is
the support of millions of contributing
workers. It Is those 116 million con-
tributors to whom we must pay close
attention to as we consider our choices
today.

The commission agreement asks
each and every one of these workers to
pay a tax increase. No one wants to
pay more In taxes, and certainly no
one wants to vote for 1ncreased taxes.
But the payroll tax is a relat2vely pop-
ular tax, if there is such a thing. Na-
tional poll after poll demonstrates
that young workers would rather pay
increased taxes if necessary to protect
their benefits.

Today's workers are very much
aware of the vital disability, family
and suvivor protection they receive In
their young working years, as well as
the Wage-indexed, Inflation-proof old
age protection they can look forward
to. No wonder they overwhelmingly
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support the social security system,
even If they must pay higher taxes.

But this support is contingent upon
the honor and Integrity of the Con-
gress to uphold the commitments
made to contributing workers. It Is one
thing to thcrease their contribution
rate; they will support that. It Is an-
other matter, however, to turn around
and reduce the benefits of these same
workers when It is their turn to col-
lect. Not only Is it unfafr to these
people, it, Is poor public policy to en-
danger the support of the system's
1ff eb1ood-—the payroll contributors,

Mr. Chairman, the heart of my
amendment s the issue of confidence,
Can the 36 milllon beneficiaries of the
8ystem remain confident that young
workers will continue to support social
security? Can the 116 mIllion contribu-
tors remath confident that Congress
will uphold the future benefit obliga-
tions made to them? Can Americans
remain confident In the Integrity of
thefr Goverrunent to honor its com-
mitments to them?

I hope that this body will answer
these questions In the affirmative by
approving my amendment,

Mr. CONABLE. Mr. Chairman, I
yield myself 1 minute.

Mr. Chairman, allow me to express
my respects and those of my col-
leagues to the distinguished gentle-
man from Florida. We know he is a
great fighter and that he is absolutely
sincere in his fight for his views of
what Is appropriate In social security.

Mr. Chairman, we, do believe on this
side, however, that the burden of
proof Is on those who wish to raise
taxes further. Senator PEPpIIt's cous-
in's fine sons do help maintain their
mother in social security through
their taxes. The money does not come
from nowhere.

I would like to report that at this
time on this side we have no further
requests for time. However, I will re-
serve the balance of my time.

Mr. PEPPER. Mr. Chairman, I yield
5 mInutes to the gentleman from 1111-
nois (Mr. DURBfl).

Mr. DURBIN. Mr. Chairman, almost
a hall century ago, men and women
stood in this Chamber and debated the
creation of social security. Critics of
the program, primarily from the other
side of the aisle, labeled the concept
dangerous, socialistic, and unworkable.
Those in the New Deal who labored to
create social security did so with a
vision that our elderly In generations
to come would live In dignity and
Independence.

I stand here today as a beneficfary
of their vision. Our grandparents, par-
ents, and millions of Amerlcais live
richer and fuller lives because of that
vision.

But each generation must carry Its
burden for the future and as a new
Member of Congress I have been
called upon early In this session to
face the difficult choices as to the
future of social security.
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I rise today, having made my choice,

to support the Pepper amendment.
And I do so for several reasons.

First, the provision in the Pickle
amendment, which raises tife retire-
ment age, actually reduces benefits
and is part of a long-term so1utio
which I consider wrong-headed and
dangerous. To face the coal miners in
my 20th Congressional District, who
have lived a life fighting off black lung
Qnd tell them they must wait 2 more
years, 2 more years for retirement in
generations to came, is a burden that I
would not take home lightly.

To force recipients 18 years from
now into a level of reduced benefits Is
to deny the basic goals of social secu-
nty, the dignity and independence
which our predecessors fought so hard
for 50 years ago.

I concede the inherent faUibllty of
this process. Only 5 years ago, men
and women in this Chamber, stood
and announced to our Nation that
they had saved the social security
system and they were convinced that
they had insured its financial integrity
for years to come. They were mistak-
en.

Our efforts today are an attempt to
right the balance in the most success-
ful social program this Nation has ever
conceived or created. What if we are
wrong today?

The Pepper amendment and his ap-
proach gives us more flexibility than
any alternative, primri1y because it
does not force recipients to make diffi-
cult and irreversible decisions early hi
their working careers. Increasing the
retirement age could force decisions by
people my age n their selection of per-
sonal retirement plans which might
not be remedied or modified without
considerable expense or hardship.

If we are wrong today and our econ-
omy makes a better recovery than we
envision, we have it within our power
to reduce or eliminate this future tax.

The choices before us are not easy.
But if our predecessors in this Chain-
ber had the courage to create social se-
curity, let us today have the courage
to insure its integrity n the future.

Senator PEPPER'S amendment contin-
ues that fine tradition, a tradition and
a vision of independence and dignity
for senior citizens. I proudly support
Senator PErprn's efforts and urge my
colleagues to join me.

Mr. SIMON. Mr. Chairman, will the
gentleman yield?

Mr. DURBIN. I yield to the gentle-
man from Illinois.

Mr. SIMON. I thank the gentleman
for yielding.

Mr. Chairman. I simply want to join
the gentleman. I think one point that
the gentleman makes we have to keep
in mind. If this were socia' security for
white collar workers then we would
not need the Pepper amendment, but
what we are talking about are wait-
resses, we are talking about women
who work in dress factories, we are
talking about coal miners, people who
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are exhausted by the time they get to
be 62 and 63 and 64.

I commend the gentleman from Illi
nois and I agree with him.

Mr. DURBIN. I thank the gentle<
man.

Mr. PEPPER. Mr. Chairman, with
apologies to my many friends that X
would like to give longer time to, I
regret to say that I have consumed so
much time myself and I have to re
serve a little at the end, I am only
going to be able to yield 1 minute
each. But I do want every Member
who would like to say something o be
able to.

Mr. Chairman, I yield 1 minute to
the gentleman from Massachusetts
(Mr. Fa&TIK).

Mr. FRANK. Mr. Chairman, I be-
lieve that the problem that we face
today s part of an unfortunate trend.
It is an unftunate trend—that we
have seen too much of in the country
and I guess we are beginning to see it
in the House—of not fully understand-
ing the nature of the work that so
many of our fellow citizens do.

It is RIce to talk about the era of the
pushbutton and the computer and
high technology. The fact remains
that tens of milUons of Americans now
still and will n the future be working
with their hands and their bodies in
circumstances that are not always
pleasant, in temperatures that are not
conducive to good health. Peop_le who
bend over machines and wield jack-
haimers and do all of the difficult
physical labor ought not to be told by
this Congress that they will no longer
have the option of retirement at 62.
Then we are told, "Well, don't worry,
they can go and apply for disability."

0 1800
For people to say that, given what

has happened with disability in the
past couple years, is a cruel joke. We
have people now in control of the dis-
ability administration who think they
have discovered miracle cures. They
lay on the hands and people are cured.

We have to adopt the Pepper
amendment and respect the nature of
hard work.

Mr. CONABLE. Mr. Chirman, I
yield 2 rninites to the gentle-man from
Ohio (Mr. WYLIE).

(Mr. WYLIE asked and was given
permission to revise and extend his re-
marks.)

Mr. WYUE, I thank the gentleman
for yielding.

Mr. Chairman, I dil riot intend to
speak on this amendment, but I feel
constrained to do so now and I must
reluctantly pyose the amendment,
since the fine gentleman from Florida
offered It and I might otherwise per-
haps be in favor of it.

It does increase the tax in the bill.
That Is abhorrent to me.

I wanted to make the observation
that we are legislating by consensus
nowadays It seems. Last week we had a
consensus jobs bill. Today we have a
consensus social security bill. Those
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subjects had to be addressed immedi-
ately and it is to the credit of Presi-
dent Reagan and House Speaker
O'YIExu. and others in leadership posi-
tions in both the House and the
Senate that these problems of nation-
al importance are being addressed in
this manner.

That he Speaker is cooperating was
evidenced by the fast gavel cn the pre-
rious question earlier in the day.

Mr. O'NEILL. Will the gentleman
yield?

Mr. WYLIE. Yes; X will be 1ad to
yield.

Mr. O'NEILL. Was the gentleman on
the floor at that particular time?

Mr. WYLIE. Yes; I was on the floor.
Mr. O'NEflJL. Then he had an op-

portunity, because I looked to both
sides and the only gentleman on that
side that even made a move w the
gent1emn from Pennsylvania (Mr.
WALKER).

The gentleman did not stand. The
gentleman did not rise.

I resent the statement of the entle-
man.

Mr. WYLIE. Well, I am sorry if the
Speaker was cffended.

Mr. O'NEILL. I acted In absolute
complete fairness nd had intended to
do so all the way. Had there been any-
body to stand, I would have recognized
him.

Mr. WYLIE. Sir, I did not mean to
suggest that the Speaker was not
acting in fairness at all. What I was
suggesting was that we do have a con-
sensus bill here that the gentleman
has worked with the President of the
United States—

Mr. O'NEILL. That is not what the
gentleman said. The gentleman said I
had a fast gavel and it was not a fast
gavel. It was the normai procedure of
this House and on a bill of this type I
would never do a thiig like that.

I left the opportunity not only for a
vote on the previous ruestion, but for
a vote on the rule and there wa not a
man on either zide of the aisle that
stood.

Mr. WYLI. Well, I respectfully sig-
gest, sir, that I did not mean to offeRd
the Speaker and it was not—

Mr. O'NEILL. Well, the gentleman
has offended me, perhaps unintxton-
ally, nd I will accept his aplwy.

Mr. WYLIE. I am sorry fr that.
But in any evert, Mr. Chn, X

have concluded that we must Lace re-
ality and pass the bill before us today.
We cannot admit to a shorta1I n the
social security fund of $200 billion in
the next 7 years and do nothing about
it.

Social security recipients must iiot
b intimidated by the wught of
bankruptcy In the system. I do rot like
same parts of the packagt—--

The CHAIRMAN. The time of the
gentleman from Ohio (Mr. WYLIE) has
expired

Mr. CONABLE. Mr. Chairman, I
yield 1 additional minute to the gen-
tleman from Ohio.
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Mr. WYLIE. I thank the gentleman

for yielding.
Mr. Chairman, I do not feel It is in

the best Interests of the Federal work-
era or of the social security system to
have Federal workers merged into the
social security system. I think It would
be better— to have a broader base of
separate pension programs, rather
than throw them all into one massive
system, Including Federal employees
does not under present financing ar-
rangements help solve the problem,
since the Federal employees' retire-
ment program Is not in Itself self-sus-
taining.

This bill is a major accomplishment.
A consensus was reached as to how the
immediate crisis could be solved and
social security keptsolvent for at least
the next 30 years.

The bill provides a forum to avoid a
bitter partisan battle over social secu-
rity so we can go on to other problems.

It would be easy to vote no because
the Federal employees are included or
because self-employed people are In-
cluded.

Yes; there is a lot to disagree with in
this bill, but overriding all this, it
seems to me is the fact that we do not
have any better alternative. I have
concluded a no vote would be worse
than an aye vote.

Mr. PEPPER, Mr. Chairman, I yield
1 minute to the gentleman from Min-
nesota (Mr. VErro).

(Mr. VENTO asked and was given
permission to revise and extend his re-
marks.)

Mr. VENTO. Mr. Chairman, I rise In
strong support of the Pepper amend-
ment to H.R. 1900.

We have a basic choice to respond to
the long-term deficit problem facing
the social security system. The Pepper
approach suggests that we do so by
raising the tax about one-half percent
In the year 2010. I for one do not
object to that increase In cost of the
mature social security system. Remem-
ber that all of the money collected by
the social security program goes to
pay the benefits of the program, In es-
sezice, It goes to the survivors, the
spouses, the retired workers of Amer-
ica.

It Is always difficult to propose tax
increases to pay for programs that Is
one of the - major problems with
today's Federal fiscal policy.

While social security problems can
be counted as $2 or $3 billion of short-
fall, the rest of the Federal budget
deficit shortfall is counted in the hun-
dred's of billions. This sociai security
system and its benefit structure are
sound, far more sound than some crit-
'cs would have us believe today.

The Pepper approach to dealing
with the long-term deficit, indeed if
there is one in the year 2010, is appro-
priate, it keeps faith with todays work-
ers.

On the other hand the Pickle
amendment which just passed and
hopefully we will now overturn, breaks
faith with the American workers. The

Pickle amendment will resolve the
long-term deficit problem by cutting
benefits in a unique way.

The Pickle approach will save that
revenue because many potential re-
cipients will indeed not live to gain the
benefits that. they otherwise would
have been paid under the existing
social security—the current social con-
tract.

it literally saves the social security
system by running it and makes it gain
on the bones and the death of the po-
tential beneficiaries. I think this is
wrong and urge my colleague to reject
the Pickle approach.

We do not have to break faith with
the American worker, we do not have•
to pull the rug out from under the
group in our society who will be asked
to pay the highest taxes both payroll
and other domestic taxes of any gen-
eration in our history.

Mr. Speaker, let me address one
unique argument that the proponents
who urge us today to raise the age to
67 for full social security benefits, that
life expectancy has and perhaps will
increase dramatically justifying this
change.

Let me point out the truth and the
fact and at once the fallacy of this
Supposition.

Yes, life expectancy has Increased
dramatically however, working life ex-
pectancy now and In the future can
better be expressed in months not
years.

The fact is that workers who started
working at the inception of the social
security program are little different
from todays workers. Therefore what
the Pickle amendment amounts to is a
significant cut in benefits, virtually a
reneging, a shrinking from the great
social contract that social security rep-
resents.

To many Members they may feel
that we are dealing with something
that does not matter very much, that
In essence nobody will notice this rais-
ing of the retirement age, I can tell
you that you are wrong, It will be
screamed in the headlines across this
country, It will do more to break the
confidence than any recent action, the
confidence of Ainerjcans In this Con-
gress, at the first opportunity we will
have withdrawn from a long-standing
commitment and really shattered the
dreams of workers across America.

I simply can not understand the
logic of this Congress, this House
reaching out over 20 years to create
this type of credibility gap, creating a
loss of confidence In the Institution of
social security.

We would be well advised to adopt
the Pepper amendment and keep our
problem solving to the near and mid-
term social security issue and leave a
few questions to future Members of
this distinguished body.

It could almost be comical today If
the Implications of this change were
not as profound as they are. It is ludi-
crous to assume we will do anything
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but harm if we do not move to pass
the Pepper amendment.

Mr. Chairman, we are sitting and
looking today at a very unique situa-
tion, I for one am not offended by the
Pepper approach In terms of raising
taxes by a half percent in the year
2010 in order to provide benefits for
those that are on social security.

I would remind my colleagues in this
House that all the money that is paid
into the social security program
indeed Is paid out to the recipients,
generally to the aged and the others
we have classified.

The only way the proposition of the
gentleman from Texas (Mr. PIcx1E)
actually saves money is because a lot
of people that otherwise would engage
the benefit will not. To a large extent
it Is because they are going to be dead.
That is the way that It s'ves money.
That Is one way to do It. This is the
other way.

I think this breaks faith with the
social contract that exists, because
indeed while life expectancy has in-
creased dramatically, working life ex-
pectancy has not, and the consequence
of that is that we will be breaking
faith with those workers today in a
mature system of social security that
we are asking to pay the greatest
amount of any participants in history.

Let us vote up the Pepper amend-
ment and then pass this social security
package—a package I must say that is
a bitter pill to accept but necessary be-
cause of the dire condition in our
economy. The price of a failed eco-
nomic policy.

I can support this package without
the Pickle amendment with little en-
thusiasm, but with Pickle I feel the
basic fabric of this compromise pack-
age Is torn.

So let us vote for the Pepper ap-
proach and pass this package today.

Mr. PEPPER. Mr. Chairman, I yield
1 minute to the able gentlewoman
from Ohio (Ms. O4uus),

(Ms. OAKAR asked and was given
permission to revise and extend her re-
marks.)

Ms. OAKAR. Mr. Chairman,' I sup-
port the Pepper aanendnient. If the
Pickle amendment prevails, it will be
devastating for women. For women,
social security is their only retirement
benefit and now it Is about $250 a
month. If women retire at age 62, it is
about $189 a month. It will not be that
much better In the year 2000.

The Pickle amendment cuts that
benefit 12½ percent if they retire at 62
and 20 percent, It Is estimated, If they
retire at 87.

Now, Mr. Chairman, studies show
that the mortality rate of women is
declining and their disability rate is
rising. If the Pickle amendment pre-
vails, women will be in trouble.

I want to just tell this male-dominat-
ed body, whom I respect, women are
tired of seeing the budget cuts that
affect them, the discrimination in in-
surance and pensions and now what
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you want to do to women is to clobber under social securfty will help in the
them with the Pickle amendment. It is short run. However, today's contribu-
unfair. tor will become tomorrow's liability.

Who do you trust? Do you trust the Instead of the $9.3 billion savings
original Reagan proposal or do you claimed by the Ways and Means Com-
trust Senator CXAUIE PEPPEI? I trust mittee, other estimates show a short-
Sentator Cr..T.mE PEPPER and I hope term savings of less than $5 biilon be-
you support his amendment. tween 1983 and 1989. Even these

Mr. PEPPER. Mr. Chairman, I yield short-term gains, however, would be
1 minute to the able gentleman from offset by increased Government costs
Ohio (Mr. SToIus). in the future.

Mr. STOKES, Mr. Chairman, first, I Mr. Chairman, the. Government
want to congratulate the gentleman would have to increase its payments
from Florida (Mr. PEPPER) for the ex- into the civil service retirement trust
cellent statement he made in the well fund just to offset the revenue lost
today. He has had many fine hours in that will occur as new workers pay
this Chamber, but today certainly was into the social security system. Unless
his finest hour, these payments are made, the civil

I want to say to him that I think service retirement system reserve will
that we are indeed fortunate that he gradually disappear. If no new employ-
has offered this amendment and if we ees contrihue to the civil service re-
support this amendment, we have an tirement fund, the reserve will be ex-
opportunity this afternoon to correct hausted in about 20 years, and the
a very inequitable and unfair situa- civil service retirement system will be
tion. In the same potion as the social secu-

I am concerned particularly about rity system is nbw—current revenues
the effect of a reduction in benefits will not be sufficient to meet all cur-
when people receiving their checks are rent obligations.
already receiving checks that are at Given these facts, ft is difficult to
about the poverty line. When we con- see what the attractiveness is of plac-
sider the fact that the average check is ing newly hired Federal workers under
about $406 per month, or about $4,800 the social security system. I do not see
per year, and the poverty line is it, and neither do the millions of
$4,500, then we realize that an addi- Americans who have raised their
tional cut on these people is certainly voices in opposition to this provision.
unfair and inequitable. In addition, Mr. Chairman, I cannot

In addition to this, the speaker right support the provision of the commit-
before me, the gentlewoman from tee bill to defer the cost-of-living ad-
Ohio, has mentioned the unfairness as justment due in July 1983 until Janu-
it relates to women; but also, Mr. ary 1984, and paying all future cost-of-
Chairman, both minorities and women living adjustments in January instead
suffer more than others by benefit re- of the previous July.
ductions. Mr. Chairman, this provision would

Even though this legislation em- only result in reduced benefit levels—
bodies a major compromise, there are compared to the levels that would pre-
key elements of the entire bill which I vail under current law-—not only in
cannot, in good conscience, compro- 1983 but a'so in future years, because
mise on. each year social security recipients

Mr. Chairman, among the other pro- wou1d have to wait 6 months longer to
visions of particular concern to me is receive their COLA's than they would
the recommendation to place new Fed- under present lãw
eral hires under the social security Mr. Chairman, there are 26 million
system. I see this as an unfair, un- senior citizens in this country. Sixteen
sound, and unjustifiable proposai. percent of all senior citens have in-
Adding mfflions of people to an al- comes at or below the poverty level
ready overburdened social security and are struggling to make ends meet.
system just does not make sense. Any proposal to modify or reduce

Mr., Chairman, Federal workers cur- their cot-of-llving adjustments will
rently pay 7 percent of their salaries only place an even greater economic
into the civil service retirement hardship on the aged and dramatically
system. Under current funding, the reduce their present standard of
civil service retirement system is fi- living.
nancially soUnd and will remain so for In spite of the obvious needs of our
at least 100 years. But retirement sys- Natioi's senior citizens, Federal
tems depend on receipts from current budget reductions implemented last
employees to pay benefits to retired year have already imposed heavy bur-
workers. Placing newly hired workers dens on the elderly. Due to the admin-
under social security instead of the istration's policies, benefits to the
civil service retirement system would most needy senior citizens under the
qtilckiy bankrupt civil service retire food stamp, medicare and husing as-
ment. Once bankrupt, the cost to the sistance programs have been cut. In
taxpayers to meet civil service retire- fiscai year 1983, the President pro-
ment benefits already promised would posed additional cuts in not only these
be immense—a minimum of $185 bil- programs but also in senior citizen em-
lion according to independent re- ployment, social services, and nutri-
search> tion programs.

Mr. Chairman, advocates claim that Mr. Chairman, the elderly have al-
placing newly hired Federal workers ready suffered more than their fair
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share in budget reductions. This delay
in the cost-of-living adjustment will
only cause more hardship for the low-
income elderly w1o can ill-afford any
reduction in their protection against
the rising cost f living.

And finally, Mr. Chairman, I must
voice my strong oppzition to the
amendment, offered by the gentleman
from Texas, Mr. PICKLE. The Pickle
amendment would strike the provi
sions reducing initial benefit levels be-
ginning In the year 2OO and raising
payroU taxes beginning n the year
2015. Consequently, the amendmert
would gradually raise the orma1
social security retirement age from 65
to 67.

Mr. Chairman, raising the retire-
ment age under soch1 security will
have an extremely negative mact on
those people who are unable o work
beyond age 65—or age 62, for that
matter because of poor health or be.
cause they have lost their jobs and are
unlikely to be able to find new employ-
ment at an advanced age. The Pickle
amendment assumes that jobs will be
readily available to all who want them,
and it also assumes that the disability
program will be "improved" to take
care of those who cannot ccntinue to
work. Persons in low-paid, physically
demanding work, and minorities who
have a lower life expectancy, will be
heavy losers if the social security re-
tirement age is raised.

Further, Mr. Chairman, the Pickle
amendment clearly constitutes an-
other benefit cut for the elderly and
uses this benefit cut to make up the
estimated shortfail. Instead of the
Pickle amendment, I favor the amend-
ment offered by the distinguished gen-
tleman from Florida, Mr. PEPPER. The
Pepper amendment eliminates the re-
maining projected shortfaU in the
social security trust funds without re-
sorting to benefit cuts beyond those
recommended by the Social Security
Commission.

Mr. Chairman, I urge those of my
colleagues who may be tempted to ap
prove r&sing the retirement age, to
ask themselves if they are also firmiy
committed te coupling this change
with xiew job training and placement
programs, not just for dislocated work
ers, but also for persons in their :ty';
with limited paid wrk exprene;
whether they are willing to upprt
more liberal disability progrars for
persons unable to work; whthr they
will stand behind vigorous nforce
ment laws prohibiting age, sex, and
racial dIscriminttion In eip1cyrnent.

Mr. Chairman, without on integrai
linking of such poilcies, raising tie ag
of ret!renient or decreasing re1ace-
ment rates may contribute th the tu
anal balance of the social security
system, but will also &jgrvate the
"actuarial balance" between affluence
and poverty In tith Nation.

Mr. Chairman, If the Pepper amend-
ment fails I carmot n good consicience
support this legislation. I urge my col-
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leagues to support the Pepper amend-
nient.

0 1810
Mr. PEPPER. Mr. Chairman, I yield

1 minute to the distinguished gentle-
man from California (Mr. ROYBAL)..

Mr. ROYBAL. Mr. Chklrman, the
Pepper amendment is the only vehicle
that we have to signal to the American
people that we mean it when we say
that we are not going to cut social se-
curity.

We should support the Pepper
amendment because it does not cut
benefits for current workers who are
future retirees, and the Pickle amend-
ment does. The Pepper amendment
does not unnecessarily burden minor-
ities and women, and the Pickle
amendment does. It does not disrupt
the basic concept or the compact be-
tween our Government and the people
f the United States, and the Pickle
amendment does just that.

If we truly want to protect those
who will be too old or too infirm to
support themselves, then the choice, is
quite clear: The Pepper amendment
must be adopted. This is an amend-
ment that wifi definitely put in its cor-
rect perspective the future of the
American senior citizen, a concept led
and championed by Mr. Senior Citizen
himself, the gentleman from Florida
(Mr PEPPER).

I strongly urge a yes vote on the
Pepper amendment.

The CHAIRMAN. The Chair would
like to advise the gentleman from
Florida (Mr. PEPPER) that he has 16
minutes remaining.

Mr. PEPPER. Mr. Chairman, I yield
1 minute to the distinguished gentle-
man from Maryland (Mr. MITCHELL).

Mr. MITCEET.L, Mr. Chairman,
when my father lived, he worked as a
waiter. That was one of the few occu-
pations that was open to a black man
in my city. he could be a waiter, he
could teach school, maybe work In the
post office, but my father worked as a
waiter.

As a waiter, he worked 10 hours a
day, and 11 any of you have ever
waited tables, you know what it, means
carrying heavy trays for 10 hours a
day, He did it because he had children
that he loved and wanted to support.

He burned out—he burned out—at
age 62, but he kept on going, further
jeopardizing his health, until he
reached age 65. At 65, because he had
not been covered earlier under social
security, he got a pittance, and he
would have starved had not his cliii-
dren whom he loved, loved him and
took care of him.

There are occupations where people
burn out despite progress that has
been made In this Nation. They burn
out

Support the Pepper amendment. For
God's sake support it

Mr. PEPPER, Mr. Chairman, I yield
1 minute to the able gentleman from
New Mexico (Mr. RIcIwsoN).

Mr. RICHARDSON. Mr. Speaker, I
was one of those Democrats elected to

CONGRESSIONAL RECORD — HOUSE
Congress on the banner of protecting
social security, and I feel if this body
rejects the Pepper amendment it will
be destroying that banner and saying
"tough beans" to the millions of
Americans who work with their hands,
who would be badly hurt by the pas-
sage of the Pickle amendment to raise
the retirement age.

The Pepper amendment does not cut
benefits. The Pepper amendment does
not burden minorities and women who
might have to retfre early because of
health problemo and employment.

The Pepper amendment preserves
the basic compact between the Gov-
ernment and the people.

Mr. Speaker, I feel that if this body
rejects the Pepper amendment, we will
be turning our backs on the millions of
Americans who have broken their
backs for this country. Let us not cut
benefits. Let us preserve and protect
social security--the people of northern
New Mexico elected me to do that I
hope the House of Representatives
passes the Pepper amendment. It is a
vote to preserve social security,

Mr. PEPPER. Mr. Chairman, I yield
1 minute to the gentleman from Wis-
consin (Mr. OBsr).

Mr. OBEY. Mr. Chairman. I made it
clear in earlier debate that I had no
knee-jerk objection to the Pickle
amendment If all it did was to raise
the retirement age by 1 year In the
21st century but this bill, as it stands
now, also reduces benefits below
today's present amounts for people
who have to retire early, people who
are going to need those benefits more
than anybody else.

I think the gentleman from Missouri
(Mr. GnpHsanT) made the essential
point: The committee bill had the
virtue of at least sharing the burden
of benefit reductions broadly across
society. Now, the way this bill stands,
the biggest load is laid on the backs of
the people who can least afford to
carry It, and I would urge my col-
leagues, therefore, to recognize that
the only option left to achieve real
fairness is the Pepper amendment, and
I would urge support for the Pepper
amendment.

Mr. PEPPER. Mr. Chairman, I yield
1 minute to the distinguished gentle-
man from Massachusetts (Mr. Sxr-
NON).

Mr. SHANNON. I thank the gentle-
man for yielding this time to me.

Mr. Chairman, I think we made a
mistake on the last amendment. What
we did was, we upset a very, very care-
fully placed balance. After the Social
Security Commission Issued its report,
we said we were going to try to pass a
bill that spreads the burden of solving
the social security problem.

I sin afraid that the Pickle amend-
ment which has been adopted upsets
that balance.

We have a chance, by adopting the
amendment offered by the gentleman
from Florida, to put that problem
right, to solve that problem, and to say
we are going to keep to our commit-

II 1075
ment not to cut benefits. We are going
to keep to our commitment not to
single out a segment of the society and
say that it Is going to bear the total
burden.

The Pepper amendment ofers us
the opportunity to do that. I urge all
roy colleagues to support it.

I think the most Important thing is,
beyond passing the Pepper amend-
ment, we pass this bill. We have a
chance to come back together, put the
Pepper amendment into the bill, and
then, most important of all, no matter
what happens on this amendment, we
have to vote to get this legislation
through and solve the total problem
that we are facing In social security.

Mr. PEPPER. If I may have the at-
tention of the gentleman from New
York (Mi-, CONABLE), I have only one
more speaker, Does the gentleman
have any requests for time?

Mr. CONABLE. Mr. Chairman, I do
have a request for time. May I ask
how much time Is remaining?

The CHAIRMAN, The gentleman
from Florida has 12 mInutes remain-
ing, and the gentleman from New
York (Mr. CoNaaLE) has 56 mInutes re-
maining.

Mr. CONABLE. Mr. Chairman, I
yield such time as he may consume to
the gentleman from New York (Mr.
Fisu).

(Mr. FISH asked and was given per-
mission to revise and extend his re-
marks.)

Mr. FISH. Mr. Chairman, I will sup-
port H,R. 1900, whIch represents a val-
•iant effort to provide a sound financial
future for the social security system.
We cannot afford to delay any further
legislation designed to eliminate the
projected shortfalls In OASDI
through 1990. The committee has
done a good job In spreading the cost
of saving social security without ha-
posing an undue hardship on any one
sector of the population.

Despite my overall support for H.R.
1900, I have been greatly disturbed by
the consequences of one of its provi-
sions. Since the beginning of last
month, many groups of Federal em-
ployees, both in the 21st Congression-
al District and here In Washington,
D.C., have been expressing their deep
concern over the impact of universal
coverage on the future of the civil
service retirement system. These hard-
working public servants are truly wor-
ried that when they retire, there will
be no money left for their Federal
pension. Questions have been raised as
to why a healthy system Is being sacri-
ficed for a sick one, and why a system
older and more efficient than social se-
curity should be changed In the
future. Many of these people ex-
pressed the view that Federal workers
are being made a scapegoat for the pri-
vate sector, and that universal cover-
age is just the latest of several recent
efforts to make Federal employment
unattractive and Inefficient.
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For me to vote for H.R. 1900, I had

to satisfy both my concerns, which I
share with these Federal workers, and
those of the many people who have
taken the time to visit me in my dis-
trict and In Washington. In today's
debate, the gentleman from Michigan,
chairman of the Post Office and Civil
Service Committee, Mr. Fow, has as-
sured this body and Federal workers
that his committee recognizes its re-
sponsiblilty and will fashion a plan to
Insure that Federal workers get the
full retirement benefits they have
been promised for many years. I am
confident that the Congress will act to
make sure our contract with Federal
workers will be fulfilled.

Mr. CONABLE. Mr. Chairman, I
yield such time as he may consume to
the gentleman from Idaho (Mr.
CauG).

(Mr. CRAIG asked and was given
permission to revise and extend his re-
marks.)

Mr. CRAIG. Mr. Chairman, I stand
In opposition to the Pepper amend-
ment that taxes are not the solution
to our problem.

(Mr. CRAIG addressed the Commit-
tee. His remarks will appear hereafter
In the Extensions of Remarks.]

0 1820
Mr. CONABL. Mr. Chairman, I

yield 5 minutes to the gentleman from
Texas (Mr. PIcxiE).

(Mr. PICKLE asked and was given
permission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, first
and foremost, I want to pay my re-
spects to my dear friend, Senator
PEPPER. He and I do have a difference
on the approach we should take In the
long term. Mine is as sincere as I know
his is. I have advocated this for 2
years. I think it is the proper ap-
proach.

I have asked for this time simply to
say to my colleagues that a great
many statements have been made In
the well now that are not factually
correct, and I would hope that we
would not be so worked up emotional-
ly that we lose sight of the fact of ex-
actly what we have done.

Let me respond first by saying that
if we go with Senator PEPPER's amend-
ment now, we are saying in effect that
from now on the only way we will cor-
rect long-term deficits in the social se-
curity program is to raise taxes. There
must be some other way than Just to
keep raising taxes, because eventually
that is going to get so onerous the
American people will rebel. We know
that under the committee bill It Is over
15 percent, and within a short time, by
Senator PEPPER's amendment, ft would
be 18.3 percent. There just simply
must be some way to correct the social
security problem other than by just
raisIng taxes. I would think that the
approach we have taken will do that.

Let us keep In mind that the amend-
ment we have Just passed does not
raise taxes. The bill has a reduction of
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the 0.68-percent deficit by making 60
percent of that deficit in reductions in
benefits and an Increase of 0.24 per-
cent in taxes. It does both.

There has been criticism, as I said,
that the Pickle amendment clobbers
the ladles, that it hurts the coal
miners, and that it prevents the young
from being able to retire on time.
What we can do today we can still do
under the amendment we just passed.
My amendment does not change any
of that. It does not change the right to
claim benefits at 62, nor does it affect
medicare at 65, nor does it affect SSI.
We simply do not touch that.

Now, it Is true that if one did not
stay in the work force 1 more year, in
the year 2009 approximately, then
there would be some slowing in the
growth of benefits. I am of the opinion
that the American people would
expect us to make some structural
change In the social security program.
That Is not being harsh. If we leave
our hearts to control what we do, we
would then raise benefits and raise
taxes, and then everybody could retire
with all the money in the world they
need.

Social security is not a full retire-
ment program. It is a floor. It is a sup-
plement, and it can be supported only
as long as the American people will
support it. I say to the Members that
if we keep going in the direction of
Senator PEPPER, then there will be a
generation gap, there will be genera-
tion conflict, and our young people
simply will not continue to support it.

When we go to any of our high
school groups, when we go to our
young businessmen's groups, and ask
them, "Which do you want to do, raise
taxes or raise the age?" By a 9-to-i
vote, or more, they say, "Do not raise
taxes."

If we go to our elderly people, as I
have in my senior citizens' homes, and
ask them, 'Should we raise taxes p0-
tentially?" As much as they want the
benefits, they do not endorse that
automatically because they have chil-
dren; they have sons and grandsons,
daughters and granddaughters coming
up.

The temptation Is just to say, "Let
us raise taxes a modest amount and
pay these benefits." That is what we
would ilke to do. None of us ran on a
platform that we want to cut benefits,
but I do think that the American
people expect us to do the responsible
thing, and that is to keep the social se-
curity program solvent.

Let us not think for a moment now
that what we have done at 62 would
keep everybody In so they cannot get
benefits for another 2 years. That Is
not correct. They have about five op-
tions to retire, and take early retire-
ment now. I do not change any of
that. There is a slight reduction in 20
years from now, there Is another one
in the year 2027, but there are no
taxes and nobody is hurt.

Most of all—and I want the Mem-
bers to hear this—we put in this bill
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an amendment that directs the Secre-
tary of HHS to give us a description of
the occupational disabilities. So all
these concerns that have been ex-
pressed have been taken care of, and
they are not taken care of in the bill.
If Members follow the bill at this time,
then they must understand that they
would get none of that relief.

Mr. SEIBERLING. Mr. Chairman,
will the gentleman yield?

The CHAIRMAN. The time of the
gentleman from Texas (Mr. PICKI.E)
has expired.

Mr. CONABLE. Mr. Chariman, I
yield 1 additIonal minute to the gen-
tleman from Texas (Mr. Pxcicu).

Mr. PICKLE. I yield to the gentle-
man from Ohio.

Mr. SEIBERLING. Mr. Chairman, I
thank the gentleman from yielding.

I spoke today and I spoke yesterday
about the fact that this bill raises
social security payroll taxes and that
this adds to the increasingly regressive
character of our entire taxing system.
I agree with the gentleman about rais-
ing taxes, but I am not worried about
what happens in 2010, 20 years from
now.

We have to do something very soon
about cutting the payroll tax, and we
have a means of doing so. The medi-
care program is going to be in the
same financial fix that social security
is at the end of this next decade. We
can move on that, transfer the cost of
medicare to the generations, and cut
the payroll taxes. That is what we
ought to be doing.

Mr. PICKLE. Mr. Chairman, the
question on the amendment we have
before us and the controversy we have
is, how do we handie the long range?
In the short range this bifi raises $165
billion, so we do not have a shortfail,
and we have taken every precaution
that the money will be there. But if
we just raise taxes, we must under-
stand that taxes cause Inflation and
taxes cause unemployment.

Mr. SEIBERLING. Mr. Chairman, I
could not agree with the gentleman
more in that respect.

The CHAIRMAN. The time of the
gentleman from Texas (Mr. PIcE)
has expired.

Mr. CONABLE. Mr. Chairman, I
yield myself 2 minutes.

Mr. Chiirrnan, I had not intended to
say anything further, but it does occur
to me that the point the gentleman
from Texas (Mr. PIcKI) makes I a
terribly lnportant one.

We must have the capacity to
reform critical institutions like the
social security system. Institutions
which carnot be reformed b€.corne
rigid and eventually shatter. The
social contract must be a pliable thing,
bent to the public will and adjusted to
the needs of the times.
-For instance, at some time I hope

the social security system can be re-
formed to provide a better system of
benefits for working women. As it was
drawn in 1935, the social security
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system was designed to protect the
one-wage-earner family, and the result
was that we provided spousai benefits
but did not leave a system wuich could
accommodate to the intervention of
large numbers of women In the work
force on an intermittent basis.

Women now contribute to social se
curity substantial sums of money but
rarely get any return on their money
because their derivative benefits as
wives exceed the benefits they earn as
workers. Thus what they contribute to
the system helps others but does no
help them at all.

Correcting much anomalies is the
sort of reform we must achieve, and if
all we can do is raise taxes, we will
never achieve It.

What we do to change the system,
though, must be thoughtfully done,
must be done over a period of time,
and must be well adapted to the situa-
tions In which we find ourselves and
which constantly change.

Mr. Chairman. I hope that we will
not decide now to abandon the idea of
reform and simply raise taxes. A vote
for the Pepper amendment says that
reform Is Impossible,, just because the
subject Is so Important.

The CHAIRMAN. The time of the
gentleman from New York (Mr. CONA-
ELE) has expired.

Ms. OAKAR. Mr. Chairman, will the
gentleman yield to me?

Mr. CONABLE. Mr. Chairman, I
yield back the balance of my time.

Mr. PEPPER. Mr. Chairman, may I
Inquire, how much time do I have re-
maining?

The CHAIRMAN. The gentleman
from Florida (Mr. PEPPER) has 12 min-
utes remaining.

Mr. PEPPER. Mr. Chairman, I yield
such time as he may consume to the
gentleman from Pennsylvania (Mr.
WALGRZN),

(Mr. WALOREN asked and was
given permission to reviar and extend
his remarks.)

Mr. WALOREN. Mr. Chairman, I be-
lieve It Is unconscionable to raise the
retirement age at which people will be
eligible for full social security benefits.
This amendment Is based on the asser-
tion that Americans are living longer
and therefore it would be reasonable
to ask us to work longer. That assump-
tion Is patently faire. The increase In
the average life expectancy of Ameri-
cans is not because we are living
longer. The increase in average life ex-
pectancy is because Infant mortality is
declining, Although mere people are
living to be 60 or 70 years old, none of
us are living any longer.

The fact is that someone reaching
the age of 45 In 1950 could expect to
live 24 more years. Someone reaching
the age of 45 in 1970 could expect to
live no longer, Someone reaching the
age of 65 in 1900 could expect to live
to the age of 70. Someone reaching
the age of 65 in 1970 could expect to
live no longer.

When we say Americans are living
longer, we really mean that more
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Americans are living to be 65 years or
older. We do not mean that those who
reach 65 are living any longer, or are
in any better condition to continue
work. Any Increase In retirement age
can only be supported if those who
reach age 85 live longer. They do not.

I believe there is a serious misunder-
standing of life expectancy by many
who support Mr. Pxcxx.s's amendment.
Many will be surprised to know that
those reaching age 65 in 1970 can
expect to live no longer than those
who reached age 55 at the turn of the
century In 1900. Even though the aver-
age life expectancy rose from 50 to 75
years of age during that time. The
reason is that, In 1900, Infant mortal-
ity was much higher. The fact that
infant mortality has fallen says noth-
ing about the ability of those who
reach 65 to continue working.

To raise the retirement age Is the ul-
timate cut fin benefits. The same
number of people will be dying at age
66 and 67 as always have died during
those years. For those who choose to
work until full retirement, but die at
age 66, the Pickle amendment elimi-
nates their benefits completely.

I emphasize that the President's
Commission made no such recommen-
dation as is contained in Mr. PIcxi.E's
amendment. Should this amendment
be adopted, we would deeply violate
the standard of retirement we have set
in this country. If this amendment Is
adopted, this bill does not deserve to
be supported.

Mr. PEPPER. Mr. Chairman. I yield
1 mInute to the able gentleman from
Florida (Mr. San'n).

(Mr. SMITH of Florida addressed
the Committee. His remarks will
appear hereafter in the Extensions of
Remarks.]

Mr. PEPPER. Mr. Chairman, I yield
1 mInute to the able gentleman from
California (Mr. WAxMAri).

(Mr. WAXIvIAN asked and was given
permission to revise and extend his re-
marka)

Mr. WAXMAN. Mr. Chairman, I
know many In this room thought that
the Ways and Means proposal was an
equitable way to resolve the issue of
long term financing for social security.
It balanced out some tax Increases
with benefit cuts.

But the fact of the matter is we now
have beforeus the choice of the Pickle
amendment, which places the full
burden of dealing with the long-term
problem by cutting the benefits for
many people who wifi be least able to
be on It.

So I would recommend that we sup-
port the Pepper proposal. Then if we
see down the road that we need to
make changes in the law we can make
those changes.

But once we change the retirement
age to 67, the private pensions will
change their retirement age to 67 as
well and we will have no realistic op-
portunity to revise what many of us
believe to be a major error,
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Let us vote for the Pepper provision

for the long-term financing of the
system and make the changes down
the road If we need to. We will be able
to do It far better if the Pepper
amendment Is adopted.

I would urge my colleagues to vcite
aye for the Pepper amendment.

Mr. PEPPER. Mr. Chairman, I make
the point of order that a quorum is
not present.

The CHAIRMAN. The Chair will
count. Eighty-seven Members are pres-
ent, not a quorum.

Members will record their votes by
electronic device.

The call was taken by electronic
device,

The following Members responded
to their names:

(Roll No. 231
ANSWERED 'PRESENT"—403

Akaka
Guarini

Alboata
Crane, Daniel Gunderson

Alexander
Crane, Philip Hall (IN)

Anderson
Crockett Hall (Ox)

Andrews (NC)
Dannemeyer
Daschle

Hall, E iph

Andrews
Hail, Sam

(TX)
Annunzlo

Daub Hamilton
Davis Hammerschmldt
de is Garsa Hance
Dellums Hansen (ID)

AuCoin
Derrick Hansen (lIT)

Badham
Dewine Harkin

Barnard
Dickinson Harrison

Bartlett
Dicks Hartnett

Bate!nan
DixOn Hatcher

Bates
Donnelly Hawkins

Bedeil
Dorgan Hefner

Beilenson
Dowdy Heftel

Bennett
Downey Hertel

Bereuter
Dreier Hightower

Berman
Duncan Hiler

Bethune
Durbin HUlls

Bevifi
Dwyer Holt

Biaggi
Dymally Hopkins

Billrakls
Dyson Horton

Bifley
Early Howard

Boehiert
Eckart Hoyer

Boggs
Edgar Hubbard

Boner
Edwards (CA)
Edwards

Huckaby

Bonior
(OK) Hughes

Emerson Hunter
Bonker
Borskl

English Hutto
Erdreich Hyàe

Boucher
Erlenborn Ireland

Bouquarci
Evans (LA) Jacobs

Boxer
Evans (IL) Jenkins
Fasceil Johnson

Britt
Fazio Jones (NC)

Brooks
Feighan Jones (OK)

Broomfield
Ferraro Jones (TN)

Brown
Fields Kaptur

Brown
Fish Kasich

(CO)
Broyhill

Flippo Kazen

Burton
Florlo Kemp
Pogiletta Kennelly
Foley Kildee
Ford (MI) Kindness
Ford (TN) Kogovsek

Carr
Powler Kolt,er
Franklin Kostmayer

Chandler Frenesi Kramer
Frost LaFalce
Fuqua Lagomarsino

Clarke
Garcia Lantos
Gydos Latta

Clay Geidenson Leach
Clinger Gekas Leath

Coeilio
Gephardt Lehman (CA)

Coleman
Gibbons . Leland

Coleman
Gilman Lent

(TX)
CollIns

Gingrich Levin

Conable
Glickman Levine

Conte
Gonzalez Levitas
Goodling Lewis (CA)

Conyers Gore Lewis (FL)
Cooper Gradlson Llpinski

Gramm Livingston
Coughlln
Courter

Gray Loeffler
Green Long (LA)
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Lott Parris Snowe
Lowery (CA) Pashayan Snyder
Lowry (WA) Patman Solars
Lujan Paul Solomon
Luken Pease Spence
Lundine Penny Spratt
Lungren Pepper Staggers
Mack Perkins Stangeland
MacKay Petri Stenholln
Madigan Pickle Stokes
Markey Porter Stratton
Marlenee Price Studda
Marriott Pritchard Stump
Martin (IL) Pursell Sundciu!st
Martin (NC) Quulen Swift
Martin (NY) RahaU Synar
Martinez Rangel Tallon
Matsul Ratcbford Tauke
Mavroules Ray Tauzin
Mazzoll Regula Taylor
McCaIn Reid Thomas (CA)
McCandless Richardson Thomas (GA)
McCloskey Ridge Torres
McCollum Rinaldo Torricelli
McCurdy Ritter Towns
Mcflade Roberts Trazier
McEwen Robinson Valentine
McGrath Rodino Vander Jagt
McHugh Roe Vandergrifl
McKernafl Roemer Vento
McNulty Rogers Volkmer
Mica Rose Vucanovich
Michel Rostenkowski Waigren
Mikulaki Roth Walker
Miller (CA) Roukema Watkins
Miller (OH) Rowland Waxinan
Mineta Roybal Weaver
Minish Rudd Weber
Mitchell Russo Weiss
Moakley Sabo Wheat
Molinari Savage Whltehurst
Mollohan Sawyer Whitley
Montgomery Schneider Whittaker
Moody Schroeder Whitten
Moore Schulze Williams (MT)
Moorhead Schumer Williams (OH)
Morrison (CT) Seiberling Wilson
Mrazek Shannon Winn
Murphy Sharp Wlrth
Murtha Shaw Wise
Myers Shelby Wolf
Natcher Shumway Wolpe
Nelson Sikorski Wortley
Nichols Stljander Wright
Nielson Simon Wyden
Nowak Sisisky Wylie
OBrien Skeen Yates
Oakar Skelton Yatron
Oberstar Slattery Young (AK)

• Obey Smith (FL) Young (FL)
Olin Smith (IA) Young (MO)
Owens Smith (NE) Zablocki
Oxley Smith (NJ) Zschau
Packard Smith, Denny
Panetta Smith, RObert

0 1850
The CHAIRMAN. Four hundred and

three Members have answered to their
names, a quorum Is present, and the
Committee will resume Its business.

The Chair recognizes the gentleman
from Florida (Mr. PzmiO.

Mr. PEPPER. Mr. Chairman, I yield
the remainder of my time to our dis-
tinguished Speaker, the gentleman
from Massachusetts (Mr. O'NEILL).

(Mr. O'NEILL asked and was given
permission to revise and extend his re-
marks.)

Mr. O'NEILL. Mr. Chairman, I rise
in support of the amendment offered
by Senator PEPPER. However, before I
address myself to that amendment, I
want to commend Chairman DAK Ros-
TENKOWSKI, JAKE PICKLE, HAROLD
FORD, and ANDY JACOBS for the excel-
lent work they have done in bringing
this landmark legislation to the floor.

It is just about a year ago the Presi-
dent of the United States, President
Reagan, was proposing a national com-
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mission. And it was decided that a na-
tional commission would be appointed.
I appointed Chairman CLAUDE PEPPER,
Robert Bail and Martha Keys to the
National Commission on Social Secu-
rity Reform. Senator BYtw appointed
the following Democrats, Senator
MoYNI, and Lane Kirkland.

When I appointed them there was
little hope that the Commission would
accomplish much. Well, In fact, it has
accomplished a great deal and reached
a general consensus of the nature of
the problem and the measures neces-
sary to deal with the problem.

For all of this, I want to thank
CLAUDE Pxpp. What a beautiful and
brilliant job you did. It Is regrettable
that we did not have more Members
on the floor today when you gave
those brilliant remarks. In my 30 years
It was one of the finest speeches I
have ever heard.

I want to thank all the members of
the Commission, particularly the ones
that I appointed myself: I had the op-
portunity of seeing Martha here today
and Bob Ball out in the hail.

It was a bipartisan consensus and a
bipartisan report. That report is the
basis of legislation which we are con-
sidering today. We owe a debt of grati-
tude to every member of the Commis-
sion for their hard work and their per-
severance in producing this report.

Social security represents a basic
contract between the Government and
the citizens of this Nation. No pro-
gram affects more Americans, no pro-
gram is as sacred as this one, and, con-
sequently, saving it and reforming It is
difficult and controversial.

The program was enacted because of
a crisis, the Great Depression. In 1935
only one-sixth of the Nation's elderly
had income from savings or invest-
ments to live on. Sixty percent of the
elderly lived in poverty back in the
thirties. And upholding the constitu-
tionality of the social security, Su-
preme Court Justice Cardozo observed,
the Nation responded to the call of
the distressed when it passed the
social security tax.

Well, I myself worked with the Com-
mission. So many times with the Com-
mission, so many times did I talk to
them I would have to say probably 50
times along the line. We discussed the
definitions, we discussed the 8-month
COLA. Could we go along with it? But
no benefit cuts along the line, it was
agreed.

We talked about taxing a portion of
social security benefits, that part the
employer had paid in for the recipient.
All right. No benefit cuts were to be
made.

We talked about the Federal em-
ployees and I have seen so many
around here. Originally is was thought
that we would put all the Federal em-
ployees in. Then the unions came, the
Federal unions. "Would you drop out
the Federal employees?"

And then we put in those who had
not been vested, had been here but 5
years and were not vested.
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And then they came to us a second

time and they said, "Will you drop
them out?"

We told them that we were going to
put in future employees and they
winked as though everything was fine.
And suddenly they appear on the hori-
zon here and to those appearing here.
I think it has been very, very unfair,
because in no way have we hurt them
whatsoever.

What is this bill all about today?
The truth of the matter is we are all
in agreement on both sides of the aisle
as far as saving the system as of today
and today Is the day of crisis. Because
of this bill the social security is secure
for the next 25 or 30 years.

But we are thinking beyond 25 and
30 years. That is what the argument Is
all about today.

It came down to three issues. The
Issue of the committee's amendment
that was amended by the gentleman
from Texas (Mr. Picxi.x). And the
amendment as written in the bill was
really a compromise between the
Pepper amendment and the Pickle
amendment.

And so basically It came down to
this: Is there any increase in tax? I
would have to say, yes, there is an in-
crease in tax in all three bills. How is
there an increase? I see the gentleman
from Texas rises himself. Well, In
1984, goes to 5.70 and it remains at
that. In 1988 the current law stays at
5.70, the committee bill, which Is not
changed by the gentleman's amend-
ment, goes to 6.06. In 1989, it remains
at 6.06. And in 1990, it goes to 6.20.

The difference betwen the gentle-
man's bill and D Rosryxowsxx's,
the Ways and Means Committee bill,
was the Ways and Means Committee
increased that 6.2 by 0.25 in 2015.
That is t'enty-f our one-hundredths
percent. And then there are the bend
point changes.

The Pepper bill, what the Pepper
bill does is increase the tax rate in the
year 2010 by 0.54. Point 54, that is not
54 percent, that Is just a little more
than one-half of 1 percent in the year
2010.

Well, what the Pickle did along the
line was this. As far as the committee
bifi, the workers retiring at the age of
62 in the year 2007, there was a deduc-
tion of 5 percent in the benefits. The
Pickle bill, 6 percent in the benefits.

If you retired at the age of 62 In the
2022, 5 percent in the committee bill;
12 percent in the Pickle bill.

And so It goes along that way. If you
go to 66, 67, the increases are that you
take It out of the benefits. It comes
down to basically this: Should you in-
crease the tax one-half of 1 percent or
should you cut those who retire at the
age of 62 ultimately 14 percent, be-
cause you cut them from 80 to 70 per-
cent of full benefits, Is a 2-percent
cut.

Now the interesting thing about it is
this. It is just a question of philosophy
as to what you believe In. I want the
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people on my side of the aisle to vote
for the bill whether the Pepper bill
passes or not and I am sure the gentle-

RECORDED VOTE

Mr. DANNEMEYER. Mr. Chairman,
I demand a recorded vote.

Hutto McKinney Shelby
Hyde Mica Shumway
Ireland Michel Shuster
Jef fords Miller (CA) Sikorskiman from Florida (Mr. PEPPER) is A recorded vote was ordered. Jenkins Miller (OH> Slljander

going to vote for it. And I hope and
trust that as many who suppported
the Pickle bill on this side will vote for

The vote was taken by electronic
device, and there were—ayes 132, noes
296, not vottng 5. as follows:

Johnson Molinari Skeen
Jones (NC) Montgomery Slattery
Jones (OK) Moore Smith (IA)
Jones (TN) Moorhead Smtth (NE)final passage of the bill. It is a ques-

tion of philosophy. (Ro1 No. 24]
AYES—132

Kasich Morrison (WA) Smith (NJ)
Kastenmeier Mrazek Smith, Denny
Kazen MurphyI believe that we made a commit-

ment along the line and I know I did
to the cominttee that I appointed as I
talked with them time after time when
they were m the art of compromise
with the President. No benefit cuts at
any time. No benefit cuts at any time.
Yes; we will make concessions in the
COLA. Yes; we will make concessions
on the taxing of the social security.
Yes; we will make concessions on this
along the ime, but no benefit cuts.

Why do I talk that way? In my life-
time in politics there have been two
important pieces of legislation that
sing out. The social security bill of the
thirties and In the fifties the 01 bill of
rights. The social security gave dignity
to the golden agers of America in the
twilight of their career. The GI bill of
rights educated 19 million Americans.
And the interesting fact about it Is we
are changing tradition today. History
is being written on this floor. We are
changing the tradition of this country.
In America, each generation has
always paid for the generation that
has gone before them, because the
generation, the senior citizens in thefr
seventies and eighties, paid for the bill
of rights. They paid for the social se-
curity system through the years. Afld
what are we doing today? We are
changing the system of this Govern-
ment and how this Congress has

Ackerman Frost Pepper
Addabbo Garcia Perkins
Alexander Geidenson Pnce
Anderson Gonzalez Rahall
Andrews (NC) Gray Rangel
Axinunzio Guarim Rachford
Aspin Hall (XN Reid
Barnes Hall (OH) Richardson
Berman Rarrison Rodmo
Biaggi Hawkins Roe
Boggs Hertel Rose
Bonior Roward Roybal
Bonker Eoyer Russo
Borski Ruckaby Savage
Boucher Jacobs Scheuer
Boxer Kaptur Schneider
Brown (CA) Kennelly Schumer
Bryant Kildee Seiberling
Burton (CA) Kolter Shannon
Carr Kostmayer Simon
Clarke Lehman (FL) Sisisky
Clay Leland Skelton
Collins Levin Smith (FL)
Conyers Levine Solarz
Coyne Lowry (WA Spratt
Crockett Markey St Germain
DAniours Martinez Staggers
Delluins Mavroijles Stokes
Dixon McCloskey Swift
Donnelly McNiUty Tailon
Dowdy Mikuiski Torres
Durbin Mineta Torriceui
Dwyer Minish Towns
Dymally Mitchell Traxler
Dyson Moakiey Vento
Early Mollohan Walgren
Edwards (CA) Moody Waxman
Evans (IL) Morrison (CT) Weaver
Fascell Oakar Weiss
Ferraro Oberstar Wheat
Foglietta Obey Wise
Foley Ottinger Yates
Ford (MI) Owens Young (MO)
Frank Patterson Zablocki

Robert
Kemp Murtha Snowe
Kindness Myers Snyder
Kogovsek Natcher Solomon
Kramer Nelson Spence
LaFalce Nichols Sangeland
Lagomarsino Nielson Stark
Lantos Nowak Stenhoim
Latta O'Brien Stratton
Leach Olin Studds
Leath Ortz Stump
Lehman (CA) Oxley Sundquist
Lent Packard Synar
Levitas Panetta Tauke
Lewis (CA) Parris Tauzin
Lewis (FL) Pashayan Taylor
Lipinki P*tman Thomas (CA)
Livingston Paul Thomas (GA)
Loeffier Pease tjdafl
Long (LA) Penny Valentine
Long (MD) Petri Vander Jagt
Lott Pickle Vandergriff
Lowery (CA) Porter Vollcjner
Lujan Pritchard Vucanovich
Luken Pursell walker
Lundme Quillen watkins
Lungren Ray Weber
Mack Regula Whitehurst
MacKay Ridge Whitley
Madigan Rinaldo Whittaker
Marlenee Ritter. Whitten
Marriott Roberts Williams (MT)
Martin (IL) Robinson Williams (OH)
Martin (NC) Roemer wilson
Martin (NY> Rogers Winn
Matsui Rostenkowski Wirth
Mazzoli Roth wolf
McCain Roukema Wolpe
McCandless Rowland Wortley
McCollwn Rudd Wright
McCurdy Sabo Wyden
McDade Sawyer wylie
McDonald Schroeder Yatron
McEwen Schulze Young (AK)
McGrath Sensenbrenner Young (FL)
McHugh Sharp Zschaualways acted that each generation NOES—296 McKernan Shaw

should take care of the generation Aka1 Coelho Ford (TN) NOT VOTING—5that went before it.

0 1900
Basically, I think we are wrong rn

what we are doing today. It is Just a
question of my philosophy. It Is a
question of how I feel.

What does the tax bill of the gentle-
man from Florida (Mr. PEPPER) mean?
Does it mean that much, fifty-four
one-hundredths percent, 38 years
down the line? If you make $30,000 a
year, it znean you will pay an extra
$162. If you make $50,000 a year, in
the year 2010 you will pay $270 more.

Should we change the tradition? j
52Y flOP

I ask you to Vote for the Pepper
amendment and whether you vote for
the Pepper amendment or you do not
vote for the Pepper amendment, I
think the real purpose of this bill
we originally submitted it, was to
straighten out the crisis. On both sides
we are agreed with that.

I hope you will vote for final passage
of the bifi.

The CHAIRMAN. The question is on
the amendment offered by the gentle-
man from Florida (Mr. PEPPER).

Albosta Coleman (MO) Fors'the Boland Dingell WashingtonAndrews (TX) Coleman (TX) Fowler Cooper NealAnthony Conable
Applegate Conte Frenzel 0 1910Archer Corcoran Fuqua
AuCoin Coughlln Gaydos Mr. DM1IEL changed his vote fromBadham Courter Gekas "Aye" to "No."Barnard Craig Gephardt
Bartlett Crane. Daniel Gibbons Mr. BIAGGI changed his vote from
Bateman Crane, Philip Gilinan "No" to "Aye."Bates Daniel Gingrich So the amendment was rejected.Bedell Dannemeyer Glickrnan
Beilenson Daschle Goodlthg The result of the vote was an-Bennett Daub Gore nounced as above recorded.Bereuter - Davis Gradison
Bethune delaGarza Gramxn 0 1920Bevill Derr1c Green
Billrakjs DeWine Gregg The CHAIRMAN. Under the rule,Bliley Dickinson Gunderson the Conunittee rises.Boehlert Djcks Hall, Ralph Accordingly the Conunittee rose;Boner Dorgan Hail, Sam
Bosco Downey Hamilton and the Speaker having resumed the
Bouquard Dreier Haxnmerschmidt chair, Mr. NATCHER, Chairman of theBreaux Duncan Hance Committee of the Whole House on theBrltt Eckart Hansen (ID>
Brooks Edgar Hansen çij State of the Union, reported that that
Broornlleld Edwards (AL) Harkin Committee having had under consider-Brown (C0 Edwards (OK) Hartnett ation the bill (H.R. 1900) to assure theBroyhill Emerson Hatcher

solvency of the social security trustburton (IN) nglIsh Hefner
Byron Erdreich Heftel funds, to reform the medicare reim-
Campbell Erlenborn Hightower bursement of hospitais, to extend theCarney Evans (IA) Hiler Federal supplemental compensationCarper Faio Hillis
Chandler Feighan Holt program, and for other purposes, pur-
Chappell Fiedler Hopkins suant to House Resolution 126, he re-Chappie Fields Horton ported the bill back to the House withCheney Fish Hubbard

an amendment adopted by the Com-Clinger Flippo Hughes
Coats FloriO Hunter mittee of the Whole.
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The SPEAKER. Under the rule, the NOES---200 The SPEAKER. The Clerk will

previous question is ordered. Ackerman Gilznan ottmger report the motion to recommit.
The question is on the amendment.
The Question was taken; and the

Speaker announced that the ayes ap-
peared to have it.

RECORDED

Mr. WEISS. Mr. Speaker, I demand
a recorded vote.

A recorded vote was ordered.

Addabbo Gonzalez Owens
Akaka Goodflng Panetta
Aibosta Gore Patman
Anderson Gray Paiterson
Andrews (NC) Guarth Pease
Aplegate Hall IN) Pepper
p1n Hall (OW Perkins
Barnes Harkin price
Berman Harrison Rahall
Bevill Hawkins Rangel
Biaggi Hertel Ratchford
Boner Howard Regula

The Clerk read as follows:
Mr. Aicai moves to recommit the bill,

fl.R. 1900. to the Committee on Ways and
Means.

The SPEAKER. Without objection,
the previous question Is ordered on
the motion to recommit.

There was no objection.
The SPEAKER. The question is on

The vote was taken by electronic
device, and there were—ayes 230, noes
200, not voting 3, as follows:

[Roil No. 25]
AYES—2O

Bonior Hoyer Reid
Bonker Hubbard Richardson
Boki Huckaby Rinaldo
Bosco Hughes Rodino
Boucher Jacobs Roe
Boxer Johnson Rose
Britt Jones (TN) Roybal
Brown (CA) Kaptur Russo

the motion to recommit.
The motion to recommit was teject

ed.
The SPEAKER. The question is on

the passage of the bill.
The question was taken and the

Alexander Gramm Olin
Andrews (TX) Green Ortiz
Annimzlo Gregg Oxley
Anthony Gunderson Packard

Bryant Kastenmeier Sabo
Burton (CA) Kennelly Savage
Carr Kildee Scheuer
Clay Kogovsek Schneider

Speaker announced that the ayes ap-
peared to have it.

HCORDED VO1'E
Archer Hall, Ralph Parr's
AuCoin HaU, Sam Pashayan
Badharn Hamilton Paul
Barnard Hamnierscbmidt Penny

Coelho Kolter Schroeder
Collins Kostmayer Schumer
Conte LaFalce Setherling
Conyers Lantos Shannon

Mr. ROSTENKOWSKI. Mr. Speak-
er, I demand a recorded vote.

A recorded vote was ordered.
Bartlett Hance Petri
Bateman Hansen (ID) Pickle
Bates Hansen (UT) Porter
Bedell Hartnett Pritchard

Coyne Lehman (CA) Sharp
Crockett Lehman (FL) Slkorski
DAmours Leland Simon
Davis Levin S•;isky

The vote was taken by electronic
device and there were—ayes 282, noes
148, not voting 3, as follows:

Beilenson Hatcher Pursell
Bennett Hefner Quillen
Bereuter Heitel Ray

Dejiums Levine Skelton
Derrick Lewis (FL) Smith (FL)
Dicks Long (LA) Smith (IA)

(Ron No. 26]
AYES—282

Bethune Hghtower Ridge
Bilirakis Hiler Ritter
Bitley Hulls Roberts
Boehlert Holt Robinson
Boggs Hopkins Roemer
Bouquard Horton Rogers
Breaux Hunter Rostenkowski
Brooks Hutto Roth
Broomfield Hyde Roukema
Brown (CO) Ireland Rowland
Broyhill Jeffords Rudd
Burton (IN) Jenkins Sawyer
Byron Jones (NC) Schulze
Campbell Jones (OK) Sensenbrenner
Carney Kasich Shaw
Carper Kazen Shelby
Chandler Kemp Shumway
ChappeU Kindness Shuster
Chapple Kramer Siljander
Cheney Lagornarsino Skeen
Clarke Latta Slattery
Clinger Leach Smith (NE)
Coats Leath Smith (NJ)
Coleman (MO) Lent Smith, Dermy
Coleman (TX) Levitas Smith, Robert
Conable Lewis (CA) Snowe
Cooper Llpinski Solomon
Cocoran Livingston Spence
Coughlin Loeffler Stangeland
Courter Lott Stark
Craig Lowery (CA) Stenhoim
Crane, Daniel Lujan Stratton
Crane, Philip Lundirie Studds
Daniel Lungren Stump
Dannemeyer Mack Sundqujst
Daschie MacKay Synar
Daub Mdigan Tauke
de Ia Garza Marlenee Tauzkn
DeWjne Marriott Taylor
Dickinson Martin (IL) Thorn.s (CA)
Downey Martin (NC) Thomas (CM)
Dreiet Martin (NY) Udall
Duncai Matsul Valentine
Edwards (AL) MazzoTi Vanrjagt
Edwards (OK McCain Vandergtff
Emerson McCandless vucanovich
Englith Mc.Collum Walker
Erlenb-orn McCurdy Watkins
Evans (IA) McDonald weber
'ied1er MeEwen Whltehurst
Fields McGrath whtley
Fish McKernan Whittaker
Flippo McKinney Wilson
Forsythe McNuity Winfl
Franklin Michel wolf
Frenzel Montgomery Wortloy
Fuqua Moore Wright
Gekas Moorhead wylie
Gibbons Morrison (wA) Young (AK)
Gingrich Myers Young (FL)
GUckman Nielson Zschau
Gradison O'Brien

Dingell Long (MD) Snyder
Dixon Lowry (wA) Solarz
Donnelly Luken Spratt
Dorgan Markey St Germain
Dowdy Martinez Staggers
Durbin Mavroules Stokes
Dwyer McClcskey Swift
Dymally McDade Tallon
Dyson McHugh Torres
Early Mica Torricelli
Eckart Mikulskj Towns
Edgar Miller (CA) Traxler
Edwards (CA) Miller (OH) Vento
Erdreich Mineta Volkmer
Evans (IL) Minish wagren
Fascell Mitchell Waman
Fazio Moakley Weaver
Feighan Molinari Weiss
Ferraro Mollohan Wheat
Florio Moody Wiitten
Foglietta Monison (CT) Williams (MT)
Foley Mrazek willian-s (OH)
Ford (MI) Murphy- Wirth
Ford (TN) Murtha Wise
Fowler Natcher Wolpe
Frank Nelson Wyden
Frost Nichols Yates
Garcia Nowak Yatron
Gaydos Oakar Young (MO)
Gejdenson Oberstar Zablocki
Gephardt Obey

NOT VOTING3
Boland Neal Washington

o i3o
Mr. SCHEUER and Mr. RANGEL

changed their votes from "aye" to
"no."

So the amendment was agreed to.
The result of the vote was

nounced as above recorded,
The SPEAKER. The question is on

the engrossment and third reading of
the bill.

The bill was ordered to be engrossed
and read a third time, and was read
the third time.
MOTION TO RECOMMIT OFFERED BY MR. ARCHER

Mr. ARCHER. Mr. Speaker, I offer a
motion to recommit.

The SPEAKER. Is the gentleman
opposed to the bill?

Mr. ARCHER. In its present form I
am, Mr. Speaker.

Albota - Derrick Ireland
Alexander Dickinson Jacobs
Anderson Dicks Jeffords
Andrews (NC) Dingeil Jenkins
Andrews (TX) Dorgan Jobnon
Annunzzo Downey Jones (NC)
Anthony Duncan Jones (OK)
Applegate Durbin Kaptur
Aspln Dwyer Kasich
AuCoin Dyson Kastenmeier
BadtIam Eckart Keni,elly
Barnard Edgar Kogovsek
Bartlett Edwards (AL) Kolter
Batemn Edwards (CA) LaPace
Bates dwards (OX) Latta
Bedell Emerson Leach
Beilerwn English Lthman (CA)
Bnett Erdreich Lehman (FL)
Beriiian Erlenboin Levin
Bevili Evans (IA) Levitas
Biaggi Fasceil Lewt 'FL)
Bilirakis Faz!o Lpinski
Bliley Ferraro LivIngston
Boehieri FIeds Long (LA)
Boggs Fish Long (MD)
Boier F1ppo Lowry (Wi)
Bonior Foglietta Lujan
Bonker Foley Luken
Bouquard Forc (MI) Lundizie
Boxer Ford (TN) Mack
Breaux Forsythe MacKay
BritL Fotier Madigan
Brooks Frenzcl Martin (NC)
Broyhill Frnst Matsul
Bryant Mazzofl
Burton CA) Garcia McCain
Burton (is) Gephardt Mde,
Campbch Hbhons McCIoskej
Carper Ciek'ian McCoium
Carr OnTe MCurd'
Chandhi Gradison McDacfr
Chappell Grrn McHugh
Chappe Mcinnei
Cneney Gregg McNu
Clarke Guarini Mc
Clinger Gunderwn Mlche
Coats Haiiflon MikIh!
Coelho Iammerchinidt Miller (OH)
Coleman (MO) Hance Mineta
Coleman TX }Iarkin Moaklev
Conable Harrison Moj1oha,
Conte Hatcher Montgomery
Cooper Hemner Moody
Cortoran Heftel Moore
Coughhn Hightower Morrison (WA)
Courter Hiler Mraek
Coyne Hills Murtha
D'Amours Hopkins Natcher
Da.chle Huckaby Nelson
Daub Hughes Nichols
Davis Hutto Nowak
de Ia Garza Hyde O'Brien
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Oberstar Russo Taylor Mr. BURTON of California and Mr.
Obey Sabo Thomas (CA)
Olin Sawyer Thomas (GA) PATTERSON changed their votes
Ortiz Scheuer Torres from "no" to "aye."
Ottinger Schneider tidall So the bill was passed.
Oxley Schumer valentine The result of the vote was an-Packard Seiberling Vander Jagt
Patterson Shannon vMergijff nounced as above recorded.
Pease Sharp Vento A motion to reconsider was laid on
Penny Shzw Volkmer the table.
Pepper Shelby Vucanovich
Petri Slkorskl Walker
Pickle Simon Watkins GENERAL LEAVEPrice Sisisky Weaver
Pritchard Skeen Weber Mr. ROSTENKOWSKI. Mr. Speak-Puisell Skelton Wheat er, I ask unanimous consent that allQuillen Slattery Whitehurst
RahaIl Smith (FL) Whitley Members may have 5 legislative days
Rangel Smith (IA) Whittaker in which to revise and extend their re-
Ray Smith (NE) Williams (OH) inarks on the legislation just passed.Regula Smith. Robert Wilson
Reid Snyder Winn The SPEAKER. Is there objection

ichardson Solarz Wrth to the request of the gentleman from
Ridge Spratt Wise Illinois?
Robinson Staggers Wolpe There was no objection.Rodino Stark Wortley
Rogers Stratton Wright
Rose Sundqust Wyden
Rostenkowskl Swift Wylie PERSONAL EXPLANATION
Roukema Synar Young Mr. GILMAN. I was unable to be onRowland Taflon Zablocki
Roybal Tauzin Zschau the floor on March 3, 1983, for the

first three roilcall votes because of a
NOES—148 - funeral In my district. Had I been

Ackerman Hansen (ID) Owens present, I would have voted:Addabbo Hansen (VT) Panetta
Akaka Hartnett "Yea" on roilcall No. 15, on approv-
Archer Hawkins Pashayan ing the journal:
Barnes Hertel Patman "No" on rollcaU No. 16, on ordering
Bereuter Holt Paul the previous question, providing forBethune Horton Perkins
Borskl Howard Porter the consideration of H.R. 1718, emer-
Bosco Hoyer Ratchford gency supplemental appropriations for
Boucher Hubbard Ririaldo fiscal year 1983; andBroonifield Hunter Ritter
Brown (CA) Jones (TN) Roberts "No" on roilcall No. 17, on agreeing
Brown (CO) Kazen Roe to the resolution (the rule) that pro-
Byron Kemp Roemer vided for the consideration of H.R.
Carney Kildee Roth 1718.Clay Kindness Rudd
Collins Kostmayer Savage
Conyers Kramer Schroeder
Craig Lagomarslno Schuize
Crane. Daniel Lantos Sensenbrenner
Crane, Philip Leath Shuinway
Crockett Leland Shuster
Daniel Lent SiiJander
Dannemeyer Levine Smith (NJ)
Dellums Lewis (CA) Smith, Denny
DeWine Loeffler Snowe
Dixon Lott Solomon
Donnelly Lowery (CA) Spence
Dowdy Lungren St Germain
Dreier Markey Stangeland
Dymaily Marlenee Stenholin
Early Marriott Stokes
Evans (IL) Martin (IL) Studds
Feighan Martin (NY) Stump
Fiedler Martinez Tauke
F'iorio Mavroulea Torricelli
Frank McDonald Towns
Franklin McEwen Traxler
Gaydos McGrath Walgren
Gejdenson McKernan Waxman
Gekas Miller (CA) Weiss
Gilman Minish Whitten
Gingrich Mitchell Williams (MT)
Gonzalez Moltnarl Wolf
Goodling Moorhead Yates
Gray Morrison (CT) Yatron
Hall (IN) Murphy Young (AK)
Hall (OH) Myers Young (MO)
Hall. Ralph Nielson
Hall. Sam Oakar

NOT VOTING—3
Boland Neal Washington

0 1950
The Clerk announced the following

pair:
On this vote:
Mr. Neal for, with Mr. Washington

against.
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AN ACT
To assure the solvency of the Social Security Trust Funds, to

reform the medicare reimbursement of hospitals, to extend
the Federal supplemental compensation program, and for
other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SHORT TITLE

4 SECTION 1. This Act, with the following table of con-

5 tents, may be cited as the "Social Security Act Amendments

6 of 1983".

TABLE OF CONTENTS

Sec. 1. Short title.
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TITLE I—PItOVTSIONS AFFECTING TIfE FINANCING OF TIlE SOCIAL
SEOURITY SYSTEM

PART A—COVERAGE

Sec. 101. Coverage of newly hired Federal employees.
Sec. 102. Coverage of employees of nonprofit organizations.
Sec. 103. Duration of agreements for coverage of State and local employees.

PART B—COMPUTATION OF BENEFIT AMOUNTS

Sec. 111. Shift of cost-of-living adjustments to calendar year basis.
Sec. 112. Cost-of-living increases to be based on either wages or prices (whichever

is lower) when balance in OASDI trust funds falls below specified

level.
Sec. 113. Elimination of windfall benefits for individuals receiving pensions from

noncovered employment.
Sec. 114. Increase in old-age insurance benefit amounts on account of delayed re-

tirement.

PART C—REVENUE PROVISIONS

Sec. 121. Taxation of social security and railroad retirement benefits.
Sec. 122. Credit for the elderly and the permanently and totally disabled.
Sec. 123. Acceleration of increases in FICA taxes; 1984 employee tax credit.
Sec. 124. Taxes on self-employment income; credit against such taxes.
Sec. 125. Allocations to disability insurance trust fund.

PART D—BENEFITS FOR CERTAIN SURVIVING, DIVORCED, AND DISABLED

SPOUSES

Sec. 131. Benefits for surviving divorced spouses and disabled widows and widow-

ers who remarry.
Sec. 132. Entitlement to divorced spouse's benefits before entitlement of insured in-

dividual to benefits; exemption of divorced spouse's benefits from
deduction on account of work.

Sec. 133. Indexing of deferred surviving spouse's benefits to recent wage levels.
Sec. 134. Limitation on benefit reduction for early retirement in case of disabled

widows and widowers.

PART E—MECHANISMS TO ASSURE CONTINUED BENEFIT PAYMENTS IN
UNEXPECTEDLY ADVERSE COrrnTIONS

Sec. 141. Normalized crediting of social security taxes to trust funds.
Sec. 142. Interfund borrowing extension.
Sec. 143. Recommendations by Board of Trustees to remedy inadequate balances

in the Social Security Trust Funds.

PART F—OTHER FINANCING AMENDMENTS

Sec. 151. Financing of noncontributory military wage credits.
Sec. 152. Accounting for certain unnegotiated checks for benefits under the social

security program.

TITLE ll—kDDITION4L PROVISIONS RELATING TO LONG-TERM

FINANCING OF TilE SOCIAL SECURITY SYSTEM

Sec. 201. Increase in retirement age.
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TITLE rn—MISCELLANEOUS AND TEC}1iNICAI PROYISIONS

PART A—CASH MANAGEMENT

Sec. 301. Float periods.
Sec. 302. Interest on late State deposits.
Sec. 303. Trust fund investment procedures.
Sec. 304. Budgetary treatment of trust fund operations.

PART B—ELIMINATION OF GENDER-BASED DISTINCTIONS

Sec. 311. Divorced husbands.
Sec. 312. Remarriage of surviving spouse before age of eligibility.
Sec. 313. Illegitimate children.
Sec. 314. Transitional insured status.
Sec. 315. Equalization of benefits under section 228.
Sec. 316. Father's insurance benefits.
Sec. 317. Effect of marriage on childhood disability benefits and on other depend-

ents' or survivors' benefits.
Sec. 318. Credit for certain military service.
Sec. 319. Conforming amendments.
Sec. 320. Effective date of part B.

PART C—COVERAGE

Sec. 321. Coverage of employees of foreign affiliates of American employers.
Sec. 322. Extension of coverage by international social security agreement.
Sec. 323. Treatment of certain service performed outside the United States.
Sec. 324. Treatment of pay after age 62 as wages.
Sec. 325. Treatment of contributions under simplified employee pensions.
Sec. 326. Effect of changes in names of State and local employee groups in Utah.
Sec. 327. Effective dates of international social security agreements.
Sec. 328. Technical correction with respect to withholding of sick pay of partici-

pants in multiemployer plans.
Sec. 329. Amount received under certain deferred compensation and salary reduc-

tion arrangements treated as wages for FICA taxes.
Sec. 330. Codification of Rowan decision with respect to meals and lodging.

PART D—OTHER AMENDMENTS

Sec. 331. Technical and conforming amendments to maximum family benefit provi-
sions.

Sec. 332. Reduction from 72 to 70 of age beyond which no delayed retirement
credits can be earned.

Sec. 333. Relaxation of insured status requirements for certain workers previously
entitled to a period of disability.

Sec. 334. Protection of benefits of illegitimate children of disabled beneficiaries.
Sec. 335. One-month retroactivity of widow's and widower's insurance benefits.
Sec. 336. Nonassignability of benefits.
Sec. 337. Use of death certificates to prevent erroneous benefit payments to de-

ceased individuals.
Sec. 338. Public pension offset.
Sec. 339. Study concerning the establishment of the Social Security Administration

as an independent agency.
Sec. 340. Conforming changes in medicare premium provisions to reflect changes in

the cost-of-living benefit adjustments.
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TITLE IV—SUPPLEMIENTkL SECTJTHTY INCOME BENEFITS

Sec. 401. Increase in Federal SSI benefit standard.
Sec. 402. Adjustments in Federal SSI pass-through provisions.
Sec. 403. SSI Eligibility for temporary residents of emergency shelters for the

homeless.
Sec. 404. Disregarding of emergency and other in-kind assistance provided by non-

profit organizations.

TITLE V—uNEMPLOYMENT COMPENSATION PROVISIONS

SUBTITLE A—FEDERAL SUPPLEMENTAL COMPENSATION

Sec. 501. Extension of program.
Sec. 502. Number of weeks for which compensation payable.
Sec. 503. Coordination with trade readjustment program.
Sec. 504. Effective date.

SUBTITLE B—MISCELLANEOUS PROVISIONS

Sec. 511. Voluntary health insurance programs permitted.
Sec. 512. Treatment of certain organizations retroactively determined to be de-

scribed in section 501(c)(3) of the Internal Revenue Code of 1954.

TITLE VT—PROSPECTIVE PAYMENTS FOR MIEDIC4RE INPATIENT
HOSPITAl SERVICES

Sec. 601. Medicare payments for inpatient hospital services on the basis of prospec-
tive rates.

Sec. 602. Conforming amendments.
Sec. 603. Reports, experiments and demonstration projects, and intent of Congress

respecting new capital expenditures.
Sec. 604. Effective dates.

1 TITLE I—PROVISIONS AFFECTING TIEE

2 FINANCING OF TUE SOCIAL SECTJRITY SYSTEM

3 PART A—COVERAGE

4 COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

5 SEC. 101. (a)(1) Section 210(a) of the Social Security

6 Act is amended by striking out paragraphs (5) and (6) and

7 inserting in lieu thereof the following:

8 "(5) Service performed in the employ of the

9 United States or any instrumentality of the United

10 States, if such service—
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1 "A) would be excluded from the term 'em-

2 ployment' for purposes of this title if the provi-

3 sions of paragraphs (5) and (6) of this subsection

4 as in effect in January 1983 had remained in

5 effect, and

6 "(B) is performed by an individual who (i)

7 has been continuously in the employ of the United

8 States or an instrumentality thereof since Decem-

9 ber 31, 1983 (and for this purpose an individual

10 who returns to the performance of such service

11 after being separated therefrom following a previ-

12 ous period of such service shall nevertheless be

13 considered upon such return as having been con-

14 tinuously in the employ of the United States or an

15 instrumentality thereof, regardless of whether the

16 period of such separation began before or after

17 December 31, 1983, if the period of such separa-

18 tion does not exceed 365 consecutive days), or (ii)

19 is receiving an annuity from the Oivil Service Re-

20 tirement and Disability Fund, or benefits (for

21 service as an employee) under another retirement

22 system established by a law of the United States

23 for employees of the Federal Government or

24 members of the uniformed services;
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1 except that this paragraph shall not apply with respect

2 to—

3 "(i) service performed as the President or

4 Vice President of the United States,

5 "(ii) service performed—

6 "(I) in a position placed in the Execu-

7 tive Schedule under sections 5312 through

8 5317 of title 5, United States Code,

9 "(II) as a noncareer appointee in the

10 Senior Executive Service or a noncareer

11 member of the Senior Foreign Service, or

12 "(1111) in a position to which the individ-

13 ual is appointed by the President (or his des-

14 ignee) or the Vice President under section

15 105(a)(1), 106(a)(1), or 107 (a)(1) or (b)(1) of

16 title 3, United States Code, if the maximum

17 rate of basic pay for such position is at or

18 above the rate for level V of the Executive

19 Schedu'e,

20 "(iii) service performed as the Chief Justice

21 of the United States, an Associate Justice of the

22 Supreme Court, a judge of a United States Dis-

23 trict Court (inc'uding the district court of a tern-

24 tory), a judge of the United States Claims Court,

25 a judge of the United States Court of Internation-
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1 al Trade, a judge of the Tjnited States Tax Court,

2 a TJnited States magistrate, or a referee in bank-

3 ruptey or United States bankruptcy judge,

4 "(iv) service performed as a Member, Dele-

5 gate, or Resident Commissioner of or to the Con-

6 gress, or

7 "(v) any other service in the legislative

8 branch of the Federal Government if such service

9 is performed by an individual who, on December

10 31, 1983, is not subject to subchapter ifi of

11 chapter 83 of title 5, Tjnited States Code;

12 "(6) Service performed in the employ of the

13 TJnited States or any instrumentality of the TJnited

14 States if such service is performed—

15 "(A) in a penal institution of the TJnited

16 States by an inmate thereof;

17 "(B) by any individual as an employee in-

18 cluded under section 5351(2) of title 5, TJnited

19 States Code (relating to certain interns, student

20 nurses, and other student employees of hospitals

21 of the Federal Government), other than as a

22 medical or dental intern or a medical or dental

23 resident in training; or
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1 "(C) by any individual as an employee serv-

2 ing on a temporary basis in case of fire, storm,

3 earthquake, flood, or other similar emergency;".

4 (2) Section 210(p) of such Act is amended by striking

5 out "provisions of—" and all that follows and inserting in

6 lieu thereof "provisions of subsection (a)(5).".

7 (b)(1) Section 3121(b) of the Internal Revenue Code of

8 1954 is amended by striking out paragraphs (5) and (6) and

9 iiiserting in lieu thereof the following:

10 "(5) service performed in the employ of the

11 United States or any instrumentality of the United

12 States, if such service—

13 "(A) would be excluded from the term 'em-

14 ployment' for purposes of this title if the provi-

15 sions of paragraphs (5) and (6) of this subsection

16 as iii effect in January 1983 had remained in

17 effect, and

18 "(B) is performed by an individual who (i)

19 has been continuously in the employ of the United

20 States or an instrumentality thereof since Decem-

21 ber 31, 1983 (and for this purpose an individual

22 who returns to the performance of such service

23 after being separated therefrom following a previ-

24 ous period of such service shall nevertheless be

25 considered upon such return as having been con-
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1 tinuously in the employ of the United States or an

2 instrumentality thereof, regardless of whether the

3 period of such separation began before or after

4 December 31, 1983, if the period of such separa-

5 tion does not exceed 365 consecutive days), or (ii)

6 is receving an annuity from the Civil Service Re-

7 tirement and Disability Fund, or benefits (for

8 service as an employee) under another retirement

9 system established by law of the United States for

10 employees of the Federal Government or mem-

11 bers of the uniformed services;

12 except that this paragraph shall not apply with respect

13 to—

14 "(i) service performed as the President or

15 Vice President of the United States,

16 (ii) service performed—

17 "U) in a position placed in the Execu-

18 tive Schedule under Sections 5312 through

19 5317 of title 5, United States Code,

20 "(II) as a noncareer appointee in the

21 Senior Executive Service or a noncareer

22 member of the Senior Foreign Servie, or

23 "(III) in a position to which the individ-

24 ual is appointed by the President (or his des-

25 ignee) or the Vice President under section
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1 105(a)(1), 106(a)(1), or 107 (a)(1) or (b)(1) of

2 title 3, United States Code, if the maximum

3 rate of basic pay for such position is at or

4 above the rate for level V of the Executive

5 Schedule,

6 "(iii) service performed as the Chief Justice

7 of the United States, an Associate Justice of the

8 Supreme Court, a judge of a United States court

9 of appeals, a judge of a United States district

10 court (including the district court of a territory), a

11 judge of the United States Claims Court, a judge

12 of the United States Court of International Trade,

13 a judge of the United States Tax Court, a United

14 States magistrate, or a referee in bankruptcy or

15 United States bankruptcy judge,

16 "(iv) service performed as a Member, Dele-

17 gate, or Resident Commissioner of or to the Con-

18 gress, or

19 "(v) any other service in the legislative

20 branch of the Federal Government if such service

21 is performed by an individual who, on December

22 31, 1983, is not subject to subchapter IIT of

23 chapter 83 of title 5, United States Code;
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1 "(6) service performed in the employ of the

2 United States or any instrumentality of the United

3 States if such service is performed—

4 "(A) in a penal institution of the United

5 States by an inmate thereof;

6 "(B) by any individual as an employee in-

7 cluded under section 5351(2) of title 5, United

8 States Code (relating to certain interns, student

9 nurses, and other student employees of hospitals

10 of the Federal Government), other than as a

11 medical or dental intern or a medical or dental

12 resident in training; or

13 "(C) by any individual as an employee serv-

14 ing on a temporary basis in case of fire, storm,

15 earthquake, flood, or other similar emergency;".

16 (2) Section 3121(u)(1) of such Code is amended to read

17 as follows:

18 "(1) IN GENERAL.—For purposes of the taxes im-

19 posed by sections 3101(b) and 3111(b), subsection (b)

20 shall be applied without regard to paragraph (5) there-

21 of.".

22 (c)(1) Section 209 of the Social Security Act is amended

23 by adding at the end thereof the following new paragraph:

24 "For purposes of this title, in the case of an individual

25 performing service under the provisions of section 294 of title
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1 28, United States Code (relating to assignment of retired jus-

2 tices and judges to active duty), the term 'wages' shall, sub-

3 ject to the provisions of subsection (a) of this section, include

4 any payment under section 371(b) of such title 28 which is

5 received during the period of such service.".

6 (2) Section 3121(i) of the Internal Revenue Code of

7 1954 (relating to computation of wages in certain cases) is

8 amended by adding at the end thereof the following new

9 paragraph:

10 "(5) SERvIcE PERFORMED BY CERTAIN RETIRED

11 JuSTICES AND J1JDGES.—For purposes of this chapter,

12 in the case of an individual performing service under

13 the provisions of section 294 of title 28, United States

14 Code (relating to assignment of retired justices and

15 judges to active duty), the term 'wages' shall, subject

16 to the provisions of subsection (a)(1) of this section, in-

17 dude any payment under section 371(b) of such title

18 28 which is received during the period of such serv-

19 ice.".

20 (d) The amendments made by this section shall be effec-

21 tive with respect to remuneration paid after December 31,

22 1983.
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1 COVERAGE OF EMPLOYEES OF NONPROFIT

2 ORGANIZATIONS

3 SEC. 102. (a) Section 210(a)(8) of the Social Security

4 Act is amended—

5 (1) by striking out "(A)" immediately after "(8)";

6 (2) by striking out "subparagraph" where it first

7 appears and inserting in lieu thereof "paragraph"; and

8 (3) by striking out subparagraph (B).

9 (b)(1) Section 3121(b)(8) of the Internal Revenue Code

10 of 1954 is amended—

11 (A) by striking out "(A)" immediately after "(8)";

12 (B) by striking out "subparagraph" where it first

13 appears and inserting in lieu thereof "paragraph"; and

14 (C) by striking out subparagraph (B).

15 (2) Section 3121(k) of such Code is repealed.

16 (3) Section 3121(r) of such Code is amended—

17 (A) by striking out "subsection (b)(8)(A)" and

18 "section 210(a)(8)(A)" in paragraph (3) and inserting in

19 lieu thereof "subsection (b)(8)" and "section 210(a)(8)",

20 respectively; and

21 (B) by striking out paragraph (4).

22 (c) The amendments made by the preceding provisions

23 of this section shall be effective with respect to service per-

24 formed after December 31, 1983 (but the provisions of sec-

25 tions 2 and 3 of Public Law 94—563 and section 3 12(c) of
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1 Public Law 95—216 shall continue in effect, to the extent

2 applicable, as though such amendments had not been made).

3 (d) The period for which a certificate is in effect under

4 section 3121(k) of the Internal Revenue Oode of 1954 may

5 not be terminated under paragraph (1)(D) or (2) thereof on or

6 after March 31; but no such certificate shall be effective with

7 respect to any service to which the amendments made by this

8 section apply.

9 (e)(1) If any individual—

10 (A) on January 1, 1984, is age 55 or over, and is

11 an employee of an organization described in section

12 210(a)(8)(B) of the Social Security Act (A) which does

13 not have in effect (on that date) a waiver certificate

14 under section 3121(k) of the Internal Revenue Oode of

15 1954 and (B) to the employees of which social security

16 coverage is extended on January 1, 1984, solely by

17 reason of the enactment of this section, and

18 (B) after January 1, 1984, acquires the number of

19 quarters of coverage (within the meaning of section

20 213 of the Social Security Act) which is required for

21 purposes of this subparagraph under paragraph (2),

22 then such individual shall be deemed to be a fully insured

23 individual (as defined in section 214 of the Social Security

24 Act) for all of the purposes of title II of such Act.
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1 (2) The number of quarters of coverage which is re-

2 quired for purposes of subparagraph (B) of paragraph (1) shall

3 be determined as follows:
The number of quarters of

In the case of an individual who on coverage so required
January 1, 1984, is— shall be—

age 60 or over
6

age 59 or over but less than age 60 8
age 58 or over but less than age 59

12
age 57 or over but less than age 58

16
age 55 or over but less than age 57 20.

4 (f) Effective for cost reporting periods beginning on or

5 after October 1, 1982, paragraph (6) of section 1886(b) of the

6 Social Security Act is repealed.

7 DURATION OF AGREEMENTS FOR COVERAGE OF STATE

8 AND LOCAL EMPLOYEES

9 SEC. 103. (a) Section 218(g) of the Social Security Act

10 is amended to read as follows:

11 "Duration of Agreement

12 "(g) No agreement under this section may be terminat-

13 ed, either in its entirety or with respect to any coverage

14 group, on or after the date of the enactment of the Social

15 Security Act Amendments of 1983.".

16 (b) The amendment made by subsection (a) shall apply

17 to any agreement in effect under section 218 of the Social

18 Security Act on the date of the enactment of this Act, with-

19 out regard to whether a notice of termination is in effect on

20 such date, and to any agreement or modification thereof

21 which may become effective under such section 218 after

22 that date.
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1 PART B—COMPUTATION OF BENEFIT AMOUNTS

2 SHIFT OF COST-OF-LIVING ADJTJSTMENTS TO CALENDAR

3 YEAR BASIS

4 SEC. 111. (a)(1) Section 215(i)(1)(A) of the Social Secu-

5 rity Act is amended by striking out "the calendar quarter

6 ending on March 31 in each year after 1974" and inserting in

7 lieu thereof "the calendar quarter ending on September 30 in

8 each year after 1982".

9 (2) Section 215(i)(2)(A)(ii) of such Act is amended by

10 striking out "June" and inserting in lieu thereof "Decem-

11 ber".

12 (3) Section 215(i)(2)(A)(iii) of such Act is amended by

13 striking out "May" and inserting in lieu thereof "November".

14 (4) Section 215(i)(2)(B) of such Act is amended by strik-

15 ing out "May" each place it appears and inserting in lieu

16 thereof "November".

17 (b)(1) Section 215(i)(4) of such Act is amended by insert-

18 ing ", as modified by the application of the amendments

19 made by section 111(b)(2) of the Social Security Act Amend-

20 ments of 1983," after "as in effect in December 1978"

21 where it first appears.

22 (2) Section 215(i) of such Act as in effect in December

23 1978, and as applied in certain cases under the provisions of

24 such Act as in effect after December 1978, is amended—
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1 (A) by striking out "March 31 in each year after

2 1974" in paragraph (1)(A) and inserting in lieu thereof

3 "September 30 in each year after 1982";

4 (B) by striking out "June" in paragraph (2)(A)(ii)

5 and inserting in lieu thereof "December"; and

6 (0) by striking out "May" each place it appears in

7 paragraph (2)(B) and inserting in lieu thereof "Novem-

8 ber".

9 (c)(1) Section 203ffl(8)(A) of such Act is amended by

10 striking out "June" and inserting in lieu thereof "Decem-

11 ber".

12 (2) Section 230(a) of such Act is amended by striking

13 out "June" and inserting in lieu thereof "December".

14 (3) Section 202(m) of such Act (as it applies in certain

15 cases by reason of section 2 of Public Law 97-123) is ame::. i-.

16 ed by striking out "May" and inserting in lieu thereof "
17 vember".

18 (d) The amendments made by this section shall apply

19 with respect to cost-of-living increases determined under sec-

20 tion 215(i) of the Social Security Act for years after 1982;

21 except that the amendments made by subsections (a)(1) and

22 (b)(2)(A) shall apply only with respect to cost-of-living in-

23 creases determined under such section 2 15(i) for years after

24 1983.
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1 (e) Notwithstanding any provision to the contrary in

2 section 215(i) of the Socia' Security Act, the "base quarter"

3 (as defined in paragraph (1)(A)(i) of such section) in the calen-

4 dar year 1983 shall be a "cost-of-living computation quarter"

5 within the meaning of paragraph (1)(B) of such section (and

6 shall be deemed to have been determined by the Secretary of

7 Health and Human Services to be a "cost-of-living computa-

8 tion quarter" under paragraph (2)(A) of such section) for all

9 of the purposes of such Act as amended by this section and

10 by other provisions of this Act, without regard to the extent

11 by which the Consumer Price Index has increased since the

12 last prior cost-of-living computation quarter which was estab-

13 lished under such paragraph (1)(B).

14 COST-OF-LIVING INCREASES TO BE BASED ON EITHER

15 WAGES OR PRICES (WHICHEVER IS LOWER) WHEN

16 BALANCE IN OASDI TRUST FUNDS FALLS BELOW

17 SPECIFIED LEVEL

18 SEC. 112. (a) Section 215(i)(1) of the Social Security

19 Act is amended—

20 (1) by striking out "in which" in subparagraph (B)

21 and all that follows down through the first semicolon in

22 such subparagraph and inserting in lieu thereof "with

23 respect to which the applicable increase percentage is

24 3 percent or more;";
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1 (2) by striking out "and" at the end of subpara-

2 graph (B);

3 (3) by redesignating subparagraph (0) as subpara-

4 graph (H); and

5 (4) by inserting after subparagraph (B) the follow-

6 ing new subparagraphs:

7 "(0) the term 'applicable increase percentage'

8 means—

9 "(i) with respect to a base quarter or cost-of-

10 living computation quarter in any calendar year

11 before 1988, or in any calendar year after 1987

12 for which the OASDT fund ratio is 20.0 percent

13 or more, the OPT increase percentage; and

14 "(ii) with respect to a base quarter or cost-

15 of-living computation quarter in any calendar year

16 after 1987 for which the OASDT fund ratio is less

17 than 20.0 percent, the OPT increase percentage

18 or the wage increase percentage, whichever (with

19 respect to that quarter) is the lower;

20 "(B) the term 'OPT increase percentage', with re-

21 spect to a base quarter or cost-of-living computation

22 quarter in any calendar year, means the percentage

23 (rounded to the nearest one-tenth of 1 percent) by

24 which the Oonsumer Price Tndex for that quarter ex-

25 ceeds such index for the most recent prior calendar
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1 quarter which was a base quarter under subpararaph

2 (A)(ii) or, if later, the most recent cost-of-living compu-

3 tation quarter under subparagraph (B);

4 "(E) the term 'wage increase percentage', with

5 respect to a base quarter or cost-of-living computation

6 quarter in any calendar year, means the percentage

7 (rounded to the nearest one-tenth of 1 percent) by

8 which the SSA average wage index for the year imme-

9 diately preceding such calendar year exceeds such

10 index for the year immediately preceding the most

11 recent prior calendar year which included a base quar-

12 ter under subparagraph (A)(ii) or, if later, which includ-

13 ed a cost-of-living computation quarter;

14 "(F) the term 'OASDI fund ratio', with respect to

15 any calendar year, means the ratio of—

16 "(i) the combined balance in the Federal Old-

17 Age and Survivors Insurance Trust Fund and the

18 Federal Disability Insurance Trust Fund, reduced

19 by the outstanding amount of any loan (including

20 interest thereon) theretofore made to either such

21 Fund from the Federal Hospital Insurance Trust

22 Fund under section 2010), as of the beginning of

23 such year, to

24 "(ii) the total amount which (as estimated by

25 the Secretary) will be paid from the Federal Old-
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1 Age and Survivors Insurance Trust Fund and the

2 Federal Disability Insurance Trust Fund during

3 such calendar year for all purposes authorized by

4 section 201 (other than payments of interest on,

5 or repayments of, loans from the Federal Hospital

6 Insurance Trust Fund under section 201(1)), but

7 excluding any transfer payments between such

8 trust funds and reducing the amount of any trans-

9 fers to the Railroad Retirement Account by the

10 amount of any transfers into either such trust fund

11 from that Account;

12 "(G) the term 'SSA average wage index', with

13 respect to any calendar year, means the average of the

14 total wages reported to the Secretary of the Treasury

15 or his delegate for the preceding calendar year as de-
16 termined for purposes of subsection (b)(3)(A)(ii); and".

17 (b) Section 215(i)(2)(A)(ii) of such Act is amended by

18 striking out "by the same percentage" and all that follows

19 down through the semicolon, in the sentence immediately fol-

20 lowing subdivision (III), and inserting in lieu thereof "by the

21 applicable increase percentage;".

22 (c) Section 215(i) of such Act is further amended by

23 adding at the end thereof the following new paragraph:

24 "(5)(A) If—
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1 "(i) with respect to any calendar year the 'appli-

2 cable increase percentage' was determined under

3 clause (ii) of paragraph (1)(C) rather than under clause

4 (i) of such paragraph, and the increase becoming effec-

5 tive under paragraph (2) in such year was accordingly

6 determined on the basis of the wage increase percent-

7 age rather than the OPT increase percentage (or there

8 was no such increase becoming effective under para-

9 graph (2) in that year because the wage increase per-

10 centage was less than 3 percent), and

11 "(ii) for any subsequent calendar year in which an

12 increase under paragraph (2) becomes effective the

13 OASDT fund ratio is greater than 32.0 percent,

14 then each of the amounts described in subdivisions (I), (II),

15 and (III) of paragraph (2)(A)(ii), as increased under para-

16 graph (2) effective with the month of December in such sub-

17 sequent calendar year, shall be further increased (effective

18 with such month) by an additional percentage, which shall be

19 determined under subparagraph (B) and shall apply as pro-

20 vided in subparagraph (C).

21 "(B) The applicable additional percentage by which the

22 amounts described in subdivisions (I), (II), and (III) of para-

23 graph (2)(A)(ii) are to be further increased under subpara-

24 graph (A) in the subsequent calendar year involved shall be

25 the difference between—
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1 "(i) the compoimded percentage benefit increases

2 that would have been paid if all increases under para-

3 graph (2) had been made on the basis of the OPT in-

4 crease percentage, and

5 "(ii) the compounded percentage benefit increases

6 that were actually paid under paragraph (2) and this

7 paragraph,

8 with such increases being measured—

9 "(iii) in the case of amounts described in subdivi-

10 sion (1) of paragraph (2)(A)(ii), over the period begin-

11 ning with the calendar year in which the individual

12 first became entitled to monthly benefits described in

13 such subdivision and ending with such subsequent cal-

14 endar year, and

15 "(iv) in the case of amounts described in subdivi-

16 sions (II) and (1111) of paragraph (2)(A)(ii), over the

17 period beginning with the calendar year in which the

18 individual whose primary insurance amount is in-

19 creased under such subdivision (II) initially became eli-

20 gible for an old-age or disability insurance benefit, or

21 died before becoming so eligible, and ending with such

22 subsequent calendar year;

23 except that if the Secretary determines in any case that the

24 application (in accordance with subparagraph (0)) of the addi-

25 tional percentage as computed under the preceding provisions
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1 of this subparagraph would cause the OASDI fund ratio to

2 fall below 32.0 percent in the calendar year immediately fol-

3 lowing such subsequent year, he shall reduce such applicable

4 additional percentage to the extent necessary to ensure that

5 the OASDI fund ratio will remain at or above 32.0 percent

6 through the end of such following year.

7 "(C) Any applicable additional percentage increase in an

8 amount described in subdivision (I), (II), or (11111) of paragraph

9 (2)(A)(ii), made under this paragraph in any calendar year,

10 shall thereafter be treated for all the purposes of this Act as a

11 part of the increase made in such amount under paragraph (2)

12 for that year.".

13 (d)(1) Section 215(i)(2)(C) of such Act is amended by

14 adding at the end thereof the following new clause:

15 "(iii) The Secretary shall determine and promulgate the

16 OASDI fund ratio and the SSA wage index for each calendar

17 year before November 1 of that year, based upon the most

18 recent data then available, and shall include a statement of

19 such fund ratio and wage index (and of the effect such ratio

20 and the level of such index may have upon benefit increases

21 under this subsection) in any notification made under clause

22 (ii) and any determination published under subparagraph

23 €D).".

24 (2) Section 215(i)(4) of such Act (as amended by section

25 111(b)(1) of this Act) is further amended by striking out "sec-
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1 tion 111(b)(2)" and inserting in lieu thereof "sections

2 111(b)(2) and 112".

3 (e) The amendments made by the preceding provisions

4 of this section shall apply with respect to monthly benefits

5 under title II of the Social Security Act for months after

6 December 1987.

7 (0 Notwithstanding anything to the contrary in section

8 215(i)(1)(F) of the Social Security Act (as added by subsec-

9 tion (a)(4) of this section), the combined balance in the Trust

10 Funds which is to be used in determining the "OASDI fund

11 ratio" with respect to the calendar year 1988 under such

12 section shall be the estimated combined balance in such

13 Funds as of the close of that year (rather than as of its begin-

14 ning).

15 ELIMINATION OF WINDFALL BENEFITS FOR INDIVThUALS

16 RECEIVING PENSIONS FROM NONCOVERED EMPLOYMENT

17 SEC. 113. (a) Section 215(a) of the Social Security Act

18 is amended by adding at the end thereof the following new

19 paragraph:

20 "(7)(A) In the case of an individual whose primary in-

21 surance amount would be computed under paragraph (1) of

22 this subsection, who—

23 "(i) attains age 62 after 1985 (except where he or

24 she became entitled to a disability insurance benefit

25 before 1986 and remained so entitled in any of the 12
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1 months immediately preceding his or her attainment of

2 age 62), or

3 "(ii) would attain age 62 after 1985 and becomes

4 entitled to a disability insurance benefit after 1985,

5 and who is entitled to a monthly periodic payment (including

6 a payment determined under subparagraph (C)) based in

7 whole or in part upon his or her earnings for service which

8 did not constitute 'employment' as defined in section 210 for

9 purposes of this title (hereafter in this paragraph and in sub-

10 section (d)(5) referred to as 'noncovered service'), the primary

11 insurance amount of that individual during his or her concur-

12 rent entitlement to such monthly periodic payment and to

12 old-age or disability insurance benefits shall be computed or

14 recomputed under subparagraph (B) with respect to the mi-

15 tial month in which the individual becomes eligible for such

16 benefits. Notwithstanding the preceding sentence, in no case

17 shall the primary insurance amount of an insured individual

18 be computed or recomputed under this paragraph if the

19 monthly periodic payment to which such individual is entitled

20 is based in whole or in part on earnings derived from the

21 performance of service as an employee of the United States,

22 or of an instrumentality of the United States, before 1971,

23 and such service constituted 'employment' as defined in sec-

24 tion 2 10(a).
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1 "(B) If paragraph (1) of this subsection would apply to

2 such an individual (except for subparagraph (A) of this para-

3 graph), there shall first be computed an amount equal to the

4 individual's primary insurance amount under the preceding

5 paragraphs of this subsection, except that for purposes of

6 such computation the percentage of the individual's average

7 indexed monthly earnings established by subparagraph (A)(i)

8 of paragraph (1) shall be 61 percent. There shall then be

9 computed (without regard to this paragraph) a second

10 amount, which shall be equal to the individual's primary in-

11 surance amount under the preceding paragraphs of this sub-

12 section, except that such second amount shall be reduced by

13 an amount equal to one-half of the portion of the monthly

14 periodic payment which is attributable to noncovered service

15 (with such attribution being based on the proportionate

16 number of years of noncovered service) and to which the mdi-

17 vidual is entitled (or is deemed to be entitled) for the initial

18 month of his or her eligibility for old-age or disability insur-

19 ance benefits. The individual's primary insurance amount

20 shall be the larger of the two amounts computed under this

21 subparagraph (before the application of subsection (i)) and

22 shall be deemed to be computed under paragraph (1) of this

23 subsection for the purpose of applying other provisions of this

24 title.
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1 "(C)(i) Any periodic payment which otherwise meets the

2 requirements of subparagraph (A), but which is paid on other

3 than a monthly basis, shall be allocated on a basis equivalent

4 to a monthly payment (as determined by the Secretary), and

5 such equivalent monthly payment shall constitute a monthly

6 periodic payment for purposes of this paragraph.

7 "(ii) In the case of an individual who has elected to

8 receive a periodic payment that has been reduced so as to

9 provide a survivors benefit to any other individual, the pay-

10 ment shall be deemed to be increased (for purposes of any

11 computation under this paragraph or subsection (d)(5)) by the

12 amount of such reduction.

13 "(iii) If an individual to whom subparagraph (A) applies

14 is eligible for a periodic payment beginning with a month that

15 is subsequent to the month in which he or she becomes eligi-

16 ble for old-age or disability insurance benefits, the amount of

17 that payment (for purposes of subparagraph (B)) shall be

18 deemed to be the amount to which he or she is, or is deemed

19 to be, entitled (subject to clauses (i), (ii), and (iv) of this sub-

20 paragraph) in such subsequent month.

21 "(iv) For purposes of this paragraph, the term 'periodic

22 payment' includes a payment payable in a lump sum if it is a

23 commutation of, or a substitute for, periodic payments.".

24 (b) Section 2 15(d) of such Act is amended by adding at

25 the end thereof the following new paragraph:
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1 "(5) In the case of an individual whose primary insur-

2 ance amount is not computed under paragraph (1) of subsec-

3 tion (a) by reason of paragraph (4)(B)(ii) of that subsection,

4 who—

5 "(A) attains age 62 after 1985 (except where he

6 or she became entitled to a disability insurance benefit

7 before 1986, and remained so entitled in any of the 12

8 months immediately preceding his or her attainment of

9 age 62), or

10 "(B) would attain age 62 after 1985 and becomes

11 entitled to a disability insurance benefit after 1985,

12 and who is entitled to a monthly periodic payment (including

13 a payment determined under subsection (a)(7)(O)) based (in

14 whole or in part) upon his or her earnings in noncovered

15 service, the primary insurance amount of such individual

16 during his or her concurrent entitlement to such monthly pe-

17 riodic payment and to old-age or disability insurance benefits

18 shall be the primary insurance amount computed or recom-

19 puted under this subsection (without regard to this paragraph

20 and before the application of subsection (i)) reduced by an

21 amount equal to the smaller of—

22 "(i) one-half of the primary insurance amount

23 (computed without regard to this paragraph and before

24 the application of subsection (i)), or
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1 "(ii) one-half of the portion of the monthly period-

2 ic payment (or payment determined under subsection

3 (a)(7)(O)) which is attributable to noncovered service

4 (with such attribution being based on the proportionate

5 number of years of noncovered service) and to which

6 that individual is entitled (or is deemed to be entitled)

7 for the initial month of his or her eligibility for old-age

8 or disability insurance benefits.

9 Notwithstanding the preceding sentence, in no case shall the

10 primary insurance amount of an insured individual be com-

11 puted or recomputed under this paragraph if the monthly pe-

12 riodic payment to which such individual is entitled is based in

13 whole or in part on earnings derived from the performance of

14 service as an employee of the United States, or of an instru-

15 mentality of the United States, before 1971, and such service

16 constituted 'employment' as defined in section 210(a).".

17 (c) Section 215(1) of such Act is amended by adding at

18 the end thereof the following new paragraph:

19 "(9)(A) In the case of an individual who becomes enti-

20 tled to a periodic payment determined under subsection

21 (a)(7)(A) (including a payment determined under subsection

22 (a)(7)(O)) in a month subsequent to the first month in which

23 he or she becomes entitled to an old-age or disability insur-

24 ance benefit, and whose primary insurance amount has been

25 computed without regard to either such subsection or subsec-
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1 tion (d)(5), such individual's primary insurance amount shall

2 be recomputed, in accordance with either such subsection or

3 subsection (d)(5), as may be applicable, effective with the first

4 month of his or her concurrent entitlement to such benefit

5 and such periodic payment.

6 "(B) If an individual's primary insurance amount has

7 been computed under subsection (a)(7) or (d)(5), and it be-

8 comes necessary to recompute that primary insurance

9 amount under this subsection—

10 "(i) so as to increase the monthly benefit amount

11 payable with respect to such primary insurance amount

12 (except in the case of the individual's death), such in-

13 crease shall be determined as though such primary in-

14 surance amount had initally been computed without

15 regard to subsection (a)(7) or (d)(5), or

16 "(ii) by reason of the individual's death, such pri-

17 mary insurance amount shall be recomputed without

18 regard to (and as though it had never been computed

19 with regard to) subsection (a)(7) or (d)(5).".

20 (d) Sections 202(e)(2) and 202(0(3) of such Act are each

21 amended by striking out "section 215(0(5) or (6)" wherever

22 it appears and inserting in lieu thereof "section 215(0(5),

28 215(0(6), or 215ffl(9)(B)".
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1 INCREASE IN OLD-AGE INSURANCE BENEFIT AMOUNTS ON

2 ACCOUNT OF DELAYED RETIREMENT

3 SEC. 114. (a) Section 202(w)(1)(A) of the Social Secu-

4 rity Act is amended to read as follows:

5 "(A) the applicable percentage (as determined

6 under paragraph (6)) of such amount, multiplied by".

7 (b) Section 202(w) of such Act is further amended by

8 adding at the end thereof the following new paragraph:

9 "(6) For purposes of paragraph (1)(A), the 'applicable

10 percentage' is—

11 "(A) '/12 of 1 percent ii the case of an individual

12 who first becomes eligible for an old-age insurance

13 benefit in any calendar year before 1979;

14 "(B) '/4 of 1 percent in the case of an individual

15 who first becomes eligible for an old-age insurance

16 benefit in any calendar year after 1978 and before

17 1987;

18 "(C) in the case of an individual who first be-

19 comes eligible for an old-age insurance benefit in a cal-

20 endar year after 1986 and before 2005, a percentage

21 equal to the applicable percentage in effect under this

22 paragraph for persons who first became eligible for an

23 old-age insurance benefit ii the preceding calendar

24 year (as increased pursuant to this subparagraph), plus

25 ½4 of 1 percent if the calendar year in which that
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1 particular individual first becomes eligible for such

2 benefit is not evenly divisible by 2; and

3 "(I)) 2/3 of 1 percent in the case of an individual

4 who first becomes eligible for an old-age insurance

5 benefit in a calendar year after 2004.".

6 PART C—REVEN-11E PROVISIONS

7 SEC. 121. TAXATION OF SOCIAL SECURITY TIER 1 AND RAIL-

8 ROAD RETIREMENT BENEFITS.

9 (a) GENERAL RuLE.—Part II of subchapter B of chap-

10 ter 1 of the Internal Revenue Code of 1954 (relating to

11 amounts specifically included in gross income) is amended by

12 redesignating section 86 as section 87 and by inserting after

13 section 85 the following new section:

14 "SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIRE-

15 MENT BENEFITS.

16 "(a) IN GENERAL.—GrOS5 income for the taxable year

17 of any taxpayer described in subsection (b) includes social

18 security benefits in an amount equal to the lesser of—

19 "(1) one-half of the social security benefits re-

20 ceived during the taxable year, or

21 "(2) one-half of the excess described in subsection

22 (b).

23 "(b) TAXPAYERS TO WHOM SUBSECTION (a) Ap-

24 PLIES.—A taxpayer is described in this subsection if—

25 "(1) the sum of—

hR 1900 RS——3



34

1 "(A) the adjusted gross income of the tax-

2 payer for the taxable year (determined without

3 regard to this section and sections 221, 911, and

4 931), plus

5 "(B) one-half of the social security benefits

6 received during the taxable year, exceeds

7 "(2) the base amount.

8 "(c) BASE AMOUNT.—FOr purposes of this section, the

9 term 'base amount' means—

10 "(1) except as otherwise provided in this subsec-

11 tion, $25,000,

12 "(2) $32,000, in the case of a joint return, and

13 "(3) zero, in the case of a taxpayer who—

14 "(A) is married at the close of the taxable

15 year (within the meaning of section 143) but does

16 not file a joint return for such year, and

17 "(B) does not live apart from his spouse at

18 all times during the taxable year.

19 "(d) SooIA1 SECURITY BENEFIT.—

20 "(1) IN GENERAL.—For purposes of this section,

21 the term 'social security benefit' means any amount re-

22 ceived by the taxpayer by reason of entitlement to—

23 "(A) a monthly benefit under title II of the

24 Social Security Act, or

25 "(B) a tier 1 railroad retirement benefit.
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1 "(2) ADJUSTMENT FOR. REPAYMENTS DURING

2 YEAR.—

3 "(A) IN GENERAL.—For purposes of this

4 section, the amount of social security benefits re-

5 ceived during any taxable year shall be reduced

6 by any repayment made by the taxpayer during

7 the taxable year of a social security benefit previ-

8 ously received by the taxpayer (whether or not

9 such benefit was received during the taxable

10 year).

11 "(B) DENIAL OF DEDUCTI0N.—Jf (but for

12 this subparagraph) any portion of the repayments

13 referred to in subparagraph (A) would have been

14 allowable as a deduction for the taxable year

15 under section 165, such portion shall be allowable

16 as a deduction only to the extent it exceeds the

17 social security benefits received by the taxpayer

18 during the taxable year (and not repaid during

19 such taxable year).

20 "(3) WORKMEN'S COMPENSATION BENEFITS

21 SUBSTITUTED FOR SOCIAL SECURITY BENEFIT5.—For

22 purposes of this section, if, by reason of section 224 of

23 the Social Security Act (or by reason of section 3(a)(1)

24 of the Railroad Retirement Act of 1974), any social se-

25 curity benefit is reduced by reason of the receipt of a
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1 benefit under a workmen's compensation act, the term

2 'social security benefit' includes that portion of such

3 benefit received under the workmen's compensation act

4 which equals such reduction.

5 "(4) TIER 1 RAILROAD RETIREMENT BENEFIT.—

6 For purposes of paragraph (1), the term 'tier 1 railroad

7 retirement benefit' means a monthly benefit under sec-

8 tion 3(a), 4(a), 4(f) of the Railroad Retirement Act of

9 1974.

10 "(e) LIMITATION ON AMOUNT INCLUDED WHERE

11 TAXPAYER RECEIVES LUMP-SUM PAYMENT.—

12 "(1) LIMITATION.—If—

13 "(A) any portion of a lump-sum payment of

14 social security benefits received during the taxable

15 year is attributable to prior taxable years, and

16 "(B) the taxpayer makes an election under

17 this subsection for the taxable year,

18 then the amount included in gross income under this section

19 for the taxable year by reason of the receipt of such portion

20 shall not exceed the sum of the increases in gross income

21 under this chapter for prior taxable years which would result

22 solely from taking into account such portion in the taxable

23 years to which it is attributable.

24 "(2) SPECIAL RULES.—
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1 "(A) YEAR TO wiiici BENEFIT ATTRIBTJT-

2 ABLE.—For purposes of this subsection, a social

3 security benefit is attributable to a taxable year if

4 the generally applicable payment date for such

5 benefit occurred during such taxable year.

6 "(B) ELECTION.—An election under this

7 subsection shall be made at such time and in such

8 manner as the Secretary shall by regulations :e-
9 scribe. Such election, once made, may be revok. I

10 only with the consent of the Secretary.

11 "U) TREATMENT AS PENSION OR ANNUITY FOR OER-

12 TAIN PURPOSES.—For purposes of—

13 "(1) section 43(c)(2) (defining earned income),

14 "(2) section 219(0(1) (defining compensation),

15 "(3) section 221(b)(2) (defining earned income),

16 and

17 "(4) section 911(b)(1) (defining foreign earned

18 income),

19 any social security benefit shall be treated as an amount re-

20 ceived as a pension or annuity."

21 (b) INFORMATION REP0RTING.—Subpart B of part ifi
22 of subchapter A of chapter 61 of such Oode (relating to imfor-

23 mation concerning transactions with other persons) is amend-

24 ed by adding at the end thereof the following new section:
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1 "SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENE-

2 FITS.

3 "(a) REQUIREMENT OF REPORTING.—The appropriate

4 Federal official shall make a return, according to the forms

5 and regulations prescribed by the Secretary, setting forth—

6 "(1) the—

7 "(A) aggregate amount of social security

8 benefits paid with respect to any individual during

9 any calendar year,

10 "(B) aggregate amount of social security

11 benefits repaid by such individual during such cal-

12 endar year, and

13 "(C) aggregate reductions under section 224

14 of the Social Security Act (or under section

15 3(a)(1) of the Railroad Retirement Act of 1974) in

16 benefits which would otherwise have been paid to

17 such individual during the calendar year on ac-

18 count of amounts received under a workmen's

19 compensation act, and

20 "(2) the name and address of such individual.

21 "(b) STATEMENTS To BE FURMSHED To INrnvID-

22 UALS WITH RESPECT To WHOM INFORMATION IS FUR-

23 NIISHED.—Every person making a return under subsection

24 (a) shall furnish to each individual whose name is set forth in

25 such return a written statement showing—
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1 "(1) the name of the agency making the pay-

2 ments, and

3 "(2) the aggregate amount of payments, of repay-

4 ments, and of reductions, with respect to the individual

5 as shown on such return.

6 The written statement required under the preceding sentence

7 shall be furnished to the individual on or before January 31

8 of the year following the calendar year for which the return

9 under subsection (a) was made.

10 "(c) DEFINITION5.—For purposes of this section—

11 "(1) APPROPRIATE FEDERAL OFFICIAL—The

12 term 'appropriate Federa' official' means—

13 "(A) the Secretary of Health and Human

14 Services in the case of social security benefits de-

15 scribed in section 86(d)(1)(A), and

16 "(B) the Railroad Retirement Board in the

17 case of social security benefits described in section

18 86(d)(1)(B).

19 "(2) SOCIAL SECURITY BENEFIT.—The term

20 'social security benefit' has the meaning given to such

21 term by section 86(d)(1)."

22 (c) TREATMENT OF NONRESIDENT ALIENS.—

23 (1) AMENDMENT OF SECTION 871(a).—Subsection

24 (a) of section 871 of such Code (relating to tax on

25 income not connected with United States business) is
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1 amended by adding at the end thereof the following

2 new paragraph:

3 "(3) TAXATION OF SOCIAL SECURITY BENE-

4 FITS.—FOr purposes of this section and section

5 1441—

6 "(A) one-half of any social security benefit

7 (as defined in section 86(d)) shall be included in

8 gross income, and

9 "(B) section 86 shall not apply."

10 (2) AMENDMENT OF SECTION 1441.—Section

11 1441 of such Code (relating to withholding of tax on

12 nonresident aliens) is amended by adding at the end

13 thereof the following newsubsection:

14 "(g) CROSS REFERENCE.—

"For provision treating one-half of social security
benefits as subject to withholding under this section, see
section 871(a)(3)."

15 (3) DISCLOSURE OF INFORMATION TO SOCIAL

16 SECURITY ADMINISTRATION OR RAILROAD RETIRE-

17 MENT BOARD.—

18 (A) IN GENERAL.—Subsection (h) of section

19 6103 of such Code (relating to disclosure to cer-

20 tam Federal officers and employees for purposes

21 of tax administration, etc.) is amended by adding

22 at the end thereof the following new paragraph:

23 "(6) WITHHOLDING OF TAX FROM SOCIAL SECU-

24 RITY BENEFITS.—UpOn written request, the Secretary
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1 may disclose available return information from the

2 master files of the Internal Revenue Service with re-

3 spect to the address and status of an individual as a

4 nonresident alien or as a citizen or resident of the

5 United States to the Social Security Administration or

6 the Railroad Retirement Board for purposes of carrying

7 out its responsibilities for withholding tax under section

8 1441 from social security benefits (as defined in section

9 86(d))."

10 (B) CONFORMING AMENDMENT.—Paragraph

11 (4) of section 6l03(p) of such Code (relating to

12 safeguards) is amended by inserting "(h)(6)," after

13 "(h)(2)," in the material preceding subparagraph

14 (A) and in subparagraph (F)(ii), thereof.

15 (d) SoCIAL SECURITY BENEFITS TREATED AS UNITED

16 STATES SOURCED.—Subsection (a) of section 861 of such

17 Code (relating to income from sources within the United

18 States) is amended by adding at the end thereof the following

19 new paragraph:

20 "(8) SOCIAL SECURITY BENEFITS.—Any social

21 security benefit (as defined in section 86(d))."

22 (e) TRANSFERS TO TRUST FUNDS.—

23 (1) IN GENERAL.—There are hereby appropriated

24 to each payor fund amounts equivalent to the aggre-

25 gate increase in tax liabilities under chapter 1 of the
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1 Internal Revenue Code of 1954 which is attributable

2 to the application of sections 86 and 871(a)(3) of such

3 Code (as added by this section) to payments from such

4 payor fund.

5 (2) TRANSFERS.—The amounts appropriated by

6 paragraph (1) to any payor fund shall be transferred

7 from time to time (but not less frequently than quarter-

8 ly) from the general fund of the Treasury on the basis

9 of estimates made by the Secretary of the Treasury of

10 the amounts referred to in such paragraph. Any such

11 quarterly payment shall be made on the first day of

12 such quarter and shall take into account social security

13 benefits estimated to be received during such quarter.

14 Proper adjustments shall be made in the amounts sub-

15 sequently transferred to the extent prior estimates

16 were in excess of or less than the amounts required to

17 be transferred.

18 (3) DEFINITIONS.—For purposes of this subsec-

19 tion—

20 (A) PAYOR FUND.—The term "payor fund"

21 means any trust fund or account from which pay-

22 ments of social security benefits are made.

23 (B) SocIAL SECURITY BENEFITS.—The

24 term "social security benefits" has the meaning
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1 given such term by section 86(d)(1) of the Internal

2 Revenue Oode of 1954.

3 (4) REPORTS.—The Secretary of the Treasury

4 shall submit annual reports to the Oongress and to the

5 Secretary of Health and Human Services and the Rail-

6 road Retirement Board on—

7 (A) the transfers made under this subsection

8 during the year, and the methodology used in de-

9 termining the amount of such transfers and the

10 funds or account to which made, and

11 (B) the anticipated operation of this subsec-

12 tion during the next 5 years.

13 U) TECHNICAL AMENDMENTS.—

14 (1) Subsection (a) of section 85 of such Oode is

15 amended by striking out "this section;" and iiisertiiig

16 in lieu thereof "this section, section 86,".

17 (2) Subparagraph (B) of section 128(c)(3) of such

18 Oode (as ii effect for taxable years beginning after De-

19 cember 31, 1984) is amended by striking out "85" and

20 inserting in lieu thereof "85, 86".

21 (3) The table of sections for part II of subchapter

22 B of chapter 1 of such Oode is amended by striking out

23 the item relating to section 86 and iiisertiiig ii lieu

24 thereof the following:

"Sec. 86. Social security and tier 1 railroad retirement benefits.
"Sec. 87. Alcohol fuel credit."
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1 (4) The table of sections for subpart B of part 11111

2 of subchapter A of chapter 61 of such Code is amended

3 by adding at the end thereof the following new item:

"Sec. 6050F. Returns relating to social security benefits."

4 (g) EFFECTIVE DATES.—

5 (1) IN GENERAL.—Except as provided in para-

6 graph (2), the amendments made by this section shall

7 apply to benefits received after December 31, 1983, in

8 taxable years ending after such date.

9 (2) TREATMENT OF CERTAIN LUMP-SUM PAY-

10 MENTS RECEIVED AFTER DECEMBER 31, 1983.—The

11 amendments made by this section shall not apply to

12 any portion of a lump-suni payment of social security

13 benefits (as defined in section 86(d) of the Internal

14 Revenue Code of 1954) received after December 31,

15 1983, if the generally applicable payment date for such

16 portion was before January 1, 1984.

17 SEC. 122. CREDIT FOR THE ELDERLY AND THE PERMANENTLY

18 AND TOTALLY DISABLED.

19 (a) GENERAL RuLE.—Section 37 of the Internal Reve-

20 nue Code of 1954 (relating to credit for the elderly) is amend-

21 ed to read as follows:

22 "SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY

23 AND TOTALLY DISABLED.

24 "(a) GENERAL RuLE.—In the case of a qualified mdi-

25 vidual, there shall be allowed as a credit against the tax im-
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1 posed by this chapter for the taxable year an amoimt equal to

2 15 percent of such individual's section 37 amoimt for such

3 taxable year.

4 "(b) QUALIFIED INDIVIDUAL.—For purposes of this

5 section, the term 'qualified individual' means any individu-

6 al—

7 "(1) who has attained age 65 before the close of

8 the taxable year, or

9 "(2) who retired on disability before the close of

10 the taxable year and who, when he retired, was per-

11 manently and totally disabled.

12 "(c) SECTION 37 AMOUNT.—FOr purposes of subsection

13 (a)—

14 "(1) IN GENERAL.—An individual's section 37

15 amoimt for the taxable year shall be the applicable mi-

16 tial amount determined under paragraph (2), reduced

17 as provided in paragraph (3) and in subsection (d).

18 "(2) INITIAL AMOUNT—

19 "(A) IN GENERAL.—Except as provided in

20 subparagraph (IB), the initial amoimt shall be—

21 "(i) $5,000 in the case of a single mdi-

22 vidual, or a joint return where only one

23 spouse is a qualified individual,

HR 1900 RS



46

1 "(ii) $7,500 in the case of a joint return

2 where both spouses are qualified individuals,

3 or

4 "(iii) $3,750 in the case of a married in-

5 dividual filing a separate return.

6 "(B) LIMITATION IN CASE OF INDIVIDUALS

7 WHO HAVE NOT ATTAINED AGE 65.—

8 "(i) IN GENERAL.—In the case of a

9 qualified individual who has not attained age

10 65 before the close of the taxable year,

11 except as provided in clause (ii), the initial

12 amount shall not exceed the disability income

13 for the taxable year.

14 "(ii) SPECIAL RULES IN CASE OF

15 JOINT RETURN.—In the case of a joint

16 return where both spouses are qualified mdi-

17 viduals and at least one spouse has not at-

18 tamed age 65 before the close of the taxable

19 year—

20 "(I) if both spouses have not at-

21 tamed age 65 before the close of the

22 taxable year, the initial amount shall

23 not exceed the sum of such spouses'

24 disability income, or
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1 "(II) if one spouse has attained

2 age 65 before the close of the taxable

3 year, the initial amount shall not exceed

4 the sum of $5,000 plus the disability

5 income for the taxable year of the

6 spouse who has not attained age 65

7 before the close of the taxable year.

8 "(iii) DISABILITY INCOME.—For pur-

9 poses of this subparagraph, the term 'disabil-

10 ity income' means the aggregate amount in-

11 cludable in the gross income of the individual

12 for the taxable year under section 72 or

13 105(a) to the extent such amount constitutes

14 wages (or payments in lieu of wages) for the

15 period during which the individual is absent

16 from work on account of permanent and total

17 disability.

18 "(3) REDUCTION.—

19 "(A) IN GENERAL.—The reduction under

20 this paragraph is an amount equal to the sum of

21 the amounts received by the individual (or, in the

22 case of a joint return, by either spouse) as a pen-

23 sion or annuity or as a disability benefit—

24 "(i) under title II of the Social Security

25 Act,
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1 "(ii) under the Railroad Retirement Act

2 of 1974, or

3 "(iii) otherwise excluded from gross

4 income.

5 "(B) No REDUCTION FOR CERTAIN EXCLU-

6 sloNs.—No reduction shall be made under clause

7 (iii) of subparagraph (A) for any amount excluded

8 from gross income under section 72 (relating to

9 aimuities), 101 (relating to life insurance pro-

10 ceeds), 104 (relating to compensation for injuries

11 or sickness), 105 (relating to amounts received

12 under accident and health plans), 120 (relating to

13 amounts received under qualified group legal serv-

14 ices plans), 402 (relating to taxability of benefici-

15 ary of employees' trust), 403 (relating to taxation

16 of employee aimuities), or 405 (relating to quali-

17 fled bond purchase plans).

18 "(C) TREATMENT OF CERTAIN WORKMEN'S

19 COMPENSATION BENEFITS.—FOr purposes of sub-

20 paragraph (A), any amount treated as a social se-

21 curity benefit under section 86(d)(3) shall be treat-

22 ed as a disability benefit received under title II of

23 the Social Security Act.

24 "(d) LIMITATIONS.—
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1 "(1) ADJTJSTED GROSS INCOME LIMITATION.—If

2 the adjusted gross income of the taxpayer exceeds—

3 "(A) $7,500 in the case of a single iiidividu-

4 al,

5 "(B) $10,000 ii the case of a joint return, or

6 "(0) $5,000 in the case of a married iiidivid-

7 ual filing a separate return,

8 the section 37 amount shall be reduced by one-half of

9 the excess of the adjusted gross income over $7,500,

10 $10,000, or $5,000, as the case may be.

11 "(2) LIMITATION BASED ON AMOUNT OF TAX.—

12 The amount of the credit allowed by this section for

13 the taxable year shall not exceed the amount of the tax

14 imposed by this chapter for such taxable year.

15 "(e) DEFINITIONS AND SPECIAL RULES.—For pur-

16 poses of this section—

17 "(1) MARRIED COUPLE MUST FILE JOINT

18 RETURN.—Except in the case of a husband and wife

19 who live apart at all times during the taxable year, if

20 the taxpayer is married at the close of the taxable

21 year, the credit provided by this section shall be al-

22 lowed only if the taxpayer and his spouse file a joint

23 return for the taxable year.

24 "(2) MARITAL STATU5.—Marital status shall be

25 determined under section 143.
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1 "(3) PERMANENT AND TOTAL DISABILITY DE-

2 FINED.—An individual is permanently and totally dis-

3 abled if he is unable to engage in any substantial gain-

4 ful activity by reason of any medically determinable

5 physical or mental impairment which can be expected

6 to result in death or which has lasted or can be expect-

7 ed to last for a continuous period of not less than 12

8 months. An individual shall not be considered to be

9 permanently and totally disabled unless he furnishes

10 proof of the existence thereof in such form and manner,

11 and at such times, as the Secretary may require.

12 "(1) NONRESIDENT ALIEN INELIGIBLE FOR CREDIT.—

1 No credit sh&1 h allowed under this section to any nonresi-

14 dent alien."

15 (b) REPEAL OF EXCLUSION FOR CERTAIN DISABILITY

16 PAYMENTS.—Subsection (d) of section 105 of such Code (re-

17 lating to certain disability payments) is hereby repealed.

18 (c) CONFORMING AMENDMENTS.—

19 (1) Sections 41(b)(2), 44A(b)(2), 46(a)(4)(B),

20 53(a)(2), and 904(g) of such Code are each amended by

21 striking out "relating to credit for the elderly" and in-

22 serting in lieu thereof "relating to credit for the elderly

23 and the permanently and totally disabled".

24 (2) Subsection (a) of section 85 of such Code is

25 amended by striking out ", section 105(d),".
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1 (3) Subparagraph (B) of section 128(c)(3) of such

2 Code (as in effect for taxable years beginning after De-

3 cember 31, 1984) is amended by striking out

4 "105(d),".

5 (4) Paragraph (3) of section 403(b) of such Code

6 is amended by striking out "sections 105(d) and 911"

7 and inserting in lieu thereof "section 911".

8 (5) Clause (i) of section 415(c)(3)(C) of such Code

9 is amended by striking out "section 105(d)(4)" and in-

10 serting in lieu thereof "section 37(e)(3)".

11 (6) Paragraph (6) of section 7871(a) of such Code

12 is amended by striking out subparagraph (A), and by

13 redesignating subparagraphs (B), (0), and (D) as sub-

14 paragraphs (A), (B), and (C), respectively.

15 (7) The table of sections for subpart A of part IV

16 of subchapter A of chapter 1 of such Code is amended

17 by striking out the item relating to section 37 and in:

18 serting in lieu thereof the following:

19 "SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY

20 AND TOTALLY DISABLED."

21 (d) EFFECTIVE DATE.—

22 (1) IN GENERAL.—The amendments made by this

23 section shall apply to taxable years beginning after De-

24 cember 31, 1983.
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1 (2) TRANsITIONAL RULE.—If an individual's an-

2 nuity starting date was deferred under section 105(d)(6)

3 of the Internal Revenue Code of 1954 (as in effect on

4 the day before the date of the enactment of this sec-

5 tion), such deferral shall end on the first day of such

6 individual's first taxable year beginning after December

7 31, 1983.

8 SEC. 123. ACCELERATION OF INCREASES IN FICA TAXES; 1984

9 EMPLOYEE TAX CREDIT.

10 (a) ACCELERATION OF INCREASES IN FICA TjxEs.—

11 (1) Tx ON EMPLOYEE s.—Subsection (a) of sec-

12 tion 3101 of the Internal Revenue Code of 1954 (relat-

13 ing to rate of tax on employees for old-age, survivors,

14 and disability insurance) is amended by striking out

15 paragraphs (1) through (7) and inserting in lieu thereof

16 the following:

"In cases of wages The rate
received during: shall be:

1984, 1985, 1986, or 1987 5.7 percent

1988 or 1989 6.06 percent

1990 or thereafter 6.2 percent."

17 (2) EMPLOYER TAX.—Subsection (a) of section

18 3111 of such Code is amended by striking out para-

19 graphs (1) through (7) and inserting in lieu thereof the

20 following:

"In cases of wages The rate
paid during: shall be:

1984, 1985, 1986, or 1987 5.7 percent

1988 or 1989 6.06 percent

1990 or thereafter 6.2 percent."
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1 (3) EFFECTIVE DATE.—The amendments made

2 by this subsection shall apply to remuneration paid

3 after December 31, 1983.

4 (b) 1984 EMPLOYEE TAx CREDIT.—

5 (1) IN GENERAL.—Chapter 25 of such Code is

6 amended by adding at the end thereof the following

7 new section:

8 "SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EM-

9 PLOYEE TAXES AND RAILROAD RETIREMENT

10 TIER 1 EMPLOYEE TAXES IMPOSED DURING

11 1984.

12 "(a) GENERAL RuLE.—There shall be allowed as a
13 credit against the tax imposed by section 3101(a) on wages

14 received during 1984 an amount equal to 3/io of 1 percent of

15 the wages so received.

16 "(b) TIME CREDIT ALLOwED.—The credit under sub-

17 section (a) shall be taken into account in determining the

18 amount of the tax deducted under section 3 102(a).

19 "(c) WAGES.—FOr purposes of this section, the term

20 'wages' has the meaning given to such term by section

21 3121(a).

22 "(d) APPLICATION TO AGREEMENTS UNDER SECTION

23 218 OF THE SoCI SECURITY ACT.—FOr purposes of de-

24 termining amounts equivalent to the tax imposed by section

25 3 101(a) with respect to remuneration which—
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1 "(1) is covered by an agreement under section

2 218 of the Social Security Act, and

3 "(2) is paid during 1984,

4 the credit allowed by subsection (a) shall be taken into ac-

5 count. A similar rule shall also apply in the case of an agree

6 ment under section 3121(1).

7 "(e) CREDIT AGAINST RAILROAD RETIREMENT EM-

8 PLOYEE AND EMPLOYEE REPRESENTATIVE TAXES.—

9 "(1) IN GENERAL.—There shall be allowed as a

10 credit against the taxes imposed by sections 3201(a)

11 and 32 11(a) on compensation paid during 1984 and

12 subject to such taxes an amount equal to /io of 1 per-

i3 cent of such compensation.

14 "(2) TIME CREDIT ALLOWED.—The credit under

15 paragraph (1) shall he taken into account in determin-

16 iig the amount of the tax deducted under section

17 3202(a) (or the amount of the tax under section

18 3211(a)).

19 "(3) COMPENSATION.—FOr purposes of this sub-

20 section, the term 'compensation' has the meaning given

21 to such term by section 3231(e).

22 "(0 COORDINATION WITH SECTION 6413(c).—For

23 purposes of subsection (c) of section 6413, in determining the

24 amount of the tax imposed by section 3101 or 3201, any

25 credit allowed by this section shall be taken into account."
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1 (2) CLERICAL AMENDMENT.—The table of see-

2 tions for chapter 25 of such Code is amended by

3 adding at the end thereof the following new item.

"Sec. 3510. Credit for increased social security employee taxes and
railroad retirement tier 1 employee taxes imposed
during 1984."

4 (3) EFFECTIVE DATE.—The amendments made

5 by this subsection shall apply to remuneration paid

6 during 1984.

7 (4) DEPOSITS IN SOCIAL SECURITY TRUST

8 FUNDS.—For purposes of subsection (h) of section 218

9 of the Social Security Act (relating to deposits in social

10 security trust funds of amounts received under section

11 218 agreements), amounts allowd a credit pursuant

12 to subsection (d) of section 3510 of the Internal Reve-

13 nue Code of 1954 (relating to credit for remuneration

14 paid during 1984 which is covered under an agreement

15 under section 218 of the Social Security Act) shall be

16 treated as amounts received under such an agreement.

17 (5) DEPOSITS IN RAILROAD RETIREMENT AC-

18 COUNT.—For purposes of subsection (a) of section 15

19 of the Railroad Retirement Act of 1974, amounts al-

20 lowed as a credit under subsection (e) of section 3510

21 of the Internal Revenue Code of 1954 shall be treated

22 as amounts covered into the Treasury under subsection

23 (a) of section 3201 of such Code.
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1 SEC. 124. TAXES ON SELF-EMPLOYMENT INCOME; CREDIT

2 AGAINST SUCH TAXES.

3 (a) INCREASE IN RATE5.—Subsections (a) and (b) of

4 section 1401 of the Internal Revenue Oode of 1954 (relating

5 to rates of tax on self-employment income) are amended to

6 read as follows:

7 "(a) OLD-AGE, SulwIvoRs, AND DISABILITY INSUR-

8 ANCE.—In addition to other taxes, there shall be imposed for

9 each taxable year, on the self-employment income of every

10 individual, a tax equal to the following percent of the amount

11 of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: Percent:
December 31, 19 January 1, 1988 11.40
December 31, 1987 January 1, 1990 12.12
December 31, 1989 12.40

12 "(b) HOSPITAL INSTJRANCE.—In addition to the tax

13 imposed by the preceding subsection, there shall be imposed

14 for each taxable year, on the self-employment income of

15 every individual, a tax equal to the following percent of the

16 amount of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: Percent:
December 31, 1983 January 1, 1985 2.60
December 31, 1984 January 1, 1986 2.70
December 31, 1985 2.90."

17 (b) CREDIT AGAINST SELF-EMPLOYMENT TAXES.—

18 Section 1401 of such Code is amended by redesignating sub-
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1 section (c) as subsection (d) and by inserting after subsection

2 (b) the following new subsection:

3 "(c) CREDIT AGAINST Txis IMPOSED BY THIS SEC-

4 TION.—

5 "(1) IN GENERAL.—There shall be allowed as a

6 credit against the taxes imposed by this section for any

7 taxable year an amount equal to 1.8 percent (1.9 per-

8 cent in the case of taxable years begimiing after De-

9 cember 31, 1987) of the self-employment income of the

10 individual for such taxable year.

11 "(2) ADDITIONAL CREDIT FOR 19 84.—In adth-

12 tion to the credit allowed by paragraph (1), there shall

13 be allowed as a credit against the taxes imposed by

14 this section for any taxable year beginning during 1984

15 an amount equal to 3/io of 1 percent of the self-em-

16 ployment income of the individual for such taxable

17 year."

18 (c) EFFECTIVE DATE.—The amendments made by this

19 section shall apply to taxable years beginning after December

20 31, 1983.

21 ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

22 SEC. 125. (a) Section 201(b)(1) of the Social Security

23 Act is amended by striking out clauses CR) through (M) and

24 inserting in lieu thereof the following: "(K) 1.65 per centum

25 of the wages (as so defined) paid after December 31, 1981,
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1 and before January 1, 1983, and so reported, (IL) 1.25 per

2 centum of the wages (as so defined) paid after December 31,

3 1982, and before January 1, 1984, and so reported, (M) 1.00

4 per centum of the wages (as so defined) paid after December

5 31, 1983, and before January 1, 1990, and so reported, and

6 (N) 1.20 per centum of the wages (as so defined) paid after

7 December 31, 1989, and so reported,".

8 (b) Section 201(b)(2) of such Act is amended by striking

9 out clauses (K) through (MI) and inserting in lieu thereof the

10 following: "(K) 1.2375 per centum of the amount of self-

11 employment income (as so defined) so reported for any tax-

12 able year beginning after December 31, 1981, and before

13 January 1, 1983, (L) 0.9375 per centum of the amount of

14 self-employment income (as so defined) so reported for any

15 taxable year beginning after December 31, 1982, and before

16 January 1, 1984, (M) 1.00 per centum of the amount of self-

17 employment income (as so defined) so reported for any tax-

18 able year beginning after December 31, 1983, and before

19 January 1, 1990, and (N) 1.20 per centum of the self-em-

20 ployment income (as so defined) so reported for any taxable

21 year beginning after December 31, 1989,".
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1 PART D—BENEFITS FOR CERTAIN SURVIVING,

2 DIVORCED, AND DISABLED SPOUSES

3 BENEFITS FOR SURVIVING DIVORCED SPOUSES AND

4 DISABLED WIDOWS AND WIDOWERS WHO REMARRY

5 SEC. 131. (a)(1) Section 202(e)(3) of the Social Security

6 Act is repealed.

7 (2) Section 202(e)(4) of such Act is amended to read as

8 follows:

9 "(4) For purposes of paragraph (1), if—

10 "(A) a widow or surviving divorced wife marries

11 after attaining age 60 (or after attaining age 50 if she

12 was entitled before such marriage occurred to benefits

13 based on disability under this subsection), or

14 "(B) a disabled widow or disabled surviving di-

15 vorced wife described in paragraph (1)CB)(ii) marries

16 after attaining age 50,

17 such marriage shall be deemed not to have occurred.".

18 (3)(A) Section 202(e) of such Act is further amended by

19 redesignating paragraph (4) (as amended by paragraph (2) of

20 this subsection), and paragraphs (5) through (8), as para-

21 graphs (3) through (7), respectively.

22 (B) Section 202(e)(1)(B)(ii) of such Act is amended by

23 striking out "(5)" and inserting in lieu thereof "(4)".

HR 1900 RS



60

1 (C) Section 202(e)(1)(F) of such Act is amended by strik-

2 ing out "(6)" in clause (i) and "(5)" in clause (ii) and inserting

3 in lieu thereof "(5)" and "(4)", respectively.

4 (B) Section 202(e)(2)(A) of such Act is amended by

5 striking out "(8)" and inserting in lieu thereof "(7)".

6 (E) The paragraph of section 202(e) of such Act redesig-

7 nated as paragraph (5) by subparagraph (A) of this paragraph

8 is amended by striking out "(5)" and inserting in lieu thereof

9 "(4)".

10 (F) The paragraph of such section 202(e) redesignated

11 as paragraph (7) by subparagraph (A) of this paragraph is

12 amended by striking out "(4)" and inserting in lieu thereof

13 "(3)".

14 (G) Section 202(k) of such Act is amended by striking

15 out "(e)(4)" each place it appears in paragraphs (2)(B) and

16 (3)(B) and inserting in lieu thereof "(e)(3)".

17 (II) Section 226(e)(1)(A) of such Act is amended by

18 striking out "202(e)(5)" and inserting in lieu thereof

19 "202(e)(4)".

20 (b)(1) Section 202(0(4) of such Act is repealed.

21 (2) Section 202(0(5) of such Act is amended to read as

22 follows:

23 "(5) For purposes of paragraph (1), if—

24 "(A) a widower marries after attaining age 60 (or

25 after attaining age 50 if he was entitled before such
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1 marriage occurred to benefits based on disability under

2 this subsection), or

3 "(B) a disabled widower described in paragraph

4 (1)(B)(ii) marries after attaining age 50,

5 such marriage shall be deemed not to have occurred.".

6 (3)(A) Section 202(f) of such Act is further amended by

7 redesignating paragraph (5) (as amended by paragraph (2) of

8 this subsection), and paragraphs (6) through (8), as para-

9 graphs (4) through (7), respectively.

10 (B) Section 202(f)(1)(B)(ii) of such Act is amended by

11 striking out "(6)" and inserting in lieu thereof "(5)".

12 (0) Section 202(f)(1)(F) of such Act is amended by strik-

13 ing out "(7)" in clause (i) and "(6)" in clause (ii) and inserting

14 in lieu thereof "(6)" and "(5)", respectively.

15 (ID) Section 202(f)(2)(A) of such Act is amended by strik-

16 ing out "(5)" and inserting in lieu thereof "(4)".

17 (E) The paragraph of section 202(f) of such Act redesig-

18 nated as paragraph (6) by subparagraph (A) of this paragraph

19 is amended by striking out "(6)" and inserting in lieu thereof

20 "(5)".

21 (F) Section 202(k) of such Act is amended by striking

22 out "(f)(5)" each place it appears in paragraphs (2)(B) and

23 (3)(B) and inserting in lieu thereof "(f)(4)".
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1 (G) Section 226(e)(1)(A) of such Act is amended by

2 striking out "202(0(6)" and inserting in lieu thereof

3 "202(0(5)".

4 (c)(1) Section 202(s)(2) of such Act is amended by strik-

5 ing out "Subsection (0(4), and so much of subsections (b)(3),

6 (d)(5), (e)(3), (g)(3), and (h)(4)" and inserting in lieu thereof

7 "So much of subsections (b)(3), (d)(5), (g)(3), and (h)(4)".

8 (2) Section 202(s)(3) of such Act is amended by striking

9 out "(e)(3),".

10 (d)(1) The amendments made by this section shall be

11 effective with respect to monthly benefits payable under title

12 II of the Social Security Act for months after December

13 1983.

14 (2) In the case of an individual who was not entitled to a

15 monthly benefit of the type involved under title II of such

16 Act for December 1983, no benefit shall be paid under such

17 title by reason of such amendments unless proper application

18 for such benefit is made.

19 ENTITLEMENT TO DIVORCED SPOUSE'S BENEFITS BEFORE

20 ENTITLEMENT OF INSURED INDIVIDUAL TO BENE-

21 FITS; EXEMPTION OF DIVORCED SPOUSE'S BENEFITS

22 FROM DEDUCTION ON ACCOUNT OF WORK

23 SEC. 132. (a) Section 202(b) of the Social Security Act

24 is amended by adding at the end thereof the following new

25 paragraph:
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1 "(5)(A) Notwithstanding the preceding provisions of this

2 subsection, except as provided in subparagraph (B), the di-

3 vorced wife of an individual who is not entitled to old-age or

4 disability insurance benefits, but who has attained age 62 and

5 is a fully insured individual (as defined in section 214), if such

6 divorced wife—

7 "(i) meets the requirements of subparagraphs (A)

8 through (D) of paragraph (1), and

9 "(ii) has been divorced from such insured mdi-

10 vidual for not less than 2 years,

11 shall be entitled to a wife's insurance benefit under this sub-

12 section for each month, in such amount, and beginning and

13 ending with such months, as determirie. (tmder regulaticn of

14 the Secretary) in the manner otherwise provided for wife's

15 insurance benefits under this subsection, as if such insured

16 individual had become entitled to old-age insurance benefits

17 on the date on which the divorced wife first meets the criteria

18 for entitlement set forth in clauses (i) and (ii).

19 "(B) A wife's insurance benefit provided under this

20 paragraph which has not otherwise terminated in accordance

21 with subparagraph CE), (F), (H), or (J) of paragraph (1) shall

22 terminate with the month preceding the first month in which

23 the insured individual is no longer a fully insured individu-

24 al.".

25 (b)(1)(A) Section 203(b) of such Act is amended—
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1 (i) by inserting "(1)" after "(b)";

2 (ii) by striking out "(1) such individual's benefit"

3 and "(2) if such individual" and inserting in lieu there-

4 of "(A) such individual's benefit" and "(B) if such mdi-

5 vidual", respectively;

6 (iii) by striking out "clauses (1) and (2)" and in-

7 serting in lieu thereof "clauses (A) and (B)";

8 (iv) by striking out "(A) an individual" and "(B) if

9 a deduction" and inserting in lieu thereof "(i) an indi-

10 vidual" and "(ii) if a deduction", respectively; and

11 (v) by adding at the end thereof the following new

12 paragraph:

13 "(2) When any of the other persons referred to in .para-

14 graph (1)(B) is entitled to monthly benefits as a divorced

15 spouse under section 202 (b) or (c) for any month, the benefit

16 to which he or she is entitled on the basis of the wages and

17 self-employment income of the individual referred to in para-

18 graph (1) for such month shall be determined without regard

19 to this subsection, and the benefits of all other individuals

20 who are entitled for such month to monthly benefits under

21 section 202 on the basis of the wages and self-employment

22 income of such individual referred to in paragraph (1) shall be

23 determined as if no such divorced spouse were entitled to

24 benefits for such month.".

25 (B)(i) Section 203(0(1) of such Act is amended—

HR 1900 RS



65

1 (1) in the first sentence, by inserting "(excluding

2 surviving spouses referred to in subsection (b)(2))" after

3 "all other persons" the first place it appears, and by

4 striking out "all other persons" the second place it ap-

5 pears and inserting in lieu thereof "all such other per-

6 sons"; and

7 (lE) in the second sentence, by inserting "(exciud-

8 ing divorced spouses• referred to in subsection (b)(2))"

9 after "other persons".

10 (ii) Section 203(0(7) of such Act is amended by inserting

11 "(excluding divorced spouses referred to in subsection (b)(2))"

12 after "all persons".

13 (2) Section 203(d)(1) of such Act is ainded—

14 (A) by inserting "(A)" after "(d)(1)"; and

15 (B) by adding at the end thereof the following

16 new subparagraph:

17 "(B) When any divorced spouse is entitled to monthly

18 benefits under section 202 (b) or (c) for any month, the bene-

19 fit to which he or she is entitled for such month on the basis

20 of the wages and self-employment income of the individual

21 entitled to old-age insurance benefits referred to in subpara-

22 graph (A) shall be determined without regard to this para-

23 graph, and the benefits of all other individuals who are enti-

24 tled for such month to monthly benefits under section 202 on

25 the basis of the wages and self-employment income of such
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1 individual referred to in subparagraph (A) shall be determined

2 as if no such divorced spouse were entitled to benefits for

3 such month.".

4 (c)(1) The amendments made by subsection (a) shall

5 apply with respect to monthly insurance benefits for months

6 after December 1984, but only on the basis of applications

7 filed on or after January 1, 1985.

8 (2) The amendments made by subsection (b) shall apply

9 with respect to monthly insurance benefits for months after

10 December 1984.

11 INDEXING OF DEFERRED SURVIVING SPOUSE'S BENEFITS

12 TO RECENT WAGE LEVELS

13 SEC. 133. (a)(1 Section 202(e)(2) of the Social Security

14 Act is amended—

15 (A) by redesignating subparagraph. (B) as subpara-

16 graph U)); and

17 (B) by striking out "(2)(A) Except" and all that

18 follows down through "If such deceasd individual"

19 and inserting in lieu thereof the following:

20 "(2)(A) Except as provided in subsection (q), paragraph

21 (8) of this subsection, and subparagraph (D) of this para-

22 graph, such widow's insurance benefit for each month shall

23 be equal to the primary insurance amount (as determined for

24 purposes of this subsection after application of subparagraphs

25 (B) and (C)) of such deceased individual.
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1 "(B)(i) For purposes of this subsection, in any case in

2 which such deceased individual dies before attaining age 62

3 and section 215(a)(1) (as in effect after December 1978) is

4 applicable in determining such individual's primary insurance

5 amount—

6 "(1) such primary insurance amount shall be de-

7 termined under the formula set forth in section

8 215(a)(1)(B)(i) and (II) which is applicable to individuals

9 who initially become eligible for old-age insurance

10 benefits in the second year after the year specified in

11 clause (ii),

12 "(II) the year specified in clause (ii) shall be sub-

13 stituted for the second calendar year specified in sec-

14 tion 215(b)(3)(A)(ii)(1), and

15 "(III) such primary insurance amount shall be in-

16 creased under section 2 15(i) as if it were the primary

17 insurance amount referred to in section

18 215(i)(2)(A)(ii)(ll), except that it shall be increased only

19 for years beginning after the first year after the year

20 specified in clause (ii).

21 "(ii) The year specified in this clause is the earlier of—

22 "(I) the year in which the deceased individual at-

23 tamed age 60, or would have attained age 60 had he

24 lived to that age, or
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1 "(II) the second year preceding the year in which

2 the widow or surviving divorced wife first meets the

3 requirements of paragraph (1)(B) or the second year

4 preceding the year in which the deceased individual

5 died, whichever is later.

6 "(iii) This subparagraph shall apply with respect to any

7 benefit under this subsection only to the extent its application

8 does not result in a primary insurance amount for purposes of

9 this subsection which is less than the primary insurance

10 amount otherwise determined for such deceased individual

11 under section 215.

12 "(0) If such deceased individual".

13 (2) Section 202(e) of such Act (as amended by para-

14 graph (1) of this subsection) is further amended—

15 (A) in paragraph (1)(D) and in the matter in para-

16 graph (1) following subparagraph (F)(ii), by inserting

17 "(as determined after application of subparagraphs (B)

18 and (0) of paragraph (2))" after "primary insurance

19 amount"; and

20 (B) in paragraph (2)(D)(ii), by inserting "(as deter-

21 mined without regard to subparagraph (0))" after "pri-

22 mary insurance amount".

23 (b)(1) Section 202(0(3) of such Act is amended—

24 (A) by redesignating subparagraph (B) as subpara-

25 graph (I)); and
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1 (B) by striking out "(3)(A) Except" and all that

2 follows down through "If such deceased individual"

3 and inserting in lieu thereof the following:

4 "(3)(A) Except as provided in subsection (q), paragraph

5 (2) of this subsection, and subparagraph (D) of this para-

6 graph, such widower's insurance benefit for each month shall

7 be equal to the primary insurance amount (as determined for

8 purposes of this subsection after application of subparagraphs

9 (B) and (C)) of such deceased individual.

10 "(B)(i) For purposes of this subsection, in any case in

11 which such deceased individual dies before attaining age 62

12 and section 215(a)(1) (as in effect after December 1978) is

13 applicable in determining such individual's primary insurance

14 amount—

15 "U) such primary insurance amount shall be de-

16 termined under the formula set forth in section

17 215(a)(1)(B) (i) and (ii) which is applicable to individ-

18 uals who initially become eligible for old-age insurance

19 benefits in the second year after the year specified in

20 clause (ii),

21 "(II) the year specified in clause (ii) shall be sub-

22 stituted for the second calendar year specified in sec-

23 tion 215(b)(3)(A)(ii)(1), and

24 "(III) such primary insurance amount shall be in-

25 creased under section 215(i) as if it were the primary
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1 insurance amount referred to in section

2 215(i)(2)(A)(li)(ll), except that it shall be increased only

3 for years beginning after the first year after the year

4 specified in clause (ii).

5 "(ii) The year specified in this clause is the earlier of—

6 "U) the year in which the deceased individual at-

7 tained age 60, or would have attained age 60 had she

8 lived to that age, or

9 "(II) the second year preceding the year in which

10 the widower first meets the requirements of paragraph

11 (1)(B) or the second year preceding the year in which

12 the deceased individual died, whichever is later.

"(iii) This subparagraph shall apply with respect to any

14 benefit under this subsection only to the extent its application

15 does not result in a primary insurance amount for purposes of

16 this subsection which is less than the primary insurance

17 amount otherwise determined for such deceased individual

18 under section 215.

19 "(C) H such deceased individual".

20 (2) Section 202(f) of such Act (as amended by paragraph

21 (1) of this subsection) is further amended—

22 (A) in paragraph (1)CD) and in the matter in para-

23 graph (1) following subparagraph (F)(ii), by inserting

24 "(as determined after application of subparagraphs (B)
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1 and (C) of paragraph (3))" after "primary insurance

2 amount"; and

3 (B) in paragraph (3)(D)(ii), by inserting "(as deter-

4 mined without regard to subparagraph (0))" after "pri-

5 mary insurance amount".

6 (c) The amendments made by this section shall apply

7 with respect to monthly insurance benefits for months after

8 December 1984 for individuals who first meet all criteria for

9 entitlement to benefits under section 202 (e) or (1) of the

10 Social Security Act (other than making application for such

11 benefits) after December 1984.

12 LIMITATION ON BENEFIT REDUCTION FOR EARLY RETIRE-

13 MENT IN CASE OF DISABLED WIDOWS AND WIDOW-

14 ERS

15 SEC. 134. (a)(1) Section 202(q)(1) of the Social Security

16 Act is amended by striking out the semicolon at the end of

17 subparagraph (B)(ii) and all that follows and, inserting in lieu

18 thereof a period.

19 (2)(A) Section 202(q)(6) of such Act is amended to read

20 as follows:

21 "(6) For purposes of this subsection, the 'reduction

22 period' for an individual's old-age, wife's, husband's,

23 widow's, or widower's insurance benefit is the period—

24 "(A) beginning—
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1 "(i) in the case of an old-age or husband's in-

2 surance benefit, with the first day of the first

3 month for which such individual is entitled to such

4 benefit,

5 "(ii) in the case of a wife's insurance benefit,

6 with the first day of the first month for which a

7 certificate described in paragraph (5)(A)(i) is effec-

8 tive, or

9 "(iii) in the case of a widow's or widower's

10 insurance benefit, with the first day of the first

11 month for which such individual is entitled to such

12 benefit or the first day of the month in which such

13 individual attains age 60, whichever is the later,

14 and

15 "(B) ending with the last day of the month before

16 the month in which such individual attains retirement

17 age.".

18 (B) Section 202(q)(3)(G) of such Act is amended by

19 striking out "paragraph (6)(A) (or, if such paragraph does not

20 apply, the period specified in paragraph (6)(B))" and inserting

21 in lieu thereof "paragraph (6)".

22 (C) Section 202(q) of such Act is further amended, in

23 paragraphs (1)(B)(i), (3)(E)(ii), and (3)(F)(ii)(1), by striking out

24 "paragraph (6)(A)" and inserting in lieu thereof "paragraph

25 (6)".
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1 (3) Section 202(q)(7) of such Act is amended by striking

2 out the matter preceding subparagraph (A) and inserting in

3 lieu thereof the following:

4 "(7) For purposes of this subsection, the 'adjusted re-

5 duction period' for an individual's old-age, wife's, husband's,

6 widow's, or widower's insurance benefit is the reduction

7 period prescribed in paragraph (6) for such benefit, exclud-

8 ing—".

9 (4) Section 202(q)(10) of such Act is amended—

10 (A) in that part of the second sentence preceding

11 clause (A), by striking out "or an additional adjusted

12 reduction period";

13 (B) in clauses (B)(i) and (U)(i), by stnking out ,

14 plus the number of months in the adjusted additional

15 reduction period multipled by 4%4 of 1 percent";

16 (0) in clause (B)(ii), by striking out "plus the

17 number of months in the additional reduction period

18 multiplied by 4%4 of 1 percent,"; and

19 (B) in clause (0)(ii), by striking out "plus the

20 number of months in the adjusted additional reduction

21 period multiplied by 4%4 of 1 percent.".

22 (b) Section 202(m)(2)(B) of such Act (as applicable after

23 the enactment of section 2 of Public Law 97—123) is amend-

24 ed by striking out "subsection (q)(6)(A)(ii)" and inserting in

25 lieu thereof "subsection (q)(6)(B)".
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1 (c) The amendments made by this section shall apply

2 with respect to benefits for months after December 1983.

3 PART E—MECHANISMS To ASSURE CONTINuED BENEFIT

4 PAYMENTS IN UNEXPECTEDLY ADVERSE COrmITIONs

5 NORMALIZED CREDITING OF SOCIAL SECURITY TAXES TO

6 TRUST FUNDS

7 SEC. 141. (a)(1) The last sentence of section 201(a) of

8 the Social Security Act is amended—

9 (A) by striking out "from time to time" each

10 place it appears and inserting in lieu thereof "monthly

11 on the first day of each calendar month"; and

12 (B) by striking out "paid to or deposited into the

1i Treasury" and inserting in lieu thereof "to be paid to

14 or deposited into the Treasury during such month".

15 (2) Section 201(a) of such Act is further amended by

16 adding at the end thereof the following new sentence: "All

17 amounts transferred to either Trust Fund under the preced-

18 ing sentence shall be invested by the Managing Trustee in

19 the same manner and to the same extent as the other assets

20 of such Trust Fund; and such Trust Fund shall pay interest

21 to the general fund on the amount so transferred on the first

22 day of any month at a rate (calculated on a daily basis, and

23 applied against the difference between the amount so trans-

24 ferred on such first day and the amount which would have

25 been transferred to the Trust Fund up to that day under the
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1 procedures in effect on January 1, 1983) equal to the rate

2 earned by the investments of such Fund in the same month

3 under subsection (d).".

4 (b)(1) The last sentence of section 1817(a) of such Act is

5 amended—

6 (A) by striking out "from time to time" and in-

7 serting in lieu thereof "monthly on the first day of

8 each calendar month"; and

9 (B) by striking out "paid to or deposited into the

10 Treasury" and inserting in lieu thereof "to be paid to

11 or deposited into the Treasury during such month".

12 (2) Section 1817(a) of such Act is further amended by

13 adding at the end thereof the following new sentence: "All

14 amounts transferred to the Trust Fund under the preceding

15 sentence shall be invested by the Managing Trustee in the

16 same manner and to the same extent as the other assets of

17 the Trust Fund; and the Trust Fund shall pay interest to the

18 general fund on the amount so transferred on the first day of

19 any month at a rate (calculated on a daily basis, and applied

20 against the difference between the amount so transferred on

21 such first day and the amount which would have been trans-

22 ferred to the Trust Fund up to that day under the procedures

23 in effect on January 1, 1983) equal to the rate earned by the

24 investments of the Trust Fund in the same month under sub-

25 section (c).".
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1 (c) The amendments made by this section shall become

2 effective on the first day of the month following the month in

3 which this Act is enacted.

4 INTERFUND BORROWING EXTENSION

5 SEC. 142. (a) Sections 201(1)(1) and 1817(j)(1) of the

6 Social Security Act are each amended by striking out "Janu-

7 ary 1983" and inserting in lieu thereof "January 1, 1988".

8 (b) Sections 201(1)(3) and 1817(j)(3) of such Act are

9 each amended by inserting before the period at the end there-

10 of the following: "; but the full amount of all such loans

11 (whether made before or after January 1, 1983) shall be

12 repaid at the earliest feasible date and in any event no later

13 than December 31, 1989.".

14 RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY

15 INADEQUATE BALANCES IN THE SOCIAL SECURITY

16 TRUST FUNDS

17 SEC. 143. Title VII of the Social Security Act is

18 amended by adding at the end thereof the following new sec-

19 tion:

20 "RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY

21 INADEQUATE BALANCES IN THE SOCIAL SECTIRITY

22 TRUST FUNDS

23 "SEC. 709. If the Board of Trustees of the Federal Old-

24 Age and Survivors Insurance Trust Fund, the Federal Dis-

25 ability Insurance Trust Fund, the Federal Hospital Insurance
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1 Trust Fund, or the Federal Supplementary Medical Insur-

2 ance Trust Fund determines at any time that the balance of

3 such Trust Fund may become inadequate to assure the timely

4 payment of benefits from such Trust Fund, the Board shall

5 promptly submit to each House of the Congress a report set-

6 ting forth its recommendations for statutory adjustments af-

7 fecting the receipts and thsbursements to and from such Trust

8 Fund necessary to remedy such inadequacy, with due regard

9 to the economic conditions which created such inadequacy

10 and the amount of time necessary to alleviate such inadequa-

11 cy in a prudent manner.".

12 PART F—OTHER FINANCING AMENDMENTS

13 FINANCING OF NONCONTRIBUTORY MILITARY WAGE

14 CREDITS

15 SEC. 151. (a) Section 217(g) of the Social Security Act

16 is amended to read as follows:

17 "Appropriation to Trust Funds

18 "(g)(1) Within thirty days after the date of the enact-

19 ment of the Social Security Amendments of 1983, the Secre-

20 tary shall determine the amount equal to the excess of—

21 "(A) the actuarial present value as of such date of

22 enactment of the past and future benefit payments from

23 the Federal Old-Age and Survivors Insurance Trust

24 Fund, the Federal Disability Insurance Trust Fund,

25 and the Federal Hospital Insurance Trust Fund under
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1 this title and title XVIII, together with associated ad-

2 ministrative costs, resulting from the operation of this

3 section (other than this subsection) and section 210 of

4 this Act as in effect before the enactment of the Social

5 Security Act Amendments of 1950, over

6 "(B) any amounts previously transferred from the

7 general fund of the Treasury to such Trust Funds pur-

8 suant to the provisions of this subsection as in effect

9 immediately before the date of the enactment of the

10 Social Security Act Amendments of 1983.

11 Such actuarial present value shall be based on the relevant

12 actuarial assumptions set forth in the report of the Board of

13 Trustees of each such Trust Fund for 1983 under sections

14 201(c) and 1817(b). Within thirty days after the date of the

15 enactment of the Social Security Act Amendments of 1983,

16 the Secretary of the Treasury shall transfer the amount de-

17 termined under this paragraph with respect to each such

18 Trust Fund to such Trust Fund from amounts in the general

19 fund of the Treasury not otherwise appropriated.

20 "(2) The Secretary shall revise the amount determined

21 under paragraph (1) with respect to each such Trust Fund in

22 1985 and each fifth year thereafter, as determined appropri-

23 ate by the Secretary from data which becomes available to

24 him after the date of the determination under paragraph (1)

25 on the basis of the amount of benefits and administrative ex-
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1 penses actually paid from such Trust Fund under this title or

2 title XVIII and the relevant actuarial assumptions set forth

3 in the report of the Board of Trustees of such Trust Fund for

4 such year under section 201(c) or 1817(b). Within 30 days

5 after any such revision, the Secretary of the Treasury, to the

6 extent provided in advance in appropriation Acts, shall trans-

7 fer to such Trust Fund, from amounts in the general fund of

8 the Treasury not otherwise appropriated, or from such Trust

9 Fund to the general fund of the Treasury, such amounts as

10 the Secretary of the Treasury determines necessary to com-

11 pensate for such revision.".

12 (b)(1) Section 229(b) of such Act is amended to read as

13 follows:

14 "(b) There are authorized to be appropriated to each of

15 the Trust Funds, consisting of the Federal Old-Age and Sur-

16 vivors Insurance Trust Fund, the Federal Disability Insur-

17 ance Trust Fund, and the Federal Hospital Insurance Trust

18 Fund, for transfer on July 1 of each calendar year to such

19 Trust Fund from amounts in the general fund in the Treasury

20 not otherwise appropriated, an amount equal to the total of

21 the additional amounts which would be appropriated to such

22 Trust Fund for the fiscal year ending September 30 of such

23 calendar year under section 201 or 1817 of this Act if the

24 amounts of the additional wages deemed to have been paid

25 for such calendar year by reason of subsection (a) constituted
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1 remuneration for employment (as defined in section 3121(b)

2 of the Internal Revenue Code of 1954) for purposes of the

3 taxes imposed by sections 3101 and 3111 of the Internal

4 Revenue Code of 1954. Amounts authorized to be appropri-

5 ated under this subsection for transfer on July 1 of each cal-

6 endar year shall be determined on the basis of estimates of

7 the Secretary of the wages deemed to be paid for such calen-

8 dar year under subsection (a); and proper adjustments shall

9 be made in amounts authorized to be appropriated for subse-

10 quent transfer to the extent prior estimates were in excess of

11 or were less than such wages so deemed to be paid.".

12 (2) The amendment made by paragraph (1) shall be ef-

13 fective with respect to wages deemed to have been paid for

14 calendar years after 1982.

15 (3)(A) Within thirty days after the date of the enactment

16 of this Act, the Secretary of Health and Human Services

17 shall determine the additional amounts which would have

18 been appropriated to the Federal Old-Age and Survivors In-

19 surance Trust Fund, the Federal Disability Insurance Trust

20 Fund, and the Federal Hospital Insurance Trust Fund under

21 sections 201 and 1817 of the Social Security Act if the addi-

22 tional wages deemed to have been paid under section 229(a)

23 of the Social Security Act prior to 1983 had constituted re-

24 muneration for employment (as defined in section 3121(b) of

25 the Internal Revenue Code of 1954) for purposes of the taxes
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1 imposed by sections 3101 and 3111 of the Internal Revenue

2 Code of 1954, and the amount of interest which would have

3 been earned on such amounts if they had been so appropri-

4 ated.

5 (B)(i) Within thirty days after the date of the enactment

6 of this Act, the Secretary of the Treasury shall transfer to

7 each such Trust Fund, from amounts in the general fund of

8 the Treasury not otherwise appropriated, an amount equal to

9 the amount determined with respect to such Trust Fund

10 under subparagraph (A), less any amount appropriated to

11 such Trust Fund pursuant to the provisions of section 229(b)

12 of the Social Security Act prior to the date of the determina-

13 tion made under paragraph (1) with respect to wages deemed

14 to have been paid for calendar years prior to 1983.

15 (ii) The Secretary of Health and Human Services shall

16 revise the amount determined under clause (i) with respect to

17 each such Trust Fund within one year after the date of the

18 transfer made to such Trust Fund under clause (i), as deter-

19 mined appropriate by such Secretary from data which be-

20 comes available to him after the date of the transfer under

21 clause (i). Within 30 days after any such revision, the Secre-

22 tary of the Treasury shall transfer to such Trust Fund, from

23 amounts in the general fund of the Treasury not otherwise

24 appropriated, or from such Trust Fund to the general fund of

25 the Treasury, such amounts as the Secretary of Health and
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1 Human Services certifies as necessary to compensate for

2 such revision.

3 ACCOUNTING FOR CERTAIN UNNEGOTIATED CHECKS FOR

4 BENEFITS UNDER THE SOCIAL SECURITY PROGRAM

5 SEC. 152. (a) Section 201 of the Social Security Act (as

6 amended by section 143 of this Act) is further amended by

7 adding at the end thereof the following new subsection:

8 "(n)(1) The Secretary of the Treasury shall implement

9 procedures to permit the identification of each check issued

10 for benefits under this title that has not been presented for

11 payment by the close of the sixth month following the month

12 of its issuance.

13 "(2) The Secretary of the Treasury shall, on a monthly

14 basis, credit each of the Trust Funds for the amount of all

15 benefit checks (including interest thereon) drawn on such

16 Trust Fund more than 6 months previously but not presented

17 for payment and not previously credited to such Trust Fund.

18 "(3) If a benefit check is presented for payment to the

19 Treasury and the amount thereof has been previously cred-

20 ited pursuant to paragraph (2) to one of the Trust Funds, the

21 Secretary of the Treasury shall nevertheless pay such check,

22 if otherwise proper, recharge such Trust Fund, and notify the

23 Secretary of Health and Human Services.

24 "(4) A benefit check bearing a current date may be

25 issued to an individual who did not negotiate the original
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1 benefit check and who surrenders such check for cancellation

2 if the Secretary of the Treasury determines it is necessary to

3 effect proper payment of benefits.".

4 (b) The amendment made by subsection (a) shall apply

5 with respect to all checks for benefits under title II of the

6 Social Security Act which are issued on or after the first day

7 of the twenty-fourth month following the month in which this

8 Act is enacted.

9 (c)(1) The Secretary of the Treasury shall transfer from

10 the general fund of the Treasury to the Federal Old-Age and

11 Survivors Insurance Trust Fund and to the Federal Disabil-

12 ity Insurance Trust Fund, in the month following the month

13 ii which this Act is enacted and in each of the succeeding 30

14 months, such sums as may be necessary to reimburse such

15 Trust Funds in the total amount of all checks (including in-

16 terest thereon) which he and the Secretary of Health and

17 Human Services jointly determine to be unnegotiated benefit

18 checks. After any amounts authorized by this subsection have

19 been transferred to a Trust Fund with respect to any benefit

20 check, the provisions of paragraphs (3) and (4) of section

21 201(m) of the Social Security Act (as added by subsection (a)

22 of this section) shall be applicable to such check.

23 (2) As used in paragraph (1), the term "unnegotiated

24 benefit checks" means checks for benefits under title II of the

25 Social Security Act which are issued prior to the twenty-
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1 fourth month following the month in which this Act is en-

2 acted, which remain unnegotiated after the sixth month fol-

3 lowing the date on which they were issued, and with respect

4 to which no transfers have previously been made in accord-

5 ance with the first sentence of such paragraph.

6 TITLE 11—ADDITIONAL PROVISIONS RELATING

7 TO LONG-TERM FINANCING OF TIfE SOCIAL

8 SECUItITY SYSTEM

9 INCREASE IN RETIREMENT AGE

10 SEC. 201. (a) Section 216 of the Social Security Act is

11 amended by adding at the end thereof the following new sub-

12 section:

13 "Retirement Age

14 "Q)(1) The term 'retirement age' means—

15 "(A) with respect to an individual who attains

16 early retirement age (as defined in paragraph (2))

17 before January 1, 2000, 65 years of age;

18 "(B) with respect to an individual who attains

19 early retirement age after December 31, 1999, and

20 before January 1, 2005, 65 years of age plus the

21 number of months in the age increase factor (as deter-

22 mined under paragraph (3)) for the calendar year in

23 which such individual attains early retirement age;
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1 "(0) with respect to an individual who attains

2 early retirement age after December 31, 2004, and

3 before January 1, 2017, 66 years of age;

4 "(ID) with respect to an individual who attains

5 early retirement age after December 31, 2016, and

6 before January 1, 2022, 66 years of age plus the

7 number of months in the age increase factor (as deter-

8 mined under paragraph (3)) for the calendar year in

9 which such individual attains early retirement age; and

10 "(E) with respect to an individual who attains

11 early retirement age after December 31, 2021, 67

12 years of age.

13 "(2) The term 'early retirement age' means age 62 in

14 the case of an old-age, wife's, or husband's insurance benefit,

15 and age 60 in the case of a widow's or widower's insurance

16 benefit.

17 "(3) The age increase factor for any individual who at-

18 tains early retirement age in a calendar year within the

19 period to which subparagraph (B) or (1)) of paragraph (1)

20 applies shall be determined as follows:

21 "(A) With respect to an individual who attains

22 early retirement age in the 5-year period consisting of

23 the calendar years 2000 through 2004, the age in-

24 crease factor shall be equal to two-twellths of the

25 number of months in the period beginning with Janu-
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1 ary 2000 and ending with December of the year in

2 which the individual attains early retirement age.

3 "(B) With respect to an individual who attains

4 early retirement age in the 5-year period consisting of

5 the calendar years 2017 through 2021, the age in-

6 crease factor shall be equal to two-twelfths of the

7 number of months in the period beginning with Janu-

8 ary 2017 and ending with December of the year in

9 which the individual attains early retirement age.".

10 (b)(1) Section 202(q)(9) of such Act is amended to read

11 as follows:

12 "(9) The reduction factors for early retirement specified

13 in paragraph (1) shall be periodically revised by the Secretary

14 so that—

15 "(A) in the case of old-age insurance benefits,

16 wife's insurance benefits, and husband's insurance

17 benefits, the reduction factors applicable to an individu-

18 al initially becoming entitled to such benefits at an age

19 not more than 3 years less than the retirement age ap-

20 plicable to such individual will be the same as those

21 specified in paragraph (1), and the reduction factors for

22 each month below the age which is 3 years lower than

23 the applicable retirement age shall each be five-

24 twelfths of 1 percent; and
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1 "(B) in the case of widow's insurance benefits and

2 widower's insurance benefits, the reduction factors ap-

3 plicable to an individual initially becoming entitled to

4 such benefits at early retirement age shall be the same

5 as those specified in paragraph (1), and the reduction

6 factors applicable to individuals initially becoming enti-

7 tled to such benefits at a greater age shall each be es-

8 tablished by linear interpolation between the applicable

9 reduction factor for such early retirement age and a

10 factor of unity at the applicable retirement age.".

11 (2) Section 202(q)(1) of such Act is amended by striking

12 out "If" and inserting in lieu thereof "Subject to paragraph

13 (9), if".

14 (c) Title II of the Social Security Act is further amend-

15 ed—

16 (1) by striking out "age 65" or "age of ES", as

17 the case may be, each place it appears in the following

18 sections and inserting in lieu thereof in each instance

19 "retirement age (as defined in section 216(1))":

20 (A) subsections (a), (b), (c), (d), (e), U), (q),

21 (r), and (w) of section 202,

22 (B) subsections (c) and (I) of section 203,

23 (0) subsection (f) of section 215,

24 (D) subsections (h) and (i) of section 216, and

25 (E) section 223(a);
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1 (2) by striking out "age sixty-live" h section

2 203(c) and inserting in lieu thereof "retirement age (as

3 defined iii section 2160))"; and

4 (3) by striking out "age of sixty-live" in section

5 223(a) and inserting in lieu thereof "retirement age (as

6 defined in section 2160))".

7 (d) The Secretary shall conduct a comprehensive study

8 and analysis of the implications of the changes made by this

9 section in retirement age in the case of those individuals (af-

10 fected by such changes) who, because they are engaged in

11 physically demanding employment or because they are unable

12 to extend their working careers for health reasons, may not

13 benefit from improvements in longevity. The Secretary shall

14 submit to the Congress no later than January 1, 1986, a full

15 report on the study and analysis. Such report shall include

16 any recommendations for legislative changes, including rec-

17 ommendations with respect to the provision Of protection

18 against the risks associated with early retirement due to

19 health considerations, which the Secretary finds necessary or

20 desirable as a result of the findings contained in this study.
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1 TITLE rn—MISCELLANEOuS AN]) TEChNICAL

2 PROVISIONS

3 PART A—CASH MANAGEMENT

4 FLOAT PERIODS

5 Sc. 301. (a) The Secretary of Health and Human

6 Services and the Secretary of the Treasury shall jointly un-

7 dertake, as soon as possible after the date of the enactment of

8 this Act, a thorough study with respect to the period of time

9 (hereafter in this section referred to as the "float period")

10 between the issuance of checks from the general fund of the

11 Treasury in payment of monthly insurance benefits under

12 title II of the Social Security Act and the transfer to the

13 general fund from the Federal Old-Age and Survivors Insur-

14 ance Trust Fund or the Federal Disability Insurance Trust

15 Fund, as applicable, of the amounts necessary to compensate

16 the general fund for the issuance of such checks. Each such

17 Secretary shall consult the other regularly during the course

18 of the study and shall, as appropriate, provide the other with

19 such information and assistance as he may require.

20 (b) The study shall include—

21 (1) an investigation of the feasibility and desirabil-

22 ity of maintaining the float periods which are allowed

23 as of the date of the enactment of this section in the

24 procedures governing the payment of monthly insur-

25 ance benefits under title II of the Social Security Act,
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1 and of the general feasibility and desirability of making

2 adjustments in such procedures with respect to float

3 periods; and

4 (2) a separate investigation of the feasibility and

5 desirability of providing, as a specific form of adjust-

6 ment in such procedures with respect to float periods,

7 for the transfer each day to the general fund of the

8 Treasury from the Federal Old-Age and Survivors In-

9 surance Trust Fund and the Federal Disability Insur-

10 ance Trust Fund, as appropriate, of amounts equal to

11 the amounts of the checks referred to in subsection (a)

12 which are paid by the Federal Reserve Banks on such

13 day.

14 (c) In conducting the study required by subsection (a),

15 the Secretaries shall consult, as appropriate, the Director of

16 the Office of Management and Budget, and the Director shall

17 provide the Secretaries with such information and assistance

18 as they may require. The Secretaries shall also solicit the

19 views of other appropriate officials and organizations.

20 (d)(1) Not later than six months after the date of the

21 enactment of this Act, the Secretaries shall submit to the

22 President and the Congress a report of the findings of the

23 investigation required by subsection (b)(1), and the Secretary

24 of the Treasury shall by regulation make such adjustments in

25 the procedures governing the payment of monthly insurance
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1 benefits under title II of the Social Security Act with respect

2 to float periods (other than adjustments in the form described

3 in subsection (b)(2)) as may have been found in such investi-

4 gation to be necessary or appropriate.

5 (2) Not later than twelve months after the date of the

6 enactment of this Act, the Secretaries shall submit to the

7 President and the Congress a report of the findings of the

8 separate investigation required by subsection (b)(2), together

9 with their recommendations with respect thereto; and, to the

10 extent necessary or appropriate to carry out such recommen-

11 dations, the Secretary of the Treasury shall by regulation

12 make adjustments in the procedures with respect to float pe-

13 nods in the form described in such subsection.

14 SEC. 302. (a) Section 218(j) of the Social Security Act

15 is amended—

16 (1) by inserting "(1)" after "(j)",

17 (2) by striking out "the rate of 6 per centum per

18 annum" and inserting in lieu thereof "the applicable

19 rate determined in accordance with paragraph (2)",

20 and

21 (3) by adding at the end thereof the following new

22 paragraph:

23 "(2) For purposes of paragraph (1), the rate of interest

24 applicable to late payments outstanding during the six-month

25 period beginning on January 1, 1984, shall be 9.0 percent
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1 per annum. The rate of interest applicable to late payments

2 outstanding during the six-month period beginning on July 1,

3 1984, and subsequent six-month periods beginning on Janu-

4 ary 1 or July 1 thereafter, shall be determined by the Secre-

5 tary of the Treasury not later than 15 days after the end of

6 the base period described in the following sentence and shall

7 be an annual rate equal to the average (rounded to the near-

8 est full percent, or the next higher percent if it is a multiple

9 of 0.5 percent but not of 1.0 percent) of the annual rates of

10 interest applicable to the special obligations issued to the

11 Trust Funds (in accordance with section 20 1(d)) in each

12 month of such base period. The 'base period' for the rate

13 effective on January 1 of a year is the six-month period

14 ending on the immediately preceding September 30, and the

15 base period for the rate effective on July 1 of a year is the

16 six-month period ending on the immediately preceding March

17 31.".

18 (b) The amendments made by this section shall apply

19 with respect to payments made after December 31, 1983,

20 under an agreement pursuant to section 218 of the Social

21 Security Act.

22 TRUST FUND INVESTMENT PROCEDURES

23 SEC. 303. (a)(1) Section 201(d) of the Social Security

24 Act is amended by striking out the second and third sen-

25 tences and inserting in lieu thereof the following: "Such in-
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1 vestments may be made only in interest-bearing public-debt

2 obligations of the United States which are issued exclusively

3 for purchase by the Trust Funds under title 31 of the United

4 States Code.".

5 (2) The fifth sentence of such section 20 1(d) is amended

6 to read as follows: "Such obligations shall be redeemable at

7 par plus accrued interest at any time, and shall bear interest

8 in any month (including the month of issue) at a rate equiva-

9 lent to either (1) the average market yield (determined by the

10 Managing Trustee on the basis of market quotations as of the

11 end of each business day of the preceding month) on all mar-

12 ketable interest-bearing obligations of the United States then

13 forming a part of the public debt (other than 'flower bonds')

14 which are not due or callable until after the expiration of 4

15 years from the end of such preceding month, or (2) the aver-

16 age market yield (so determined) on all such obligations

17 which are due or callable 4 years or less from the end of such

18 preceding month, whichever average market yield (with re-

19 spect to the month involved) is larger; except that where

20 such equivalent interest rate is not a multiple of one-eighth of

21 1 percent, the rate of interest on the obligations involved

22 shall be the multiple of one-eighth of 1 percent nearest such

23 equivalent rate.".

24 (3) Section 201(d) of such Act is further amended by

25 striking out the last sentence, and by inserting in lieu thereof
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1 the following: "For purposes of the preceding sentence, the

2 term 'flower bond' means a United States Treasury bond

3 which was issued before March 4, 1971, and which may, at

4 the option of the duly constituted representative of the estate

5 of a deceased individual, be redeemed in advance of maturity

6 and at par (face) value plus accrued interest to the date of

7 payment if (i) it was owned by such deceased individual at

8 the time of his death, (ii) it is part of the estate of such de-

9 ceased individual, and (iii) such representative authorizes the

10 Secretary of the Treasury to apply the entire proceeds of the

11 redemption of such bond to the payment of Federal estate

12 taxes.".

13 (b)(1) Section 1817(c) of such Act is amended by strik-

14 ing out the second and third sentences and inserting in lieu

15 thereof the following: "Such investments may be made only

16 in interest-bearing public-debt obligations of the United

17 States which are issued exclusively for purchase by the Trust

18 Funds under title 31 of the United States Code.".

19 (2) The fifth sentence of such section 1817(c) is amend-

20 ed to read as follows: "Such obligations shall be redeemable

21 at par plus accrued interest at any time, and shall bear inter-

22 est in any month (including the month of issue) at a rate

23 equivalent to either (1) the average market yield (determined

24 by the Managing Trustee on the basis of market quotations as

25 of the end of each business day of the preceding month) on all
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1 marketable interest-bearing obligations of the United States

2 then forming a part of the public debt (other than 'flower

3 bonds') which are not due or callable until after the expira-

4 tion of 4 years from the end of such preceding month, or (2)

5 the average market yield (so determined) on all such obliga-

6 tions which are due or callable 4 years or less from the end of

7 such preceding month, whichever average market yield (with

8 respect to the month involved) is larger; except that where

9 such equivalent interest rate is not a multiple of one-eighth of

10 1 percent, the rate of interest on the obligations involved

11 shall be the multiple of one-eighth of 1 percent nearest such

12 equivalent rate.".

13 (3) Section 1817(c) of such Act is further amended by

14 striking out the last sentence, and by inserting in lieu thereof

15 the following: "For purposes of the preceding sentence, the

16 term 'flower bond' means a United States Treasury bond

17 which was issued before March 4, 1971, and which may, at

18 the option of the duly constituted representative of the estate

19 of a deceased individual, be redeemed in advance of maturity

20 and at par (face) value plus accrued interest to the date of

21 payment if (i) it was owned by such deceased individual at

22 the time of his death, (ii) it is part of the estate of such de-

23 ceased individual, and (iii) such representative authorizes the

24 Secretary of the Treasury to apply the entire proceeds of the
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1 redemption of such bond to the payment of Federal estate

2 taxes.".

3 (c)(1) Section 1841(c) of such Act is amended by striking

4 out the second and third sentences and inserting in lieu there-

5 of the following: "Such investments may be made only in

6 interest-bearing public-debt obligations of the United States

7 which are issued exclusively for purchase by the Trust Funds

8 under title 31 of the United States Code.".

9 (2) The fifth sentence of such section 1841(c) is amend-

10 ed to read as follows: "Such obligations shall be redeemable

11 at par plus accrued interest at any time, and shall bear inter-

12 est in any month (including the month of issue) at a rate

13 equivalent to either (1) the average market yield (determined

14 by the Managing Trustee on the basis of market quotations as

15 of the end of each business day of the preceding month) on all

16 marketable interest-bearing obligations of the United States

17 then forming a part of the public debt (other than 'flower

18 bonds') which are not due or callable until after the expira-

19 tion of 4 years from the end of such preceding month, or (2)

20 the average market yield (so determined) on all such obliga-

21 tions which are due or callable 4 years or less from the end of

22 such preceding month, whichever average market yield (with

23 respect to the month involved) is larger; except that where

24 such equivalent interest rate is not a multiple of one-eighth of

25 1 percent, the rate of interest on the obligations involved
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1 shall be the multiple of one-eighth of 1 percent nearest such

2 equivalent rate.".

3 (3) Section 1841(c) of such Act is further amended by

4 striking out the last sentence, and by inserting ii lieu thereof

5 the following: "For purposes of the preceding sentence, the

6 term 'flower bond' means a United States Treasury bond

7 which was issued before March 4, 1971, and which may, at

8 the option of the duly constituted representative of the estate

9 of a deceased individual, be redeemed in advance of maturity

10 and at par (face) value plus accrued interest to the date of

11 payment if (i) it was owned by such deceased individual at

12. the time of his death, (ii) it is part of the estate of such de-

13 ceased individual, and (iii) such representative authorizes the

14 Secretary of the Treasury to apply the entire proceeds of the

15 redemption of such bond to the payment of Federal estate

16 taxes.".

17 (d)(1) Not later than the date on which the amendments

18 made by this section become effective under subsection (0,

19 the Secretary of the Treasury shall—

20 (A) redeem at par plus accrued interest all out-

21 standing obligations of the United States issued under

22 the Second Liberty Bond Act or title 31 of the United

23 States Oode exclusively for purchase by (and then held

24 by) the Federal Old-Age Insurance Trust Fund, the

25 Federal Disability Insurance Trust Fund, the Federal
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1 Hospital Insurance Trust Fund, and the Federal. Sup-

2 plementary Medical Insurance Trust Fund (hereinafter

3 in this subsection referred to as the "Trust Funds");

4 (B) redeem at market rates all "flower bonds" (as

5 defined in the last sentence of sections 201(d), 1817(c),

6 and 184 1(c) of the Social Security Act as amended by

7 this section) then held by the Trust Funds; and

8 (C) reinvest the proceeds (from the redemptions

9 required under subparagraphs (A) and (B)) in the

10 manner provided in such sections 201(d), 1817(c), and

11 1841(c) as amended by this section.

12 (2) Any other marketable obligations held by the Trust

13 Funds at the time of the redemptions required by paragraph

14 (1) shall continue to be so held until their maturity except to

15 the extent it is necessary to redeem or sell them before matu-

16 rity (at the market price) in order to meet the benefit obliga-

17 tions of the Trust Fund or Funds involved.

18 (3) Sections 201(e), 1817(d), and 1841(d) of the Social

19 Security Act are repealed.

20 (e)(1) The next to last sentence of section 201(c) of such

21 Act is amended by striking out "Such report shall also in-

22 dude" and inserting in lieu thereof the following: "Such

23 report shall include an actuarial opinion by the Chief Actuary

24 of the Social Security Administration certifying that the tech-

25 niques and methodologies used are generally accepted within
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1 the actuarial profession and that the assumptions and cost

2 estimates used are reasonable, and shall also include".

3 (2) Section 1817(b) of such Act is amended by inserting

4 immediately before the last sentence the following new sen-

5 tence: "Such report shall also include an actuarial opinion by

6 the Chief Acturial Officer of the Health Care Financing Ad-

7 ministration certifying that the techniques and methodologies

8 used are generally accepted within the actuarial profession

9 and that the assumptions and cost estimates used are reason-

10 able.".

11 (3) Section 1841(b) of such Act is amended by inserting

12 immediately before the last sentence the following new sen-

13 tence: "Such report shall also include an actuarial opinion by

14 the Chief Actuarial Officer of the Health Care Financing Ad-

15 ministration certifying that the techniques and methodologies

16 used are generally accepted within the actuarial profession

17 and that the assumptions and cost estimates used are reason-

18 able.".

19 (4) Notwithstanding sections 201(c)(2), 1817(b)(2), and

20 1841(b)(2) of the Social Security Act, the annual reports of

21 the Boards of Trustees of the Trust Funds which are required

22 in the calendar year 1983 under those sections may be filed

23 at any time not later than forty-five days after the date of the

24 enactment of this Act.
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1 (5) The amendments made by this subsection shall take

2 effect on the date of the enactment of this Act.

3 (f) Except as otherwise provided, the amendments made

4 by this section shall take effect on the first day of the first

5 month which begins more than thirty days after the date of

6 the enactment of this Act.

7 BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

8 SEC. 304. (a)(1) Title VII of the Social Security Act (as

9 amended by section 143 of this Act) is further amended by

10 adding at the end thereof the following new section:

11 "BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

12 "SEC. 710. The disbursements of the Federal Old-Age

13 and Survivors Insurance Trust Fund, the Federal Disability

14 Insurance Trust Fund, the Federal Hospital Insurance Trust

15 Fund, and the Federal Supplementary Medical Insurance

16 Trust Fund shall be treated as a separate major functional

17 category in the budget of the United States Government as

18 submitted by the President and in the congressional budget,

19 and the receipts of such Trust Funds, including the taxes

20 imposed under sections 1401, 3101, and 3111 of the Internal

21 Revenue Code of 1954, shall be set forth separately in such

22 budget.".

23 (2)(A) The amendment made by paragraph (1) shall

24 apply with respect to fiscal years beginning on or after Octo-

25 ber 1, 1984, and ending on or before September 30, 1988,
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1 except that such amendment shall apply with respect to the

2 fiscal year beginning on October 1, 1983, to the extent it

3 relates to the congressional budget.

4 (b) Effective for fiscal years beginning on or after Octo-

5 ber 1, 1988, section 710 of such Act (as added by subsection

6 (a) of this section) is amended to read as follows:

7 "BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

8 "SEc. 710. (a) The receipts and disbursement of the

9 Federal Old-Age and Survivors Insurance Trust Fund, the

10 Federal Disability Insurance Trust Fund, and the Federal

11 Hospital Insurance Trust Fund and the taxes imposed under

12 sections 1401, 3101, and 3111 of the Internal Revenue Oode

13 of 1954 shall not be included in the totals of the budget of the

14 United States Government as submitted by the President or

15 of the congressional budget and shall be exempt from any

1 general budget Iirnitatian imposed by statute on expenditures

17 and net lending (budget outlays) of the United States Govern-

18 ment.

19 "(b) The disbursements of the Federal Supplementary

20 Medical Insurance Trust Fund shall be treated as a separate

21 major functional category in the budget of the United States

22 Government as submitted by the President and in the con-

23 gressional budget, and the receipts of such Trust Fund shall

24 be set forth separately in such budgets.".
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1 PART B—ELIMINATION OF GENDER-BASED

2 DISTINCTIONS

3 DIVORCED HUSBANDS

4 Sc. 311. (a)(1) Section 202(c)(1) of the Social Security

5 Act is amended, in the matter preceding subparagraph (A),

6 by inserting "and every divorced husband (as defined in sec-

7 tion 216(d))" before "of an individual" and by inserting "or

8 such divorced husband" after "if such husband".

9 (2) Section 202(c)(1) of such Act is further amended—

10 (A) by striking out "and" at the end of subpara-

11 graph (13);

12 (B) by redesignating subparagraph (C) as subpara-

13 graph (B), and by inserting after subparagraph (13) the

14 following new subparagraph:

15 "(C) in the case of a divorced husband, is not

16 married, and"; and

17 (C) by striking out the matter following subpara-

18 graph (B) (as so redesignated) and inserting in lieu

19 thereof the following:

20 "shall be entitled to a husband's insurance benefit for each

21 month, beginning with—

22 "(i) in the case of a husband or divorced husband

23 (as so defined) of an individual who is entitled to an

24 old-age insurance benefit, if such husband or divorced

25 husband has attained age 65, the first month in which
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1 he meets the criteria specified in subparagraphs (A),

2 (B), (C), and (ID), or

3 "(ii) in the case of a husband or divorced husband

4 (as so defined) of—

5 "(I) an individual entitled to old-age insur-

6 ance benefits, if such husband or divorced husband

7 has not attained age 65, or

8 "(II) an individual entitled to disability insur-

9 ance benefits,

10 the first month throughout which he is such a husband

11 or divorced husband and meets the criteria specified in

12 subparagraphs (B), (C), and (B) (if in such month he

13 meets the criterion specified in subparagraph (A)),

14 whichever is earlier, and ending with the month preceding

15 the month to which any of the following occurs:

16 "(E) he dies,

17 "(F) such individual dies,

18 "(G) in the case of a husband, they are divorced

19 and either (i) he has not attained age 62, or (ii) he has

20 attained age 62 but has not been married to such mdi-

21 vidual for a period of 10 years immediately before the

22 divorce became effective,

23 "(II) in the case of a divorced husband, he mar-

24 ries a person other than such individual,
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1 "(I) he becomes entitled to an old-age or disability

2 insurance benefit based on a primary insurance amount

3 which is equal to or exceeds one-half of the primary

4 insurance amount of such individual, or

5 "(J) such individual is not entitled to thsabiity in-

6 surance benefits and is not entitled to old-age insur-

7 ance benefits.".

8 (3) Section 202(c)(3) of such Act is amended by insert-

9 ing "(or, in the case of a divorced husband, his former wife)"

10 before "for such month".

11 (4) Section 202(c) of such Act is further amended by

12 adding after paragraph (3) the following new paragraph:

13 "(4) In the case of any divorced husband who marries—

14 "(A) an individual entitled to benefits under sub-

15 section (b), (e), (g), or (Ii) of this section, or

16 "(B) an individual who has attained the age of 18

17 and is entitled to benefits under subsection (d), by

18 reason of paragraph (1)(B)(ii) thereof,

19 such divorced husband's entitlement to benefits under this

20 subsection, notwithstanding the provisions of paragraph (1)

21 (but subject to subsection (s)), shall not be terminated by

22 reason of such marriage.".

23 (5) Section 202(c) of such Act is further amended by

24 adding after paragraph (4) (as added by paragraph (4) of this

25 subsection) the following new paragraph:
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1 "(5)(A) Notwithstanding the preceding provisions of this

2 subsection, except as provided in subparagraph (B), the di-

3 vorced husband of an individual who is not entitled to old-age

4 or disability insurance benefits, but who has attained age 62

5 and is a fully insured individual (as defined in section 214), if

6 such divorced husband—

7 "(i) meets the requirements of subparagraphs (A)

8 through (B) of paragraph (1), and

9 "(ii) has been divorced from such insured individu-

10 al for not less than 2 years,

11 shall be entitled to a husband's insurance benefit under this

12 subsection for each month, in such amount, and .begimiing

13 and ending with such months, as determined (under regula-

14 tions of the Secretary) in the manner otherwise provided for

15 husband's insurance benefits under this subsection, as if such

16 insured individual had become entitled to old-age insurance

17 benefits on the date on which the divorced husband first

18 meets the criteria for entitlement set forth in classes (i) and

19 (ii).

20 "(B) A husband's insurance benefit provided under this

21 paragraph which has not otherwise terminated in accordance

22 with subparagraph (E), (F), (H), or (I) of paragraph (1) shall

23 terminate with the month preceding the first month in which

24 the insured individual is no longer a fully insured individu-

25 al.".
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1 (6) Section 202(c)(2)(A) of such Act is amended by in-

2 serting "(or divorced husband)" after "payable to such hus-

3 band".

4 (7) Section 202(b)(3)(A) of such Act is amended by strik-

5 ing out "(0" and inserting in lieu thereof "(c), (f),".

6 (8) Section 202(c)(1)(IJ) of such Act (as redesignated by

7 paragraph (2) of this subsection) is amended by striking out

8 "his wife" and inserting in lieu thereof "such individual".

9 (9) Section 202(d)(5)(A) of such Act is amended by in-

10 serting "(c)," after "(b),".

11 (b)(1) Section 202(0(1) of such Act is amended, in the

12 matter preceding subparagraph (A), by inserting "and every

13 surviving divorced husband (as defined in section 2 16(d))"

14 before "of an individual" and by inserting "or such surviving

15 divorced husband" after "if such widower".

16 (2) Section 202(0(1) of such Act is further amended by

17 striking out "his deceased wife" in subparagraph (I)) and in

18 the matter following subparagraph (F) and inserting in lieu

19 thereof "such deceased individual".

20 (3) Section 202(f)(3)(B)(ii)(ll) of such Act (as amended

21 by section 133(b)(1)(B) of this Act) is amended by inserting

22 "or surviving divorced husband" after "widower".

23 (4) Paragraph (3XD) of section 202(0 of such Act (as

24 redesignated by section 133(b)(1)(A) of this Act), and para-

25 graphs (4), (5), and (6) of such section (as redesignated by
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1 section 131(b)(3)(A) of this Act), are each amended by insert-

2 ing "or surviving divorced husband" after "widower" wher-

3 ever it appears.

4 (5) Paragraph (3)(D) of section 202(f) of such Act (as

5 redesignated by section 133(b)(1)(A) of this Act) is further

6 amended by striking out "wife" wherever it appears and in-

7 serting in lieu thereof "individual".

8 (6) Section 202(g)(3)(A) of such Act is amended by in-

9 serting "(c)," before "(f),".

10 (7) Section 202(h)(4)(A) of such Act is amended by in-

11 serting "(c)," before "(e),".

12 (c)(1) Section 216(d) of such Act is amended by redes-

13 ignating paragraph (4) as paragraph (6), and by inserting

14 after paragraph (3) the following new paragraphs:

15 "(4) The term 'divorced husband' means a man divorced

16 from an individual, but only if he had been married to such

17 individual for a period of 10 years immediately before the

18 date the divorce became effective.

19 "(5) The term 'surviving divorced husband' means a

20 man divorced from an individual who has died, but only if he

21 had been married to the individual for a period of 10 years

22 immediately before the divorce became effective.".

23 (2) The heading of section 2 16(d) of such Act is amend-

24 ed to read as follows:
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1 "DIVORCED SPOUSES; DIVORCE".

2 (d)(1) Section 205(b) of such Act is amended by insert-

3 ing "divorced husband," after "husband,", and by inserting

4 "surviving divorced husband," after "widower,".

5 (2) Section 205(c)(1)(C) of such Act is amended by in-

6 serting "surviving divorced husband," after "wife,".

7 REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE OF

8 ELIGIBILITY

9 SEC. 312. Section 202(f)(1)(A) of the Social Security

10 Act is amended by striking out "has not remarried" and in-

11 serting in lieu thereof "is not married".

12 ILLEGITIMATE CHILDREN

13 SEC. 313. (a) Section 216(h)(3) of the Social Security

14 Act is amended by inserting "mother or" before "father"

15 wherever it appears.

16 (b) Section 216(h)(3)(A)(ii) of such Act is amended by

17 striking out all that follows "time", and inserting in lieu

18 thereof "such applicant's application for benefits was filed;".

19 (c) Section 216(h)(3)(B)(ii) of such Act is amended by

20 striking out "such period of disability began" and inserting in

21 lieu thereof "such applicant's application for benefits was

22 filed".

23 (d) Section 216(h)(3) of such Act is further amended—

24 (1) by striking out "his" wherever it appears and

25 inserting in lieu thereof "his or her"; and
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1 (2) by striking out "he" in subparagraph (B) and

2 inserting in lieu thereof "he or she".

3 TRANSITIONAL INSURED STATUS

4 SEC. 314. (a) Section 227(a) of the Social Security Act

5 is amended—

6 (1) by striking out "wife" wherever it appears and

7 inserting in lieu thereof "spouse";

8 (2) by striking out "wife's" wherever it appears

9 and inserting in lieu thereof "spouse's";

10 (3) by striking out "she" wherever it appears and

11 inserting in lieu thereof "he or she";

12 (4) by striking out "his" and inserting in lieu

13 thereof "the"; and

14 (5) by inserting "or section 202(c)" after "section

15 202(b)" wherever it appears.

16 (b) Section 227(b) and section 227(c) of such Act are

17 amended—

18 (1) by striking out "widow" wherever it appears

19 and inserting in lieu thereof "surviving spouse";

20 (2) by striking out "widow's" wherever it appears

21 and inserting in lieu thereof "surviving spouse's";

22 (3) by striking out "her" wherever it appears and

23 inserting in lieu thereof "the"; and

24 (4) by inserting "or section 202(f)" after "section

25 202(e)" wherever it appears.
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1 (c) Section 216 of such Act is amended by inserting

2 before subsection (b) the following new subsection:

3 "Spouse; Surviving Spouse

4 "(a)(1) The term 'spouse' means a wife as defined in

5 subsection (b) or a husband as defined in subsection (0.

6 "(2) The term 'surviving spouse' means a widow as de-

7 fined in subsection (c) or a widower as defined in subsection

8 (g).".

9 EQUALIZATION OF BENEFITS UNDER SECTION 228

10 SEC. 315. (a) Section 228(b) of the Social Security Act

11 is amended—

12 (1) by striking out "(1) Except as provided in

13 paragraph (2), the" and inserting in lieu thereof

14 "The"; and

15 (2) by striking out paragraph (2).

16 (b)Section 228(c)(2) of such Act is amended by striking

17 out "(B) the larger of" and all that follows and inserting in

18 lieu thereof "(B) the benefit amount as determined without

19 regard to this subsection.".

20 (c) Section 228(c)(3) of such Act is amended to read as

21 follows:

22 "(3) In the case of a husband or wife both of whom are

23 entitled to benefits under this section for any month, the

24 benefit amount of each spouse, after any reduction under

25 paragraph (1), shall be further reduced (but not below zero)
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1 by the excess (if any) of (A) the total amount of any periodic

2 benefits under governmental pension systems for which the

3 other spouse is eligible for such month, over (B) the benefit

4 amount of such other spouse as determined after any reduc-

5 tion under paragraph (1).".

6 (d) Section 228 of such Act is further amended—

7 (1) by strikiiig out "he" wherever it appears in

8 subsections (a) and (c)(1) and inserting iii lieu thereof

9 "he or she"; and

10 (2) by striking out "his" iii subsection (c)(4)(O)

11 and inserting mi lieu thereof "his or her".

12 (e) The Secretary shall increase the amounts specified mi

13 section 228 of the Social Security Act, as amended by this

14 section, to take iiito account any general benefit iiicreases (as

15 referred to mi section 215(i)(3) of such Act), and any increases

16 under section 215(i) of such Act, which have occurred after

17 June 1974 or may hereafter occur.

18 FATHER'S INSURANCE BENEFITS

19 SEC. 316. (a) Section 202(g) of the Social Security Act

20 is amended—

21 (1) by striking out "widow" wherever it appears

22 and inserting ii lieu thereof "surviving spouse";

23 (2) by striking out "widow's" wherever it appears

24 and iiisertiiig ii lieu thereof "surviving spouse's";

HR 1900 R8



112

1 (3) by striking out "wife's insurance benefits" and

2 "he" in paragraph (1)(D) and inserting in lieu thereof

3 "a spouse's insurance benefit" and "such individual",

4 respectively;

5 (4) by striking out "her" wherever it appears and

6 inserting in lieu thereof "his or her";

7 (5) by striking out "she" wherever it appears and

8 inserting in lieu thereof "he or she";

9 (6) by striking out "mother" wherever it appears

10 and inserting in lieu thereof "parent";

11 (7) by inserting "or father's" after "mother's"

12 wherever it appears;

13 (8) by striking out "after August 1950"; and

14 (9) in paragraph (3)(A) (as amended by section

15 311(b)(7) of this Act)—

16 (A) by inserting "this subsection or" before

17 "subsection (a)"; and

18 (B) by striking out "(c)," and inserting in

19 lieu thereof "(b), (c), (e),".

20 (b) The heading of section 202(g) of such Act is amend-

21 ed by inserting "and Father's" after "Mother's".

22 (c) Section 216(d) of such Act (as amended by section

23 311(c)(1) of this Act) is further amended by redesignating

24 paragraph (6) as paragraph (8) and by inserting after para-

25 graph (5) the following new paragraphs:
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1 "(6) The term 'surviving divorced father' means a man

2 divorced from an individual who has died, but only if (A) he is

3 the father of her son or daughter, (B) he legally adopted her

4 son or daughter while he was married to her and while such

5 son or daughter was under the age of 18, (C) she legally

6 adopted his son or daughter while he was married to her and

7 while such son or daughter was under the age of 18, or (D)

8 he was married to her at the time both of them legally adopt-

9 ed a child under the age of 18.

10 "(7) The term 'surviving divorced parent' means a sur-

11 viving divorced mother as defined in paragraph (3) of this

12 subsection or a surviving divorced father as defined in para-

13 graph(6).".

14 (d) Section 202(c)(1) of such Act (as amended by section

15 311(a) of this Act) is further amended by inserting "(subject

16 to subsection (s))" before "be entitled to" in the matter fol-

17 lowing subparagraph (I)) and preceding subparagraph CE).

18 (e) Section 202(c)(1)(B) of such Act is amended by in-

19 serting after "62" the following: "or (in the case of a hus-

20 band) has in his care (individually or jointly with such individ-

21 ual) at the time of filing such application a child entitled to

22 child's insurance benefits on the basis of the wages and self-

23 employment income of such individual".

24 (0 Section 202(c)(1) of such Act (as amended by section

25 311(a) of this Act and the preceding provisions of this sec-
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1 tion) is further amended by redesignating the new subpara-

2 graphs (1) and (3) as subparagraphs (3) and (K), respectively,

3 and by inserting after subparagraph (H) the following new

4 subparagraph:

5 "U) in the case of a husband who has not attained

6 age 62, no child of such individual is entitled to a

7 child's insurance benefit,".

8 (g) Section 202(f)(1)(O) of such Act is amended by in-

9 serting "(i)" after "(0)", by inserting "or" after "223,", and

10 by adding at the end thereof the following new clause:

11 "(ii) was entitled, on the basis of such wages and

12 sell-employment income, to father's insurance benefits

13 for the month preceding the month in which he at-

14 tamed age 65, and".

15 (h) Section 202(0(5) of such Act (as redesignated by sec-

16 tion 131(b)(3)(A) of this Act) is amended by striking out "or"

17 at the end of subparagraph (A), by redesignating subpara-

18 graph (B) as subparagraph (0), and by inserting immediately

19 after subparagraph (A) the following new subparagraph:

20 "(B) the last month for which he was entitled to

21 father's insurance benefits on the basis of the wages

22 and self-employment income of such individual, or".

23 (i) Section 203(f)(1)(F) of such Act is amended by strik-

24 ing out "section 202(b) (but only by reason of having a child

25 in her care within the meaning of paragraph (1)(B) of that
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1 subsection)" and inserting in lieu thereof "section 202(b) or

2 (c) (but only by reason of having a child in his or her care

3 within the meaning of paragraph (1)(B) of subsection (b) or

4 (c), as may be applicable)".

5 EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY BENE-

6 FITS AND ON OTHER DEPENDENTS' OR 5UR\TTVORS'

7 BENEFITS

8 SEC. 317. (a) Subsections (b)(3), (d)(5), (g)(3), and (h)(4)

9 of section 202 of the Social Security Act (as amended by the

10 preceding provisions of this Act) are each amended by strik-

11 ing out "; except that" and all that follows and inserting in

12 lieu thereof a period.

13 (b) The amendments made by subsection (a) shall apply

14 with respect to benefits under title II of the Social Security

15 Act for months after the month in which this Act is enacted,

16 but only in cases in which the "last month" referred to in the

17 provision amended is a month after the month in which this

18 Act is enacted.

19 CREDIT FOR CERTAIN MILITARY SERVICE

20 SEC. 318. Section 217(f) of the Social Security Act is

21 amended—

22 (1) by striking out "widow" each place it appears

23 and inserting in lieu thereof "surviving spouse"; and
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1 (2) by striking out "his" and "her" wherever they

2 appear (except in clause (A) of paragraph (1)) and in-

3 serting in lieu thereof in each instance "his or her".

4 CONFORMING AMENDMENTS

5 SEC. 319. (a) Section 202(b)(3)(A) of the Social Security

6 Act (as amended by section 311(a)(6) of this Act) is further

7 amended by inserting "(g)," after "(f),".

8 (b) Section 202(q)(3) of such Act is amended by insert-

9 ing "or surviving divorced husband" after "widower" in sub-

10 paragraphs CE), (F), and (G).

11 (c) Section 202(q)(5) of such Act is amended—

12 (1) by inserting "or husband's" after "wife's"

13 wherever it appears;

14 (2) by striking out "her" in subparagraph (A)(i)

15 and inserting in lieu thereof "him or her";

16 (3) by striking out "her" the second place it ap-

17 pears in subparagraph (A)(ii) and inserting in lieu

18 thereof "the";

19 (4) by striking out "she" wherever it appears and

20 inserting in lieu thereof "he or she";

21 (5) by striking out "her" wherever it appears

22 (except where paragraphs (2) and (3) of this subsection

23 apply) and inserting in lieu thereof "his or her";

24 (6) by striking out "the woman" in subparagraph

25 (B)(ii) and "a woman" in subparagraph (C) and insert-
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1 ing in lieu thereof "the individual" and "an individu-

2 al", respectively; and

3 (7) in subparagraph (D)—

4 (A) by inserting "or widower's" after

5 "widow's";

6 (B) by striking out "husband" wherever it

7 appears and inserting in lieu thereof "spouse";

8 (0) by striking out "husband's" wherever it

9 appears and inserting in lieu thereof "spouse's";

10 and

11 (1)) by inserting "or father's" alter "moth-

12 er's".

13 (d)(1) Section 202(q)(6)(A) of such Act (as amended by

14 section 134(a)(2) of this Act) is further amended by striking

15 out "or husband's" in clause (i) and by inserting "or hus-

16 band's" after "wife's" in clause (ii).

17 (2) Section 202(q)(7) of such Act is amended—

18 (A) in subparagraph (IB), by inserting "or hus-

19 band's" after "wife's", by striking out "she" and in-

20 serting in lieu thereof "such individual", and by insert-

21 ing "his or" before "her", and

22 (B) in subparagraph U)), by inserting "or widow-

23 er's" after "widow's".

24 (e)(1) Section 202(s)(1) of such Act is amended by in-

25 serting "(c)(1)," after "(b)(1),".
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1 (2) Section 202(s)(2) of such Act (as amended by section

2 131(c)(1) of this Act) is further amended by inserting "(c)(4),"

3 after "(b)(3),".

4 (3) Section 202(s)(3) of such Act (as amended by section

5 131(c)(2) of this Act) is further amended by striking out "So

6 much" and all that follows down through "the last sentence"

7 and inserting in lieu thereof "The last sentence".

8 (1) The third sentence of section 203(b)(1) of such Act

9 (as amended by section 132(b) of this Act) is further amended

10 by inserting "or father's" after "mother's".

11 (g) Section 203(c) of such Act is amended to read as

12 follows:

13 "Deductions on Account of Noncovered Work Outside the

14 United States or Failure to Have Ohild in Oare

15 "(c) Deductions, in such amounts and at such time or

16 times as the Secretary shall determine, shall be made from

17 any payment or payments under this title to which an mdi-

18 vidual is entitled, until the total of such deductions equals

19 such individual's benefits or benefit under section 202 for any

20 month—

21 "(1) in which such individual is under the age of

22 seventy and for more than forty-five hours of which

23 such individual engaged in noncovered remunerative

24 activity outside the United States;
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1 "(2) in which such individual, if a wife or husband

2 imder age sixty-five entitled to a wife's or husband's

3 insurance benefit, did not have in his or her care (mdi-

4 vidually or jointly with his or her spouse) a child of

5 such spouse entitled to a child's insurance benefit and

6 such wife's or husband's insurance benefit for such

7 month was not reduced imder the provisions of section

8 202(q);

9 "(3) in which such individual, if a widow or wid-

10 ower entitled to a mother's or father's insurance bene-

11 fit, did not have in his or her care a child of his or her

12 deceased spouse entitled to a child's insurance benefit;

13 or

14 "(4) in which such an individual, if a surviving di-

15 vorced mother or father entitled to a mother's or fa-

16 ther's insurance benefit, did not have in his or her care

17 • a child of his or her deceased former spouse who (A) is

18 his or her son, daughter, or legally adopted child and

19 (B) is entitled to a child's insurance benefit on the basis

20 of the wages and self-employment income of such de-

21 ceased former spouse.

22 For purposes of paragraphs (2), (3), and (4) of this subsection,

23 child shall not be considered to be entitled to a child's in-

24 surance benefit for any month in which paragraph (1) of sec-

25 tion 202(s) applies or an event specified in section 222(b)

HR 1900 RS



120

1 occurs with respect to such child. Subject to paragraph (3) of

2 such section 202(s), no deduction shall be made under this

3 subsection from any child's insurance benefit for the month in

4 which the child entitled to such benefit attained the age of

5 eighteen or any subsequent month; nor shall any deduction be

6 made under this subsection from any widow's insurance bene-

7 fit for any month in which the widow or surviving divorced

8 wife is entitled and has not attained age 65 (but only if she

9 became so entitled prior to attaining age 60), or from any

10 widower's insurance benefit for any month in which the wid-

11 ower or surviving divorced husband is entitled and has not

12 attained age 65 (but only if he became so entitled prior to

13 attaining age 60).".

14 (h) Section 203(d) of such Act is amended by inserting

15 "divorced husband," after "husband," in paragraph (1)(A) (as

16 amended by section 132(b)(2) of this Act) and by inserting

17 "or father's" after "mother's" each place it appears in para-

18 graph (2).

19 (i)(1) Section 205(b) of such Act (as amended by section

20 311(d)(1) of this Act) is further amended by inserting "surviv-

21 ing divorced father," after "surviving divorced mother,".

22 (2) Section 205(c)(1)(O) of such Act (as amended by sec-

23 tion 311(d)(2) of this Act) is further amended by inserting

24 "surviving divorced father," after "surviving divorced

25 mother,".
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1 (j) Section 216(f)(3)(A) of such Act is amended by insert-

2 ing "(c)," before "U)",

3 (k) Section 21 6(g)(6)(A) of such Act is amended by in-

4 serting "(c)," before "U)".

5 (1) Section 222(b)(1) of such Act is amended by striking

6 out "or surviving divorced wife" and inserting in lieu thereof

7 ", surviving divorced wife, or surviving divorced husband".

8 (m) Section 222(b)(2) .of such Act is amended by insert-

9 ing "or father's" after "mother's" wherever it appears.

10 (n) Section 222(b)(3) of such Act is amended by insert-

11 ing "divorced husband," after "husband,".

12 (o) Section 223(d)(2) of such Act is amended by striking

13 out "or widower" in subparagraphs (A) and (B) and inserting

14 in lieu thereof "widower, or surviving divorced husband".

15 (p) Section 225(a) of such Act is amended by inserting

16 "or surviving divorced husband" after "widower".

17 (q)(1) Section 226(e)(3) of such Act is amended to read

18 as follows:

19 "(3) For purposes of determining entitlement to hospital

20 insurance benefits under subsection (b), any disabled widow

21 aged 50 or older who is entitled to mother's insurance bene-

22 fits (and who would have been entitled to widow's insurance

23 benefits by reason of disability if she had filed for such

24 widow's benefits), and any disabled widower aged 50 or older

25 who is entitled to father's insurance benefits (and who would
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1 have been entitled to widower's insurance benefits by reason

2 of disability if he had filed for such widower's benefits), shall,

3 upon application for such hospital insurance benefits be

4 deemed to have filed for such widow's or widower's insur-

5 ance benefits.".

6 (2) For purposes of determining entitlement to hospital

7 insurance benefits under section 226(e)(3) of such. Act, as

8 amended by paragraph (1), an individual becoming entitled to

9 such hospital insurance benefits as a result of the amendment

10 made by such paragraph shall, upon furnishing proof of his or

11 her disability within twelve months after the month in which

12 this Act is enacted, under such procedures as the Secretary

13 of Health and Human Services may prescribe, be deemed to

14 have been entitled to the widow's or widower's benefits re-

15 ferred to in such section 226(e)(3), as so amended, as of the

16 time such individual would have been entitled to such

17 widow's or widower's benefits if he or she had filed a timely

18 application therefor.

19 EFFECTIVE DATE OF PART B

20 SEC. 320. (a) Except as otherwise specifically provided

21 in this title, the amendments made by this part apply only

22 with respect to monthly benefits payable under title II of the

23 Social Security Act for months after the month in which this

24 Act is enacted.
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1 (b) Nothing in any amendment made by this part shall

2 be construed as affecting the validity of any benefit which

3 was paid, prior to the effective date of such amendment, as a

4 result of a judicial determination.

5 PART C—COVERAGE

6 COVERAGE OF EMPLOYEES OF FOREIGN AFFILIATES OF

7 AMERICAN EMPLOYERS

8 SEC. 321. (a)(1) So much of subsection (1) of section

9 3121 of the Internal Revenue Code of 1954 (relating to

10 agreements entered into by domestic corporations with re-

11 spect to foreign subsidiaries) as precedes the second sentence

12 of paragraph (1) thereof is amended to read as follows:

13 "(1) AGREEMENTS ENTERED INTO BY AMERICAN EM-

14 PLOYERS WITH RESPECT TO FOREIGN AFFILIATES.—

15 "(1) AGREEMENT WITH RESPECT TO CERTAIN

16 EMPLOYEES OF FOREIGN AFFILIATE.—The Secretary

17 shall, at the American employer's request, enter into

18 an agreement (in such manner and form as may be

19 prescribed by the Secretary) with any American em-

20 ployer (as defined in subsection (h)) who desires to

21 have the insurance system established by title II of the

22 Social Security Act extended to service performed out-

23 side the United States in the employ of any 1 or more

24 of such employer's foreign affiliates (as defined in para-

25 graph (8)) by all employees who are citizens or resi-
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1 dents of the United States, except that the agreement

2 shall not apply to any service performed by, or remu-

3 neration paid to, an employee if such service or remu-

4 neration would be excluded from the term 'employ-

5 ment' or 'wages', as defined in this section, had the

6 service been performed in the United States."

7 (2) Paragraph (8) of section 3121(1) of such Code (defin-

8 ing foreign subsidiary) is amended to read as follows:

9 "(8) FOREIGN AFFILIATE DEFINED.—For pur-

10 poses of this subsection and section 210(a) of the Social

11 Security Act—

12 "(A) IN GENERAL.—A foreign affiliate of an

13 American employer is any foreign entity in which

14 such American employer has not less than a 10-

15 percent interest.

16 "(B) DETERMINATION OF 10-PERCENT IN-

17 TEREST.—For purposes of subparagraph (A), an

18 American employer has a 10-percent interest in

19 any entity if such employer has such an interest

20 directly (or through one or more entities)—

21 "(i) in the case of a corporation, in the

22 voting stock thereof, and

23 "(ii) in the case of any other entity, in

24 the profits thereof."
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1 (b) The clause (B) of section 2 10(a) of the Social Secu-

2 rity Act (defining employment) which precedes paragraph (1)

3 thereof (as amended by section 323(a)(2) of this Act) is fur-

4 ther amended to read as follows: "(B) outside the United

5 States by a citizen or resident of the United States as an

6 employee (i) of an American employer (as defined in subsec-

7 tion (e) of this section), or (ii) of a foreign affiliate (as defined

8 in section 3121(1)(8) of the Internal Revenue Code of 1954)

9 of an American employer during any period for which there is

10 in effect an agreement, entered into pursuant to section

11 3121(1) of such Code, with respect to such affiliate;".

12 (c) Subsection (a) of section 406 of the Internal Revenue

13 Code of 1954 (relating to treatment of certain employees of

14 foreign subsidiaries for pension, etc., purposes) is amended to

15 read as follows:

16 "(a) TREATMENT AS EMPLOYEES OF AMERICAN EM-

17 PLOYER.—For purposes of applying this part with respect to

18 a pension, profit-sharing, or stock bonus plan described in

19 section 401(a), an annuity plan described in section 403(a), or

20 a bond purchase, plan described in section 405(a), of an

21 American employer (as defined in section 3121(h)), an indi-

22 vidual who is a citizen or resident of the United States and

23 who is an employee of a foreign affiliate (as defined in section

24 3121(1)(8)) of such American employer shall be treated as an

25 employee of such American employer, if—
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1 "(1) such American employer has entered into an

2 agreement under section 3121(1) which applies to the

3 foreign affiliate of which such individual is an employ-

4 ee;

5 "(2) the plan of such American employer express-

6 ly provides for contributions or benefits for individuals

7 who are citizens or residents of the United States and

8 who are employees of its foreign affiliates to which an

9 agreement entered into by such American employer

10 under section 3121(1) applies; and

11 "(3) contributions under a funded plan of deferred

12 compensation (whether or not a plan described in sec-

13 tion 401(a), 403(a), or 405(a)) are not provided by any

14 other person with respect to the remuneration paid to

15 such individual by the foreign affiliate."

16 (d) Paragraph (1) of section 407(a) of such Code (relat-

17 ing to certain employees of domestic subsidiaries engaged in

18 business outside the United States) is amended—

19 (1) by striking out "citizen of the United States"

20 and inserting in lieu thereof "citizen or resident of the

21 United States", and

22 (2) by striking out "citizens of the United States"

23 and inserting in lieu thereof "citizens or residents of

24 the United States".
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1 (e)(1) Those provisions of subsection (1) of section 3121

2 of such Code which are not amended by subsection (a) of this

3 section are amended in accordance with the following table:

Strike out (wherever it appears And insert:
in the text or heading):

domestic corporation American employer
domestic corporations American employers
subsidiary affiliate

subsidiaries affiliates

foreign corporation foreign entity
foreign corporations foreign entities
citizens citizens or residents
the word "a" where it appears an

before "domestic".

4 (2)(A) Section 406 of such Code (other than subsection

5 (a) thereof) is amended in accordance with the following

6 table:

Strike out (wherever appearing And insert:
in the text):

domestic corporation American employer
subsidiary affiliate
the word "a" where it appears an

before "domestic".

7 (B) Paragraph (3) of subsection (c) of such section 406

8 (as in effect before the amendment made by subparagraph

9 (A)) is amended by striking out "another corporation con-

10 trolled by such domestic corporation" and inserting in lieu

11 thereof "another entity in which such American employer

12 has not less than a 10-percent interest (within the meaning of

13 section 3121(1)(8)(B))".

14 (C)(i) So much of subsection (d) of such section 406 as

15 precedes paragraph (1) thereof is amended by striking out

16 "another corporation" and inserting in lieu thereof "another

17 taxpayer".
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1 (ii) Paragraph (1) of subsection (d) of such section 406 is

2 amended by striking out "any other corporation" and insert-

3 ing in lieu thereof "any other taxpayer".

4 (D)(i) The heading of such section 406 is amended to

5 read as follows:

6 "SEC. 406. EMPLOYEES OF FOREIGN AFFILIATES COVERED

7 BY SECTION 3121(1) AGREEMENTS.".

8 (ii) The table of sections for subpart A of part I of sub-

9 chapter D of chapter 1 of such Code is amended by striking

10 out the item relating to section 406 and inserting in lieu

11 thereof the following:

"Sec. 408. Employees of foreign affiliates covered by section 31210)
agreements."

12 (3) Clause (A) of the second sentence of section 1402(b)

13 of such Code (defining self-employment income) is amended

14 by striking out "employees of foreign subsidiaries of domestic

15 corporations" and inserting in lieu thereof "employees of for-

16 eign affiliates of American employers".

17 (4)(A) Subparagraph (C) of section 6413(c)(2) of such

18 Code (relating to special refunds of FICA taxes in the case of

19 employees of certain foreign corporations) is amended—

20 (i) by striking out "FOREIGN CORPORATIONS" in

21 the heading and inserting in lieu thereof "FOREIGN ÀY-

22 FILIATES", and
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1 (ii) by striking out "domestic corporation" in the

2 text and inserting in lieu thereof "American employ-

3 er".

4 (B) The heading of paragraph (2) of section 6413(c) of

5 such Oode is amended by stnking out "FOREIGN CORPORA-

6 TIONS" and inserting in lieu thereof "FOREIGN AFFILI-

7 ATES".

8 (f)(1)(A) The amendments made by this section (other

9 than subsection (d)) shall apply to agreements entered into

10 after the date of the enactment of this Act.

11 (B) At the election of any American employer, the

12 amendments made by this section (other than subsection (d))

13 shall also apply to any agreement entered into on or before

14 the date of the enactment of this Act. Any such election shall

15 be made at such time and in such maimer as the Secretary

16 may by regulations prescribe.

17 (2)(A) The amendments made by subsection (d) shall

18 apply to plans established after the date of the enactment of

19 this Act.

20 (113) At the election of any domestic parent corporation

21 the amendments made by subsection (d) shall also apply to

22 any plan established on or before the date of the enactment of

23 this Act. Any such election shall be maIe at such time and in

24 such maimer as the Secretary may by regulations prescribe.
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1 EXTENSION OF COVERAGE BY INTERNATIONAL SOCIAL

2 SECURITY AGREEMENT

3 SEC. 322. (a)(1) Section 210(a) of the Social Security

4 Act is amended, in the matter preceding paragraph (1)—

5 (A) by striking out "either" before "(A)", and

6 (B) by inserting before "; except" the following:

7 ", or (0) if it is service, regardless of where or by

8 whom performed, which is designated as employment

9 or recognized as equivalent to employment under an

10 agreement entered into under section 233".

11 (2) Section 3121(b) of the Internal Revenue Code of

12 1954 is amended, in the matter preceding paragraph (1)—

13 (A) by striking out "either" before "(A)", and

14 (B) by inserting before "; except" the following:

15 ", or (C) if it is service, regardless of where or by

16 whom performed, which is designated as employment

17 or recognized as equivalent to employment under an

18 agreement entered into under section 233 of the Social

19 Security Act".

20 (b)(1) Section 211(b) of the Social Security Act is

21 amended by inserting after "non-resident alien individual"

22 the following: ", except as provided by an agreement under

23 section 233".

24 (2) The first sentence of section 1402(b) of the Internal

25 Revenue Code of 1954 is amended by inserting after "non-
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1 resident alien individual" the following: ", except as provided

2 by an agreement under section 233 of the Social Security

3 Act".

4 (c) The amendments made by this section shall be effec-

5 tive for taxable years beginning on or after the date of the

6 enactment of this Act.

7 TREATMENT OF CERTAIN SERVICE PERFORMED OUTSIDE

8 THE UNITED STATES

9 SEC. 323. (a)(1) Subsection (b) of section 3121 of the

10 Internal Revenue Code of 1954 (defining employment) is

11 amended by striking out "a citizen of the United States" in

12 the matter preceding paragraph (1) thereof and inserting in

13 lieu thereof "a citizen or resident of the United States".

14 (2) Subsection (a) of section 210 of the Social Security

15 Act is amended by striking out "a citizen of the United

16 States" in the matter preceding paragraph (1) thereof and

17 inserting in lieu thereof "a citizen or resident of the United

18 States".

19 (b)(1) Paragraph (11) of section 1402(a) of the Internal

20 Revenue Code of 1954 (defining net earnings from self-em-

21 ployinent) is amended by striking out "in the case of an mdi-

22 vidual described in section 911(d)(1)(B),".

23 (2)(A) Paragraph (10) of section 211(a) of the Social Se-

24 curity Act is amended to read as follows:
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1 "(10) the exclusion from gross income provided by

2 section 91 1(a)(1) of the Internal Revenue Code of 1954

3 shall not apply; and".

4 (B) Effective with respect to taxable years beginning

5 after December 31, 1981, and before January 1, 1984, para-

6 graph (10) of section 211(a) of such Act is amended to read

7 as follows:

8 "(10) in the case of an individual described in sec-

9 tion 911(d)(1)(B) of the Internal Revenue Code of

10 1954, the exclusion from gross income provided by

11 section 91 1(a)(1) of such Code shall not apply; and".

12 (c)(1) The amendments made by subsection (a) shall

13 apply to remuneration paid after December 31, 1983.

14 (2) Except as provided in subsection (b)(2)(B), the

15 amendments made by subsection (b) shall apply to taxable

16 years beginning after December 31, 1983.

17 TREATMENT OF PAY AFTER AGE 62 AS WAGES

18 SEC. 324. (a) Section 209 of the Social Security Act is

19 amended by striking out subsection (i).

20 (b) Section 3121(a) of the Internal Revenue Oode of

21 1954 is amended by striking out paragraph (9).

22 (c) The amendments made by this section shall apply

23 with respect to calendar years beginning more than six

24 months after the date of the enactment of this Act.
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1 TREATMENT OF CONTRIBUTIONS UNDER SIMPLIFIED

2 EMPLOYEE PENSIONS

3 SEC. 325. (a) Subparagraph (D) of section 3121(a)(5) of

4 the Internal Revenue Code of 1954 (defining wages) is

5 amended by striking out "section 219" and inserting in lieu

6 thereof "section 219(b)(2)".

7 (b) Subsection (e) of section 209 of the Social Security

8 Act is amended by striking out the semicolon at the end

9 thereof and inserting in lieu thereof the following: ", or (5)

10 under a simplified employee pension (as defined in section

11 408(k) of the Internal Revenue Code of 1954) if, at the time

12 of the payment, it is reasonable to believe that the employee

13 will be entitled to a deduction under section 219(b)(2) of such

14 Code for such payment;".

15 (c) The amendments made by this section shall apply to

16 remuneration paid after December 31, 1983.

17 EFFECT OF CHANGES IN NAMES OF SPATE AND LOCAL

18 EMPLOYEE GROUPS IN UTAH

19 SEC. 326. (a) Section 2 18(o) of the Social Security Act

20 is amended by adding at the end thereof the following new

21 sentence: "Coverage provided for in this subsection shall not

22 be affected by a subsequent change in the name of a group.".

23 (b) The amendment made by subsection (a) shall apply

24 with respect to name changes made before, on, or after the

25 date of the enactment of this section.
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1 EFFECTIVE DATES OF INTERNATIONAL SOCIAL SECURITY

2 AGREEMENTS

3 SEC. 327. (a) Section 233(e)(2) of the Social Security

4 Act is amended by striking out "during which each House of

5 the Congress has been in session on each of 90 days" and

6 inserting in lieu thereof "during which at least one House of

7 the Congress has been in session on each of 60 days".

8 (b) The amendment made by subsection (a) shall be ef-

9 fective on the date of the enactment of this Act.

10 TECHNICAL CORRECTION WITH RESPECT TO WITHHOLD-

11 ING ON SICK PAY OF PARTICIPANTS IN MIJITIEM-

12 PLOYER PLANS

13 SEC. 328. (a) Paragraph (2) of section 3(d) of the Act

14 entitled "An Act to amend the Omnibus Reconciliation Act

15 of 1981 to restore minimum benefits under the Social Secu-

16 rity Act", approved December 29, 1981 (Public Law 97—

17 123), relating to extension of coverage to first 6 months of

18 sick pay, is amended by striking out "and" at the end of

19 subparagraph (B), by striking out the period at the end of

20 subparagraph (C) and inserting in lieu thereof ", and", and

21 by adding at the end thereof the following new subparagraph:

22 "(D) in the case of a multiemployer plan, to the

23 extent provided in regulations prescribed under para-

24 graph (1), such plan shall be treated as the agent of
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1 the employers for whom services are normally ren-

2 dered."

3 (b) The amendment made by subsection (a) shall apply

4 to remuneration paid after June 30, 1983.

5 AMOUNTS RECEIVED UNDER CERTAIN DEFERRED COMPEN-

6 SATION AND SALARY REDUCTION ARRANGEMENTS

7 TREATED AS WAGES FOE FICA TAXES

8 SEC. 329. (a) Section 3121 of the Internal Revenue

9 Code of 1954 (relating to definitions) is amended by adding at

10 the end thereof the following new subsection:

11 "(v) TREATMENT OF CERTAIN DEFERRED COMPEN-

12 SATION AND SALARY REDUCTION ARRANGEMENTS.—

13 Nothing in any paragraph of subsection (a) (other than para-

14 graph (1)) shall exclude from the term 'wages' any employer

15 contribution—

16 "(1) under a qualified cash or deferred arrange-

17 ment (as defined in section 401(k)) to the extent not

18 included in gross income by reason of section 402(a)(8),

19 "(2) under a cafeteria plan (as defined in section

20 125(d)) to the extent the employee had the right to

21 choose cash, property, or other benefits which would

22 be wages for purposes of this chapter, or

23 "(3) for an annuity contract described in section

24 403(b)."
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1 (b) Section 209 of the Social Security Act is amended

2 by adding at the end thereof (after the new paragraph added

3 by section 101(c)(1) of the this Act) the following new para-

4 graph:

5 "Nothing in any of the foregoing provisions of this sec-

6 tion (other than subsection (a)) shall exclude from the term

7 'wages' and employer contribution—

8 "(1) under a qualified cash or deferred arrange-

9 ment (as defined in section 401(k)) of the Internal Rev-

10 enue Code of 1954 to the extent not included in gross

11 income by reason of section 402(a)(8) of such Code,

12 "(2) under a cafeteria plan (as defined in section

13 125(d) of such Code) to the extent the employee had

14 the right to choose cash, property, or other benefits

15 which would be wages for purposes of this title, or

16 "(3) for an annuity contract described in section

17 403(b) of such Code."

18 (c) The amendments made by this section shall apply to

19 remuneration paid after December 31, 1983.

20 CODIFICATION OF ROWAN DECISION WITH RESPECT TO

21 MEALS AND LODGING

22 SEC. 330. (a)(1) Subsection (a) of section 3121 of the

23 Internal Revenue Code of 1954 (defining wages) is amended

24 by striking out "or" at the end of paragraph (17), by striking

25 out the period at the end of paragraph (18) and inserting in
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1 lieu thereof "; or", and by inserting after paragraph (18) the

2 following new paragraph:

3 "(19) the value of any meals or lodging furnished

4 by or on behalf of the employer if at the time of such

5 furnishing it is reasonable to believe that the employee

6 will be able to exclude such items from income under

7 section 119."

8 (2) Section 209 of the Social Security Act is amended

9 by striking out "or" at the end of subsection (p), by striking

10 out the period at the end of subsection (q) and inserting in

11 lieu thereof "; or", and by inserting after subsection (q) the

12 following new subsection:

13 "(r) The value of any meals or lodging furnished by or

14 on behalf of the employer if at the time of such furnishing it is

15 reasonable to believe that the employee will be able to ex-

16 dude such items from income under section 119 of the inter-

17 nal Revenue Code of 1954."

18 (b)(1) Subsection (a) of section 3121 of such Code is

19 amended by inserting after paragraph (19) (as added by sub-

20 section (a) of this section) the following new sentence:

21 "Nothing in the regulations prescribed for purposes of chap-

22 ter 24 (relating to income tax withholding) which provides an

23 exclusion from 'wages' as used in such chapter shall be con-

24 strued to require a similar exclusion from 'wages' in the reg-

25 ulations prescribed for purposes of this chapter."
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1 (2) Section 209 of the Social Security Act is amended

2 by inserting immediately after subsection (r) (as added by

3 subsection (a) of this section) the following new sentence:

4 "Nothing in the regulations prescribed for purposes of chap-

5 ter 24 of the Internal Revenue Oode of 1954 (relating to

6 income tax withholding) which provides an exclusion from

7 'wages' as used in such chapter shall be construed to require

8 a similar exclusion from 'wages' in the regulations prescribed

9 for purposes of this title."

10 (c) The amendments made by subsections (a) and (b)

11 shall apply to remuneration paid after December 31, 1983.

12 PuT D—OTHER AMENDMENTS

13 TECHNICAL AND CONFORMING AMENDMENTS TO MAXIMUM

14 FAMILY BENEFIT PROVISIONS

15 SEC. 331. (a)(1) Section 203(a)(3)(A) of the Social Secu-

16 rity Act is amended by striking out clause (ii) and inserting in

17 lieu thereof the following:

18 "(ii) an amount (1) initially equal to the product of

19 1.75 and the primary insurance amount that would be

20 computed under section 2 15(a)(1), for January of the

21 year determined for purposes of this clause under the

22 following two sentences, with respect to average in-

23 dexed monthly earnings equal to one-twelfth of the

24 contribution and benefit base determined for that year
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1 under section 230, and (II) thereafter increased in ac-

2 cordance with the provisions of section 215(i)(2)(A)(ii).

3 The year established for purposes of clause (ii) shall be 1983

4 or, if it occurs later with respect to any individual, the year in

5 which occurred the month that the application of the reduc-

6 tion provisions contained in this subparagraph began with re-

7 spect to benefits payable on the basis of the wages and self-

8 employment income of the insured individual. If for any

9 month subsequent to the first month for which clause (ii) ap-

10 plies (with respect to benefits payable on the basis of the

11 wages and self-employment income of the insured individual)

12 the reduction under this subparagraph ceases to apply, then.

13 the year determined under the preceding sentence shall be

14 redetermined (for purposes of any subsequent application of

15 this subparagraph with respect to benefits payable on. the

16 basis of such wages and self-employment income) as though

17 this subparagraph had not been previously applicable.".

18 (2) Section 203(a)(7) of such Act is amended by striking

19 out everything that follows "shall be reduced to an amount

20 equal to" and inserting in lieu thereof "the amount deter-

21 mined in accordance with the provisions of paragraph

22 (3)(A)(ii) of this subsection, except that for this purpose the

23 references to subparagraph (A) in the last two sentences of

24 paragraph (3)(A) shall be deemed to be references to para-

25 graph(7).".
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1 (b) Olause (i) in the last sentence of section 203(b)(1) of

2 such Act (as amended by section 132(b) of this Act) is further

3 amended by striking out "penultimate sentence" and insert-

4 ing in lieu thereof "first sentence of paragraph (4)".

5 (c) The amendments made by subsection (a) shall be ef-

6 fective with respect to payments made for months after De-

7 cember 1983.

8 BEDUCTION FBOM 72 TO 70 OF AGE BEYOND WHICH NO

9 DELAYED RETIREMENT CBEDITS CAN BE EARNED

10 SEC. 332. (a) Section 202(w) of the Social Security Act

11 is amended—

12 (1) in paragraph (2)(A), by striking out "age 72"

13 and inserting in lieu thereof "age 70"; and

14 (2) in paragraph (3), by striking out "age 72 after

15 1972" and inserting in lieu thereof "age 70".

16 (b) The amendments made by subsection (a) shall apply

17 with respect to individuals who attain age 70 after December

18 1983. For individuals who attain age 70 before January

19 1984, section 202(w) as in effect inunediately before the en-

20 actment of the amendments made by this section shall apply,

21 except that no increment months as determined under such

22 section attributable to months after December 1983 shall

23 accrue.
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1 RELAXATION OF INSURED STATUS REQUIREMENTS FOR

2 CERTAIN WORKERS PREVIOUSLY ENTITLED TO A

3 PERIOD OF DISABILITY

4 SEC. 333. (a) Section 216(i)(3) of the Social Security

5 Act is amended—

6 (1) by striking out the semicolon at the end of

7 clause (ii) of subparagraph (B) and inserting in lieu

8 thereof ", or"; and

9 (2) by inserting after clause (ii) of such subpara-

10 graph the following new clause:

11 "(iii) in the case of an individual (not otherwise

12 insured under clause (i)) who, by reason of clause (ii),

13 had a prior period of disability that began during a

14 period before the quarter in which he or she attained

15 age 31, not less than one-half of the quarters beginning

16 after such individual attained age 21 and ending with

17 such quarter are quarters of coverage, or (if the

18 number of quarters in such period is less than 12) not

19 less than 6 of the quarters in the 12-quarter period

20 ending with such quarter are quarters of coverage;".

21 (b) Section 223(c)(1)(B) of such Act is amended—

22 (1) by striking out the semicolon at the end of

23 clause (ii) and inserting in lieu thereof ", or"; and

24 (2) by inserting after clause (ii) the following new

25 clause:
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1 "(iii) in the case of an individual (not

2 otherwise insured under clause (i)) who, by

3 reason of section 216(i)(3)(B)(ii), had a prior

4 period of disability that began during a

5 period before the quarter in which he or she

6 attained age 31, not less than one-half of the

7 quarters beginning after such individual at-

8 tamed age 21 and ending with the quarter in

9 which such month occurs are quarters of

10 coverage, or (if the number of quarters in

11 such period is less than 12) not less than 6

12 of the quarters in the 12-quarter period

13 ending with such quarter are quarters of coy-

14 erage;".

15 (c) The amendments made by this section shall be effec-

16 tive with respect to applications for disability insurance bene-

17 fits under section 223 of the Social Security Act, and for

18 disability determinations under section 2 16(i) of such Act,

19 ified after the date of the enactment of this Act, except that

20 no monthly benefits under title II of the Social Security Act

21 shall be payable or increased by reason of the amendments

22 made by this section for months before the month following

23 the month of enactment of this Act.
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1 PROTECTION OF BENEFITS OF ILLEGITIMATE CHILDREN

2 OF DISABLED BENEFICIARIES

3 SEC. 334. (a) The last sentence of section 216(h)(3) of

4 the Social Security Act is amended by striking out "subpara-

5 graph (A)(i)" and inserting in lieu thereof "subparagraphs

6 (A)(i) and (B)(i)".

7 (b) The amendment made by subsection (a) shall be ef-

8 fective on the date of the enactment of this Act.

9 ONE-MONTH RETROACTIVITY OF WIDOW'S AND WIDOWER'S

10 INSURANCE BENEFITS

ii SEC. 335. (a) Section 202(j)(4)(B) of the Social Security

12 Act is amended—

13 (1) by redesignating clauses (iii) and (iv) as clauses

14 (iv) and (v), respectively; and

15 (2) by adding after clause (ii) the following new

16 clause:

17 "(iii) Subparagraph (A) does not apply to a benefit under

18 subsection (e) or (f) for the month immediately preceding the

19 month of application, if the insured individual died in that

20 preceding month.".

21 (b) The amendments made by subsection (a) shall apply

22 with respect to survivors whose applications for monthly

23 benefits are filed after the second month following the month

24 in which this Act is enacted.
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1 NONASSIGNABILITY OF BENEFITS

2 SEC. 336. (a) Section 207 of the Social Security Act is

3 amended—

4 (1) by inserting "(a)" before "The right"; and

5 (2) by adding at the end thereof the following new

6 subsection:

7 "(b) No other provision of law, enacted before, on, or

8 after the date of the enactment of this section, may be con-

9 strued to limit, supersede, or otherwise modify the provisions

10 of this section except to the extent that it does so by express

11 reference to this section.".

12 (b) Section 459(a) of such Act is amended by inserting

13 "(including section 207)" after "any other provision of law".

14 (c) The amendments made by subsection (a) shall apply

15 only with respect to benefits payable or rights existing under

16 the Social Security Act on or after the date of the enactment

17 of this Act.

18 USE OF DEATH CERTIFICATES TO PREVENT ERRONEOUS

19 BENEFIT PAYMENTS TO DECEASED INDIVIDUALS

20 SEC. 337. Section 205 of the Social Security Act is

21 amended by adding at the end thereof the following new sub-

22 section:

23 "Use of Death Certificates to Correct Program Information

24 "(r)(1) The Secretary is authorized to establish a pro-

25 gram under which—
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1 "(A) States (or political subdivisions thereof) vol-

2 untarily contract with the Secretary to furnish the Sec-

3 retary periodically with information (in a form estab-

4 lished by the Secretary in consultation with the States)

5 concerning individuals with respect to whom death cer-

6 tificates (or equivalent documents maintained by the

7 States or subdivisions) have been officially filed with

8 them;

9 "(B) the Secretary compares such information on

10 such individuals with information on such individuals in

11 the records being used in the administration of this

12 Act; and

13 "(C) the Secretary makes any appropriate correc-

14 tions in such records to accurately reflect the status of

15 such individuals.

16 "(2) Each State (or political subdivision thereof) which

17 furnishes the Secretary with information on records of deaths

18 in the State or subdivision under this subsection shall be paid

19 by the Secretary from amounts available for administration of

20 this Act the reasonable costs (established by the Secretary)

21 for transcribing and transmitting such information to the Sec-

22 retary.

23 "(3) In the case of individuals with respect to whom

24 benefits are provided by (or through) a Federal or State

25 agency other than under this Act, the Secretary may provide,
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1 through a cooperative arrangement with such agency, for

2 carrying àut the duties described in paragraph (1)(B) with

3 respect to such individuals if—

4 "(A) under such arrangement the agency provides

5 reimbursement to the Secretary for the reasonable cost

6 of carrying out such arrangement, and

7 "(B) such arrangement does not conflict with the

8 duties of the Secretary under paragraph (1).

9 "(4) Information furnished to the Secretary under this

10 subsection may not be used for any purpose other than the

11 purposes described in this subsection and is exempt from dis-

12 closure under section 552 of title 5, United States Oode, and

13 from the requirements of section 552a of such title.".

14 PUBLIC PENSION OFFSET

15 SEC. 338. (a) Subsections (b)(4)(A), (c)(2)(A), (f)(2)(A),

16 and (g)(4)(A) of section 202 of the Social Security Act, and

17 paragraph (7)(A) of section 202(e) of such Act (as redesignat-

18 ed by section 131(a)(3)(A) of this Act), are each amended—

19 (1) by striking out "by an amount equal to the

20 amount of any monthly periodic benefit" and inserting

21 in lieu thereof "by an amount equal to one-third of the

22 amount of any monthly periodic benefit"; and

23 (2) by adding at the end thereof the following new

24 sentence: "The amount of the reduction in any benefit

25 under this subparagraph, if not a multiple of $0.10,
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1 shall be rounded to the next higher multiple of

2 $0.10.".

3 (b) The amendments made by subsection (a) of this sec-

4 tion shall apply only with respect to monthly insurance bene-

5 fits payable under title II of the Social Security Act to mdi-

6 viduals who initially become eligible (as defined in section

7 334 of Public Law 95-216) for monthly periodic benefits

8 (within the meaning of the provisions amended by subsection

9 (a)) for months after June 1983.

10 STUDY CONCERNING THE ESTABLISHMENT OF THE SOCIAL

11 SECURITY ADMINISTRATION AS AN INDEPENDENT

12 AGENCY

13 SEC. 339. (a) There is hereby established, under the

14 authority of the Committee on Ways and Means of the House

15 of Representatives and the Committee on Finance of the

16 Senate, a joint study panel to be known as the Joint Study

17 Panel on the Social Security Administration (hereafter in this

18 section referred to as the "Panel"). The duties of the Panel

19 shall be to conduct the study provided for in subsection (c).

20 (b)(1) The Panel shall be composed of 3 members, ap-

21 pointed jointly by the chairmen of the Committee on Ways

22 and Means of the House of Representatives and the Commit-

23 tee on Finance of the Senate and such chairmen shall jointly

24 select one member of the Panel to serve as chairman of the

25 Panel. Members of the Panel shall be chosen, on the basis of
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1 their integrity, impartiality, and good judgment, from individ-

2 uals who, as a result of their training, experience, and attain-

3 ments, are widely recognized by professionals in the field of

4 government administration as experts in that field.

5 (2) Vacancies in the membership of the Panel shall not

6 affect the power of the remaining members to perform the

7 duties of the Panel and shall be filled in the same manner in

8 which the original appointment was made.

9 (3) Each member of the Panel not otherwise in the

10 employ of the United States Government shall receive the

11 daily equivalent of the annual rate of basic pay payable for

12 level V of the Executive Schedule under section 5316 of title

13 5, United States Oode, for each day during which such

14 member is actually engaged in the performance of the duties

15 of the Panel. Each member of the Panel shall be allowed

16 travel expenses in the same manner as any individual em-

17 ployed intermittently by the Federal Government is allowed

18 travel expenses under section 5703 of title 5, United States

19 Oode.

20 (4) By agreement between the chairmen of the Oommit-

21 tee on Ways and Means of the House of Representatives and

22 the Oommittee on Finance of the Senate, such Oommittees

23 shall provide the Panel, on a reimbursible basis, office space,

24 clerical personnel, and such supplies and equipment as may

25 be necessary for the Panel to carry out its duties under this
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1 section. Subject to such limitations as the chairmen of such

2 Committees may jointly prescribe, the Panel may appoint

3 such additional personnel as the Panel considers necessary

4 and fix the compensation of such personnel as it considers

5 appropriate at an annual rate which does not exceed the rate

6 of basic pay then payable for GS—18 of the General Schedule

7 under section 5332 of title 5, United States Code, and may

8 procure by contract the temporary or intermittent services of

9 clerical personnel and experts or consuliants, or organiza-

10 tions thereof.

11 (5) There are hereby appropriated to the Panel from the

12 Federal Old-Age and Survivors Insurance Trust Fund, the

13 Federal Disability Insurance Trust Fund, the Federal Hospi-

14 tal Insurance Trust Fund, and the Federal Supplementary

15 Medical Insurance Trust Fund, such sums as the chairmen of

16 the Committee on Ways and Means of the House of Repre-

17 sentatives and the Conmiittee on Finance of the Senate shall

18 jointly certify to the Secretary of the Treasury as necessary

19 to carry out the Panel's duties under this section. The Secre-

20 tary of the Treasury shall allocate among such Trust Funds

21 the total amount to be transferred from such Trust Funds

22 under this paragraph so that the amount of such sums which

23 is transferred from each such Trust Fund under this para-

24 graph shall bear the same ratio to the total amount trans-

25 ferred from all such Trust Funds under this paragraph as the
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1 amount expended from such Trust Fund during the fiscal

2 year ending September 30, 1982, bears to the total amount

3 expended from all such Trust Funds during such fiscal year.

4 (c)(1) The Panel shall undertake, as soon as possible

5 after the date of the enactment of this Act, a thorough study

6 with respect to the feasibility and implementation of remov-

7 ing the Social Security Administration from the Department

8 of Health and Human Services and establishing it as an inde-

9 pendent agency in the executive branch with its own inde-

10 pendent administrative structure, including the possibility of

11 such a structure headed by a board appointed by the Presi-

12 dent, by and with the advice and consent of the Senate.

13 (2) The Panel in its study under paragraph (1) shall ad-

14 dress, analyze, and report specifically on the following mat-

15 ters:

16 (A) the effect of the organizational status of the

17 Social Security Administration on beneficiaries under

18 the Social Security Act and the general public;

19 (B) the legal and other relationships of the Social

20 Security Administration with other organizations,

21 within and outside the Federal Government, and the

22 changes in such relationships which would be required

23 as a result of establishing the Social Security Adminis-

24 tration as an independent agency;
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1 (C) any changes which may be necessary or ap-

2 propriate, in the course of establishing the Social Secu-

3 rity Administration as an independent agency, in the

4 constitution of the Boards of Trustees of the four social

5 security trust funds; and

6 (D) such other matters as the Panel may consider

7 relevant to the study.

8 (d) The Panel shall submit to the Committee on Ways

9 and Means of the House of Representatives and the Commit-

10 tee on Finance of the Senate, not later than April 1, 1984, a

11 report of the findings of the study conducted under subsection

12 (c), together with any recommendations the Panel considers

13 appropriate. The Panel and all authority granted in this sec-

14 tion shall expire thirty days after the date of the ffling of its

15 report under this section.

16 CONFORMING CHANGES IN MEDICARE PREMIUM PROVI-

17 SIONS TO REFLECT CHANGES IN COST-OF-LIVING

18 BENEFIT ADJUSTMENTS

19 SEC. 340. (a) Section 1818(d)(2) of the Social Security

20 Act is amended—

21 (1) by striking out "during the last calendar quar-

22 ter of each year, beginning in 1973," in the first sen-

23 tence and inserting in lieu thereof "during the next to

24 last calendar quarter of each year";
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1 (2) by striking out "the 12-month period com-

2 mencing July 1 of the next year" in the first sentence

3 and inserting in lieu thereof "the following calendar

4 year"; and

5 (3) by striking out "for such next year" in the

6 second sentence and inserting in lieu thereof "for that

7 following calendar year".

8 (b)(1) Section 1839(c) of such Act is amended—.-

9 (A) by striking out "December of 1972 and of

10 each year thereafter" in paragraphs (1), (3), and (4)

11 and inserting in lieu thereof "September of each year";

12 (B) by strikingout "for the 12-month period com-

13 mencing July 1 in the succeeding year" in paragraphs

14 (1), (3), and (4) and inserting in lieu thereof "for

15 months in the following calendar year";

16 (0) by striking out "such 12-month period" each

17 place it appears in paragraphs (1) and (4) and inserting

18 in lieu thereof "such calendar year";

19 (ID) by striking out "that 12-month period" in

20 paragraph (3)(A) and inserting in lieu thereof "that cal-

21 endar year";

22 (E) by striking out "May 1 of the year" in para-

23 graph (3)(B) and inserting in lieu thereof "November 1

24 of the year before the year"; and
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1 (F) by striking out "following May" in paragraph

2 (3)(13) and inserting in lieu thereof "following Novem-

3 ber".

4 (2) Section 1839(g) of such Act is amended—

5 (A) by striking out "June 1983" in paragraph (1)

6 and inserting in lieu thereof "December 1983", and

7 (13) by striking out "July 1985" and inserting in

8 lieu thereof "January 1986" each place it appears.

9 (d) The amendments made by this section shall apply to

10 premiums for months beginning with January 1984, and for

11 months after June 1983 and before January 1984—

12 (1) the monthly premiums under part A and under

13 part B of title XVIII of the Social Security Act for

14 individuals enrolled under each respective part shall be

15 the monthly premium under that part for the month of

16 June 1983, and

17 (2) the amount of the Government contributions

18 under section 1844(a)(1) of such Act shall be computed

19 on the basis of the actuarially adequate rate which

20 would have been in effect under part B of title XVIII

21 of such Act for such months without regard to the

22 amendments made by this section, but using the

23 amount of the premium in effect for the month of June

24 1983.
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1 TITLE IV—STJPPLEMIENTAL SECuRITY INCOME

2 BENEFITS

3 INCREASE IN FEDERAL SSI BENEFIT STANDARD

4 SEC. 401. (a) Section 1617 of the Social Security Act is

5 amended by adding at the end thereof the following new sub-

6 section:

7 "(c) Effective July 1, 1983—

8 "(1) each of the dollar amounts in effect under

9 subsections (a)(1)(A) and (b)(1) of section 1611, as pre-

10 viously increased under this section, shall be increased

11 by $20 (and the dollar amount in effect under subsec-

12 tion (a)(1)(A) of Public Law 93-66, as previously so in-

13 creased, shall be increased by $10); and

14 "(2) each of the dollar amounts in effect under

15 subsections (a)(2)(A) and (b)(2) of section 1611, as pre-

16 viously increased under this section, shall be increased

17 by $30.".

18 (b) Section 1617(b) of such Act is amended by striking

19 out "this section" and inserting in lieu thereof "subsection (a)

20 of this section".

21 ADJUSTMENTS IN FEDERAL SSI PASS-THROUGH

22 PROVISIONS

23 SEC. 402. Section 1618 of the Social Security Act is

24 amended by adding at the end thereof the following new sub-

25 section:
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1 "(d)(1) For any particular month after March 1983, a

2 State which is not treated as meeting the requirements im-

3 posed by paragraph (4) of subsection (a) by reason of subsec-

4 tion (b) shall be treated as meeting such requirements if and

5 only if—

6 "(A) the combined level of its supplementary pay-

7 ments (to recipients of the type involved) and the

8 amounts payable (to or on behalf of such recipients)

9 under section 1611(b) of this Act and section

10 21 1(a)(1)(A) of Public Law 93—66, for that particular

11 month,

12 is not less than—

13 '(IB) the combined level of its supplementary pay-

14 ments (to recipients of the type involved) and the

15 amounts payable (to or on behalf of such recipients)

16 under section 1611(b) of this Act and section

17 211(a)(1)(A) of Public Law 93—66, for March 1983, in-

18 creased by the amount of all cost-of-living adjustments

19 under section 1617 (and any other benefit increases

20 under this title) which have occurred after March 1983

21 and before that particular month.

22 "(2) In determining the amount of any increase in the

23 combined level involved under paragraph (1)03) of this sub-

24 section, any portion of such amount which would otherwise

25 be attributable to the increase under section 1617(c) shall be
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1 deemed instead to be equal to the amount of the cost-of-living

2 adjustment which would have occurred in July 1983 (without

3 regard to the 3-percent limitation contained in section

4 215(i)(1)(B)) if section 111 of the Social Security Act Amend-

5 ments of 1983 had not been enacted.".

6 SSI ELIGIBILITY FOR TEMPORARY RESIDENTS OF

7 EMERGENCY SHELTERS FOR THE HOMELESS

8 SEC. 403. (a) Section 1611(e)(1) of the Social Security

9 Act is amended—

10 (1) by striking out "subparagraph (B) and (C)" in

11 subparagraph (A) and inserting in lieu thereof "sub-

12 paragraphs (B), (C), and (ID)"; and

13 (2) by adding at the end thereof the following new

14 subparagraph:

15 "(ID) A person may be an eligible individual or eligible

16 spouse for purposes of this title with respect to any month

17 throughout which he is a resident of a public emergency shel-

18 ter for the homeless (as defined in regulations which shall be

19 prescribed by the Secretary); except that no person shall be

20 an eligible individual or eligible spouse by reason of this sub-

21 paragraph more than three months in any 12-month period.".

22 (b) The amendments made by subsection (a) shall be ef-

23 fective with respect to months after the month in which this

24 Act is enacted.
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1 DISREGARDING OF EMERGENCY AND OTHER IN-KIND

2 ASSISTANCE PROVIDED BY NONPROFIT ORGANIZATIONS

3 SEC. 404. (a) Section 1612(b)(13) of the Social Security

4 Act is amended by striking out "any assistance received" and

5 all that follows down through "(B)" and inserting in lieu

6 thereof the following: "any support or maintenance assist-

7 ance furnished to or on behalf of such individual (and spouse

8 if any) which (as determined under regulations of the Secre-

9 tary by such State agency as the chief executive officer of the

10 State may designate) is based on need for such support or

11 maintenance, including assistance received to assist in meet-

12 ing the costs of home energy (including both heating and

13 cooling), and.which".

14 (b) Section 402(a)(36) of such Act is amended by strik-

15 ing out "shall not include as income" and all that follows

16 down through "(B)" and inserting in lieu thereof the follow-

17 ing: "shall not include as income any support or maintenance

18 assistance furnished to or on behalf of the family which (as

19 determined under regulations of the Secretary by such State

20 agency as the chief executive officer of the State may desig-

21 nate) is based on need for such support and maintenance,

22 including assistance received to assist in meeting the costs of

23 home energy (including both heating and cooling), and

24 which".
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1 (c) The amendments made by this section shall be effec-

2 tive with respect to months which begin after the month in

3 which this Act is enacted and end before October 1, 1984.

4 TITLE V—TINEMIPLOYMIENT OOMIPENSATION

5 PROVISIONS

6 PART A—FEDERAL SUPPLEMENTAL COMPENSATION

7 SEC. 501. EXTENSION OF PROGRAM.

8 Paragraph (2) of section 602(f) of the Federal Supple-

9 mental Compensation Act of 1982 is amended by striking out

10 "March 31, 1983" and inserting in lieu thereof "September

11 30, 1983".

12 SEC. 502. NUMBER OF WEEKS FOR WHICH COMPENSATION

13 PAYABLE.

14 (a) GENERAL RuLE.—Subsection (e) of section 602 of

15 the Federal Supplemental Compensation Act of 1982 is

16 amended by redesignating paragraph (3) as paragraph (4) and

17 by striking out paragraph (2) and inserting in lieu thereof the

18 following new paragraphs:

19 "(2)(A) In the case of any account from which Federal

20 supplemental compensation was first payable to an individual

21 for a week beginning after March 31, 1983, the amount es-

22 tablished in such account shall be equal to the lesser of—

23 "(i) 65 per centum of the total amount of regular

24 compensation (including dependents' allowances) pay-

25 able to the individual with respect to the benefit year
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1 (as determined under the State law) on the basis of

2 which he most recently received regular compensation,

3 or

4 "(ii) the applicable limit determined under the fol-

5 lowing table times his average weekly benefit amount

6 for his benefit year.

"In the case of The applicable
weeks during a: limit is:

6-percent period 14

5-percent period 13

4.5-percent period 11

3.5-percent period 10

Low-unemployment period 8

7 "(B) In the case of any account from which Federal

8 supplemental compensation was payable to an individual for

9 a week beginning before April 1, 1983, the amount estab-

10 lished in such account shall be equal to the lesser of the sub-

11 paragraph (A) entitlement or the sum of—

12 "(i) the subparagraph (A) entitlement reduced (but

13 not below zero) by the aggregate amount of Federal

14 supplemental compensation paid to such individual for

15 weeks beginning before April 1, 1983, plus

16 "(ii) such individual's additional entitlement.

17 "(C) For purposes of subparagraph (B) and this subpara-

18 graph—

19 "(i) The term 'subparagraph (A) entitlement'

20 means the amount which would have been established

21 in the account if subparagraph (A) had applied to such

22 account.
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"(ii) The term 'additional entitlement' means the

2 lesser of—

"U) three-fourths of the subparagraph (A)

entitlement, or

"(II) the applicable limit determined under

the following table times the iiidividual's average

weekly benefit amount for his benefit year.

"In the case of The applicable
weeks during a: limit is:

6-percent period 10
5-percent period 8
4.5-percent period 8
3.5-percent period 6
Low-employment period 6

"(B) Except as provided ii subparagraph (B)(i), for pur-

poses of determining the amount of Federal supplemental

compensation payable for weeks beginning after March 31,

1983, from an account described ii subparagraph (B), no re-

duction in such account shall be made by reason of any Fed-

eral supplemental compensation paid to the individual for

weeks beginning before April 1, 1983.

"(3)(A) For purposes of this subsection, the terms '6

percent period', '5 percent period', '4.5 percent period', '3.5

percent period' and 'low-unemployment period' mean, with

respect to any State, the period which—

"(1) begins with the 3d week after the 1st week in

which the rate of insured unemployment ii the State

for the period consisting of such week and the immedi-
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1 ately preceding 12 weeks falls in the applicable range,

2 and

3 "(ii) ends with the 3d week after the 1st week in

4 which the rate of insured unemployment for the period

5 consisting of such week and the immediately preceding

6 12 weeks does not fall within the applicable range.

7 "(B) For purposes of subparagraph (A), the applicable

8 range is as follows:

"In the case of a: The applicable range is:
6-percent period A rate equal to or exceeding 6 percent

5-percent period A rate equal to or exceeding 5 percent
but less than 6 percent

4.5-percent period A rate equal to or exceeding 4.5 per-
cent but less than 5 percent

3.5 percent period A rate equal to or exceeding 3.5 per-
cent but less than 4.5 percent

Low-employment period A rate less than 3.5 percent

9 "(0) No 6-percent period, 5-percent period, 4.5-percent

10 period, or 3.5-percent period, as the case may be, shall last

11 for a period of less than 4 weeks unless the State enters a

12 period with a higher percentage designation.

13 "(D) For purposes of this subsection—

14 "(i) The rate of insured unemployment for any

15 period shall be determined in the same manner as de-

16 termined for purposes of section 203 of the Federal-

17 State Extended Unemployment Compensation Act of

18 1970.

19 "(ii) The amount of an individual's average

20 weekly benefit amount shall be determined in the same
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1 manner as determined for purposes of section

2 202(b)(1)(C) of such Act."

3 (b) TECHNICAL AMENDMENT.—Paragraph (3) of sec-

4 tion 602(d) of the Federal Supplemental Compensation Act of

5 1982 (as amended by section 544(d) of the Highway Revenue

6 Act of 1982) is amended by striking out "subsection

7 (e)(2)(A)(ii)" and inserting in lieu thereof "subparagraph

8 (A)(ii) or (C)(ii)(ll) of subsection (e)(2)".

9 SEC. 503. COORDINATION WJTH TRADE READJUSTMENT PRO-

10 GRAM.

11 Subsection (e) of section 602 of the Federal Supplemen-

12 tal Compensation Act of 1982 is amended by adding at the

13 end thereof the following new paragraph:

14 "(5)(A) Except as provided in subparagraph (B), the

15 maximum amount of Federal supplemental compensation

16 payable to an individual shall not be reduced by reason of any

17 trade readjustment allowances to which the individual was

18 entitled under the Trade Act of 1974.

19 "(B) If an individual received any trade readjustment

20 allowance under the Trade Act of 1974 in respect of any

21 benefit year, the maximum amount of Federal supplemental

22 compensation payable under this subtitle in respect of such

23 benefit year shall be reduced (but not below zero) so that (to

24 the extent possible by making such a reduction) the aggre-

25 gate amount of—
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1 "(i) regular compensation,

2 "(ii) extended compensation,

3 "(iii) trade readjustment allowances, and

4 "(iv) Federal supplemental compensation,

5 payable ii respect of such benefit year does not exceed the

6 aggregate amount which would have been so payable had the

7 individual not been entitled to any trade readjustment allow-

8 ance."

9 SEC. 504. EFFECTIVE DATE.

10 (a) GENERAL RULE.—The amendments made by this

11 part shall apply to weeks beginiiing after March 31, 1983.

12 (b) TREATMENT OF INDIVIDUALS WHO EXHAUSTED

13 BENEFITS.—In the case of any eligible individual—

14 (1) to whom any Federal supplemental compensa-

15 tion was payable for any week beginning before April

16 1, 1983, and

17 (2) who exhausted his rights to such compensation

18 (by reason of the payment of all the amount in his Fed-

19 eral supplemental compensation account) before the

20 first week beginning after March 31, 1983,

21 such individual's eligibility for additional weeks of compensa-

22 tion by reason of the amendments made by this part shall not

23 be limited or terminated by reason of any event, or failure to

24 meet any requirement of law relating to eligibility for unem-

25 ployrnent compensation, occurring after the date of such ex-
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1 haustion of rights and before April 1, 1983 (and the period

2 after such exhaustion and before April 1, 1983, shall not be

3 counted for purposes of determining the expiration of the two

4 years following the end of his benefit year for purposes of

5 section 602(b) of the Federal Supplemental Compensation

6 Act of 1982).

7 (c) MODIFICATION OF AGREEMENTS.—The Secretary

8 of Labor shall, at the earliest practicable date after the date

9 of the enactment of this Act, propose to each State with

10 which he has in effect an agreement under section 602 of the

11 Federal Supplemental Compensation Act of 1982 a modifica-

12 tion of such agreement designed to provide for the payment

13 of Federal supplemental compensation under such Act in ac-

14 cordance with the amendments made by this part. Notwith-

15 standing any other provision of law, if any State fails or re-

16 fuses, within the 3-week period beginning on the date the

17 Secretary of Labor proposed such •a modification to such

18 State, to enter into such a modification of such agreement,

19 the Secretary of Labor shall terminate such agreement effec-

20 tive with the end of the last week which ends on or before

21 such 3-week period.
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1 PART B—MISCELLANEOUS PROVISIONS

2 SEC. 511. VOLUNTARY HEALTH INSURANCE PROGRAMS PER-

3 MIVrED.

4 (a) AMENDMENT OF INTERNAL REVENUE CODE OF

5 1954.—Paragraph (4) of section 3304(a).of the Internal Rev-

6 enue Code of 1954 (relating to requirements for approval of

7 State unemployment compensation laws) is amended by strik-

8 ing out "and" at the end of subparagraph (A), by adding

9 "and" at the end of subparagraph (B), and by adding after

10 subparagraph (B) the following new subparagraph:

11 "(C) nothing in this paragraph shall be con-

12 strued to prohibit deducting an amount from un-

13 emplOyment compensation otherwise payable to

14 an individual and using the amount so deducted to

15 pay for health insurance if the individual elected

16 to have such deduction made and such deduction

17 was made under a program approved by the Sec-

18 retary of Labor;".

19 (b) AMENDMENT OF SoCIAL SECURITY ACT.—Para-

20 graph (5) of section 303(a) of the Social Security Act is

21 amended by striking out "; and" at the end thereof and in-

22 serting in lieu thereof ": Provided further, That nothing in

23 this paragraph shall be construed to prohibit deducting an

24 amount from unemployment compensation otherwise payable

25 to an individual and using the amount so deducted to pay for
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1 health insurance if the individual elected. to have such deduc-

2 tion made and such deduction was made under a program

3 approved by the Secretary of Labor; and".

4 (c) EFFECTIVE DATE.—The amendments made by this

5 section shall take effect on the date of the enactment of this

6 Act.

7 SEC. 512. TREATMENT OF CERTAIN ORGANIZATIONS RETRO-

8 ACTIVELY DETERMINED TO BE DESCRIBED IN

9 SECTION 501(c)(3) OF THE INTERNAL REVENUE

10 CODE OF 1954.

11 If—

12 (1) an organization did not make an election to

13 make payments (in lieu of contributions) as provided in

14 section 3309(a)(2) of the Interna' Revenue Code of

15 1954 before April 1, 1972, because such organization,

16 as of such date, was treated as an organization de-

17 scribed in section 501(c)(4) of such Code,

18 (2) the Internal Revenue Service subsequently de-

19 termined that such organization was described in sec-

20 tion 501(c)(3) of such Code, and

21 (3) such organization made such an election before

22 the earlier of—

23 (A) the date 18 months after such election

24 was first available to it under the State law, or

25 (B) January 1, 1984,
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1 then section 3303(f) of such Code shall be applied with re-

2 spect to such organization as if it did not contain the require-

3 ment that the election be made before April 1, 1972, and by

4 substituting "January 1, 1982" for "January 1, 1969".

5 TITLE VI—PROSPECTIVE PAYMIENTS FOR

6 MEDIC4RE INPATIENT HOSPITAL SERVICES

7 MEDICARE PAYMENTS FOR INPATIENT HOSPITAL

8 SERVICES ON THE BASIS OF PROSPECTIVE RATES

9 SEC. 601. (a)(1) Subsection (a)(1) of section 1886 of the

10 Social Security Act is amended by adding at the end the

11 following new subparagraph:

12 "W) Subparagraph (A) shall not apply to cost reporting

13 periods begirming on or after October 1, 1985.".

14 (2) Subsection (a)(4) of such section is amended by

15 adding at the end the following new sentence: "Such term

16 does not include capital-related costs and costs of approved

17 educational activities, as defined by the Secretary.".

18 (b) Subsection (b) of such section is amended—

19 (1) by striking out "Notwithstanding sections

20 1814(b), but subject to the provisions of sections" in

21 paragraph (1) and inserting in lieu thereof "Notwith-

22 standing section 1814(b) but subject to the provisions

23 of section";

24 (2) by inserting "(other than a subsection (d) hos-

25 pital, as defined in subsection (d)(1)(B))" in the matter
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1 before subparagraph (A) of paragraph (1) after "of a

2 hospital";

3 (3) by inserting, in the matter in paragraph (1)

4 following subparagraph (B), "(other than on the basis

5 of a DRG prospective payment rate determined under

6 subsection (d))" after "payable under this title";

7 (4) by striking out paragraph (2);

8 (5) by inserting "and subsection (d) and except as

9 provided in subsection (e)" in paragraph (3)(B) after

10 "subparagraph (A)";

11 (6) by inserting "or fiscal year" after "cost re-

12 porting period" each place it appears in paragraph

13 (3)(B);

14 (7) by inserting "before the beginning of the

15 period or year" in paragraph (3)(B) after "estimated by

16 the Secretary"; and

17 (8) by striking out "exceeds" in paragraph (3)03)

18 and inserting in lieu thereof "will exceed".

19 (c)(1) Subsection (c)(1) of such section is amended—

20 (A) by striking out "and" at the end of subpara-

21 graph (B),

22 (B) by striking out the period at the end of sub-

23 paragraph (0) and inserting in lieu thereof "; and",

24 and

25 (0) by adding at the end the following:
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1 "(B) the Secretary determines that the system

2 will not preclude an eligible organization (as defined in

3 section 1876(b)) from negotiating directly with hospi-

4 tals with respect to the organization's rate of payment

5 for inpatient hospital services.

6 The Secretary cannot deny the application of a State under

7 this subsection on the ground that the State's hospital reim-

8 bursement control system is based on a payment methodolo-

9 gy other than on the basis of a diagnosis-related group or on

10 the ground that the amount of payments made under this title

11 under such system must be less than the amount of payments

12 which wou'd otherwise have been made under this title not

13 using such system. If the Secretary provides that the assur-

14 ances described in subparagraph (0) are based on maintaining

15 payment amounts at no more than a specified percentage in-

16 crease above the payment amounts in a base period, the

17 State has the option of applying such test (for inpatient hospi-

18 tal services under part A) on an aggregate payment basis or

19 on the basis of the amount of payment per inpatient discharge

20 or admission. If the Secretary provides that the assurances

21 described in subparagraph (0) are based on maintaining ag-

22 gregate payment amounts below a national average percent-

23 age increase in total payments under part A for inpatient

24 hospital services, the Secretary cannot deny the application

25 of a State under this subsection on the ground that the
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1 State's rate of increase in such payments for such services

2 must be less than such national average rate of increase.";

3 (2) Subsection (c)(3) of such section is amended—

4 (A) by striking out "requirement of paragraph

5 (1)(A)" and inserting in lieu thereof "requirements of

6 subparagraphs (A) and (B) of paragraph (1) and, if ap-

7 plicable, the requirements of paragraph (5),", and

8 (B) by inserting "(or, if applicable, in paragraph

9 (5))" in subparagraph (B) after "paragraph (1)".

10 (3) Subsection (c) of such section is further amended by

11 adding at the end the following new paragraphs:

12 "(4) The Secretary shall approve the request of a State

13 under paragraph (1) with respect to a hospital reimbursement

14 control system if—

15 "(A) the requirements of subparagraphs (A), (B),

16 (C), and (D) of paragraph (1) have been met with re-

17 spect to the system, and

18 "(B) with respect to that system a waiver of cer-

19 tam requirements of title XVIII of the Social Security

20 Act has been approved on or before (and which is in

21 effect as of) the date of the enactment of the Social Se-

22 curity Act Amendments of 1983, pursuant to section

23 402(a) of the Social Security Amendments of 1967 or

24 section 222(a) of the Social Security Amendments of

25 1972.
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1 "(5) The Secretary shall approve the request of a State

2 under paragraph (1) with respect to a hospital reimbursement

3 coro1 system if—

4 "(A) the requirements of subparagraphs (A), (B),

5 (C), and (B) of paragraph (1) have been met with re-

6 spect to the system;

7 "(B) the Secretary determines that the system—

8 "(i) is operated directly by the State or by an

9 entity designated pursuant to State law,

10 "(ii) provides for payment of hospitals coy-

11 ered under the system under a methodology

12 (which sets forth exceptions and adjustments, as

13 well as any method for changes in the methodolo-

14 gy) by which rates or amounts to be paid for hos-

15 pital services during a specified period are estab-

16 lished under the system prior to the defined rate

17 period, and

18 "(iii) hospitals covered under the system will

19 make such reports (in lieu of cost and other re-

20 ports, identified by the Secretary, otherwise re-

21 quired under this title) as the Secretary may re-

22 quire in order to properly monitor assurances pro-

23 vided under this subsection;

24 "(C) the State has provided the Secretary with

25 satisfactory assurances that operation of the system
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1 will not resuJt in any change in hospital admission

2 practices which resuh in—

3 "(i) a significant reduction in the proportion

4 of patients (receiving hospital services covered

5 under the system) who have no third-party cover-

6 age and who are unable to pay for hospital serv-

7 ices,

8 "(ii) a significant reduction ,in the proportion

9 of individuals admitted to hospitals for inpatient

10 hospital services for which payment is (or is likely

11 to be) less than the anticipated charges for or

12 costs of such services,

13 "(iii) the refusal to admit patients who wouJd

14 be expected to require unusually costly or pro-

15 longed treatment for reasons other than those re-

16 lated to the appropriateness of the care available

17 at the hospital, or

18 "(iv) the refusal to provide emergency serv-

19 ices to any person who is in need of emergency

20 services if the hospital provides such services;

21 "(ID) any change by the State in the system which

22 has the effect of materially reducing payments to hos-

23 pitals can only take effect upon 60 days notice to the

24 Secretary and to the hospitals the payment to which is

25 likely to be materially affected by the change; and
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1 "(E) the State has provided the Secretary with

2 satisfactory assurances that in the development of the

3 system the State has consulted with local governmen-

4 tal officials concerning the impact of the system on

5 public hospitals.

6 The Secretary shall respond to requests of States under this

7 paragraph within 60 days of the date the request is submitted

8 to the Secretary.".

9 (d) Subsection (d) of such section, as added by section

10 110 of the Tax Equity and Fiscal Responsibility Act of 1982,

11 is amended—

12 (1) by striking out "section 1814(b)" in paragraph

13 (2)(A) and inserting in lieu thereof "subsection (b)",

14 and

15 (2) by redesignating the subsection as subsection

16 (j) and. transferring and inserting such subsection at the

17 end of section 1814 of the Social Security Act under'

18 the following heading:

19 "Elimination of Lesser-of-Cost-or-Charges Provision".

20 (e) Such section 1886 is further amended by adding at

21 the end the following new subsections:

22 "(d)(1)(A) Notwithstanding section 1814(b) but subject

23 to the provisions of section 1813, the amount of the payment

24 with respect to the operating costs of inpatient hospital serv-

25 ices (as defined in subsection (a)(4)) of a subsection (d) hospi-
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1 tal (as defined in subparagraph (B)) for inpatient hospital dis-

2 charges in a cost reporting period or in a fiscal year—

3 "(i) beginning on or after October 1, 1983, and

4 before October 1, 1986, is equal to the sum of—

5 "U) the target percentage (as defined in sub-

6 paragraph (0)) of the lesser of the hospital's

7 target amount for the cost reporting period (as de-

8 fined in subsection (b)(3)(A)), or the limitation es-

9 tablished under subsection (a) (determined without

10 regard to paragraph (2) thereof) for the period,

11 and

12 "(II) the DRG percentage (as defined in sub-

13 paragraph (0)) of the adjusted DRG prospective

14 payment rate determined under paragraph (2) or

15 (3) for such discharges; or

16 "(ii) beginning on or after October 1, 1986, is

17 equal to the adjusted DRG prospective payment rate

18 determined under paragraph (3) for such discharges.

19 "(B) As used in this section, the term 'subsection (d)

20 hospital' means a hospital located in one of the fifty States or

21 the District of Oolumbia other than—

22 "(i) a psychiatric hospital (as defined in section

23 1861(f)),

24 "(ii) a rehabilitation hospital (as defined by the

25 Secretary),
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1 "(iii) a hospital whose inpatients are predominant-

2 ly individuals under 18 years of age, or

3 "(iv) a hospital which has an average inpatient

4 length of stay (as determined by the Secretary) of

5 greater than 25 days;

6 and, upon request of a hospital and in accordance with regu-

7 lations of the Secretary, does not include a psychiatric or

8 rehabilitation unit of the hospital which is a distinct part of

9 the hospital (as defined by the Secretary).

10 "(0) For purposes of this subsection, for cost reporting

11 periods beginning, or discharges occurring—

12 "(1) on or after October 1, 1983, and before Octo-

13 ber 1, 1984, the 'target percentage' is 75 percent and

14 the 'DIRG percentage' is 25 percent;

15 "(ii) on or after October 1, 1984, and before Oc-

16 tober 1, 1985, the 'target percentage' is 50 percent

17 and the 'DRG percentage' is 50 percent; and

18 "(iii) on or after October 1, 1985, and before Oc-

19 tober 1, 1986, the 'target percentage' is 25 percent

20 and. the 'DRG percentage' is 75 percent.

21 "(2) The Secretary shall determine an adjusted DRG

22 prospective payment rate, for each inpatient hospital dis-

23 charge in fiscal year 1984 involving inpatient hospital serv-

24 ices of a subsection (d) hospital Oocated in an urban or rural
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1 area within a census division) for which payment may be

2 made under part A of this title, as follows:

3 "(A) DETERMINING ALLOWABLE INDIVIDUAL

4 HOSPITAL COSTS FOR BASE PERIOD.—The Secretary

5 shall determine the allowable operating costs of inpa-

6 tient hospital services for the hospital for the most

7 recent cost reporting period for which data are availa-

8 ble.

9 "(B) UPDATING FOR FISCAL YEAR 1984.—The

10 Secretary shall update each amount determined under

11 subparagraph (A) for fiscal year 1984 by—

12 "(i) updating for fiscal year 1983 by the esti-

13 mated average rate of change of hospital costs in-

14 dustry-wide between the cost reporting period

15 used under such subparagraph and fiscal year

16 1983, and

17 "(ii) projecting for fiscal year 1984 by the

18 applicable percentage increase (as defined in sub-

19 section (b)(3)(B)) for fiscal year 1984.

20 "(0) STANDARDIZING AMOUNTS.—The Secretary

21 shall standardize the amount updated under subpara-

22 graph (B) for each hospital by—

23 "(i) excluding an estimate of indirect medical

24 education costs,
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1 "(ii) adjusting for variations among hospitals

2 by area in the average hospital wage level, and

3 "(iii) adjusting for variations in case mix

4 among hospitals.

5 "(B) OoMPu'rING uRBAN AND RURAL AVERAGES

6 IN EACH CENSUS DIVISION.—The Secretary shall

7 compute an average of the standardized amounts deter-

8 mined under subparagraph (0) for each census dvi-

9 sion—

10 "(i) for all subsection (d) hospitals located in

11 an urban area in that division, and

12 "(ii) for all subsection (d) hospitals located in

13 a rural area in that division.

14 For purposes of this subsection, the term 'census divi-

15 sion' means one of the nine divisions, comprising the

16 fifty States and the District of Oolumbia, established by

17 the Bureau of the Oensus for statistical and reporting

18 purposes; the term 'urban area' means an area within

19 a Standard Metropolitan Statistical Area (as defined by

20 the Office of Management and Budget) or within such

21 similar area as the Secretary has recognized under

22 subsection (a) by regulation in effect as of January 1,

23 1983; and the term 'rural area' means any area outside

24 such an area or similar area.
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1 "(E) REDUCING FOR VALUE OF OUTLIER PAY-

2 MENTS.—The Secretary shall reduce each of the aver-

3 age standardized amounts determined under subpara-

4 graph (D) by a proportion equal to the proportion (esti-

5 mated by the Secretary) of the amount of payments

6 under this subsection based on DRG prospective pay-

7 ment rates which are additional payments described in

8 paragraph (5)(A) (relating to outlier payments).

9 "(F) MAINTAINING BUDGET NEUTRALITY.—The

10 Secretary shall adjust each of such average standard-

11 ized amounts as may be required under subsection

12 (e)(1)(B) for that fiscal year.

13 "(G) COMPUTING DRG-SPECIFIC RATES FOR

14 URBAN AND RURAL HOSPITALS IN EACH CENSUS DI-

15 VISION.—For each discharge classified within a diag-

16 nosis-related group, the Secretary shall establish a

17 DRG prospective payment rate which is equal—

18 "(i) for hospitals located in an.urban area in

19 a census division, to the product of—

20 "(1) the average standardized amount

21 (computed under subparagraph (D), reduced

22 under subparagraph (E), and adjusted under

23 subparagraph (F)) for hospitals located in an

24 urban area in that division, and
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1 "(II) the weighting factor (determined

2 under paragraph (4)(B)) for that diagnosis-re-

3 lated group; and

4 "(ii) for hospitals located in a rural area in a

5 census division, to the product of—

6 "U) the average standardized amount

7 (computed under subparagraph (B), reduced

8 under subparagraph (1), and adjusted under

9 subparagraph (F)) for hospitals located in a

10 rural area in that division, and

11 "(II) the weighting factor detennñeI

12 under paragraph (4)(B)) for that diagnosis-re-

13 lated group.

14 "(II) AThTUSTING FOR DIFFERENT AREA WAGE

15 LEvELS.—The Secretary shall adjust the proportion

16 (as estimated by the Secretary from time to time) of

17 hospitals' costs which are attributable to wages and

18 wage-related costs, of the DRG prosp.ective payment

19 rates computed under subparagraph (G) for area differ-

20 ences in hospital wage levels by a factor (established

21 by the Secretary) reflecting the relative hospital wage

22 level in the geographic area of the hospital compared

23 to the national average hospital wage level.

24 "(3) The Secretary shall determine an adjusted DRG

25 prospective payment rate, for each inpatient hospital dis-
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1 charge in a fiscal year after fiscal year 1984 involving inpa-

2 tient hospital services of a subsection (d) hospital for which

3 payment may be made under part A of this title, as follows:

4 "(A) UPDATING PREVIOUS STANDARDIZED

5 AMOUNTS.—The Secretary shall compute an average

6 standardized amount—

7 "(i) for fiscal years 1985, 1986, and 1987,

8 for hospitals located in a urban area within each

9 census division and for hospitals located in a rural

10 area within each census division, and

11 "(ii) for subsequent fiscal years, for hospitals

12 located in an urban area and for hospitals located

13 in a rural area,

14 equal to the respective average standardized amount

15 (or, for fiscal year 1988, the weighted average of the

16 respective average standardized amounts) computed for

17 the previous fiscal year under paragraph (2)(D) or

18 under this subparagraph, increased by the applicable

19 percentage increase under subsection (bX3)(B) for that

20 particular fiscal year.

21 "(B) REDUCING FOR VALUE OF OUTLIER PAY-

22 MENTS.—The Secretary shall reduce each of the aver-

23 age standardized amounts determined under subpara-

24 graph (A) by a proportion equal to the proportion (esti-

25 mated by the Secretary) of the amount of payments

HR 1900 RS



181

1 under this subsection based on DRG prospective pay-

2 ment amounts which are additional payments described

3 in paragraph (5)(A) (relating to outlier payments).

4 "(C) MAINTAINING BUDGET NEUTRALITY.—The

5 Secretary shall adjust each of such average standard-

6 ized amounts as may be required under subsection

7 (e)(1)(B) for that fiscal year.

8 "(B) COMPUTING DRG-SPECIFIC RATES FOR

9 T.TRBAN AND RT.TRAL HOSPITALS.—FOr each discharge

10 classified within a diagnosis-related group, the Secre-

11 tary shall establish a DRG prospective payment rate

12 for the fiscal year which is equal—

13 "(i) for hospitals located in an urban area

14 (and, if applicable, in a census division), to the

15 product of—

16 "(1) the average standardized amount

17 (computed under subparagraph (A), reduced

18 under subparagraph (B), and adjusted under

19 subparagraph (C)) for the fiscal year for hos-

20 pitals located in an urban area (and, if appli-

21 cable, in that division), and

22 "(II) the weighting factor (determined

23 under paragraph (4)(B)) for that diagnosis-re-

24 lated group; and
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1 "(ii) for hospitals located in a rural area

2 (and, if applicable, in a census division), to the

3 product of—

4 "U) the average standardized amount

5 (computed under subparagraph (A), reduced

6 under subparagraph (B), and adjusted under

7 subparagraph (0)) for the fiscal year for hos-

8 pitals located in a rural area (and, if applica-

9 ble, in that division), and

10 "(II) the weighting factor (determined

11 under paragraph (4)(B)) for that diagnosis-re-

12 lated group.

13 "(E) ADJUSTING FOB DIFFERENT AREA WAGE

14 LEVELS.—The Secretary shall adjust the proportion,

15 (as estimated by the Secretary from time to time) of

16 hospitals' costs which are attributable to wages and

17 wage-related costs, of the DRG prospective payment

18 rates computed under subparagraph (D) for area differ-

19 ences in hospital wage levels by a factor (established

20 by the Secretary) reflecting the relative hospital wage

21 level in the geographic area of the hospital compared

22 to the national average hospital wage level.

23 "(4)(A) The Secretary shall establish (and may from

24 time to time make changes in) a classification of inpatient

25 hospital discharges by diagnosis-related groups and a meth-
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1 odology for classifying specific hospital discharges within

2 these groups.

3 "(B) For each such diagnosis-related group the Secre-

4 tary shall assign (and may from time to time recompute) an

5 appropriate weighting factor which reflects the relative hos-

8 pital resources used with respect to discharges classified

7 within that group compared to discharges classified within

8 other groups.

9 "(5)(A)(i) The Secretary shall provide for an additional

10 payment amount (as determined by the Secretary) for a sub-

11 section (d) hospital for any discharge in a diagnosis-related

12 group the length of stay Of which exceeds by 30 or more days

13 the mean length of stay of discharges within that group.

14 "(ii) The Secretary shall provide for an additional pay-

15 ment amount (as determined by the Secretary) for a subsec-

16 tion (d) hospital for any discharge in a diagnosis-related

17 group—

18 "U) the length of stay of which exceeds by a

19 period (which may vary by diagnosis-related group) of

20 less than 30 days the mean length of stay for clis-

21 charges within that group or

22 "(II) which reflects extraordinarily or unusually

23 expensive costs relative to discharges classified within

24 that group,
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1 so that the total of the additional payments made under this

2 subparagraph for discharges in a fiscal year is not less than 4

3 percent of the total payments made based on DRG prospec-

4 tive payment rates for discharges in that year.

5 "(B) The Secretary shall provide for an additional pay-

6 ment amount for subsection (d) hospitals with indirect costs of

7 medical education, in an amount computed in the same

8 manner as the adjustment for such costs under regulations (in

9 effect as of January 1, 1983) under subsection (a)(2), except

10 that in the computation under this subparagraph the Secre-

11 tary shall use an educational adjustment factor equal to twice

12 the factor provided under such regulations.

13 "(O)(i) The Secretary shall provide for such exceptions

14 and adjustments to the payment amounts established under

15 this subsection as the Secretary deems appropriate to take

16 into account the special needs of public or other hospitals that

17 serve a significantly disproportionate number of patients who

18 have low income or are entitled to benefits under part A of

19 this title.

20 "(ii) The Secretary may provide (on a general, class, or

21 individual basis) for exceptions and adjustments to the pay-

22 ment amounts established under this subsection to take into

23 account the special needs of sole community hospitals. For

24 purposes of this section the term 'sole community hospital'

25 means a hospital that, by reason of factors such as isolated
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1 location or absence of other hospitals (as determined by the

2 Secretary), is the sole source of inpatient hospital services

3 reasonably available to individuals in a geographical area

4 who are entitled to benefits under part A.

5 "(iii) The Secretary shall provide by regulation for such

6 other exceptions and adjustments to such payment amounts

7 as the Secretary deems appropriate (including exceptions and

8 adjustments that may be appropriate with respect to public

9 and teaching hospitals and with respect to hospitals involved

10 extensively in treatment for and research on cancer).

11 "(iv) The Secretary may provide for such adjustments to

12 the payment amounts as the Secretary deems appropriate to

13 take into account the unique circumstances of hospitals locat-

14 ed in Alaska and Hawaii.

15 "(1D)(i) The Secretary shall estimate for each fiscal year

16 the amount of reimbursement made for services described in

17 section 1862(a)(14) with respect to which payment was made

18 under part B in the base reporting periods referred to in para-

19 graph (2)(A) and with respect to which payment is no longer

20 being made in the fiscal year.

21 "(ii) The Secretary shall provide for an additional pay-

22 ment for subsection (d) hospitals in each fiscal year so as

23 appropriately to reflect the net amount described in clause (i)

24 for that fiscal year.
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1 "(E) This paragraph shall apply only to subsection (d)

2 hospitals that receive payments in amounts computed under

3 this subsection.

4 "(6) The Secretary shall provide for publication in the

5 Federal Register, on or before the September 1 before each

6 fiscal year (beginning with fiscal year 1984), of a description

7 of the methodology and data used in computing the adjusted

8 DRG prospective payment rates under this subsection, in-

9 cluding any adjustments required under subsection (e)(1)(B).

10 "(7) There shall be no aiInhi'nistrative or judicial review

11 under section 1878 or otherwise of—

12 "(A) the determination of the requirement, or the

13 proportional amount, of any adjustment effected pursu-

14 ant to subsection (e)(1), and

15 "(B) the establishment of diagnosis-related groups,

16 of the methodology for the classification of discharges

17 within such groups, and of the appropriate weighting

18 factors thereof under paragraph (4).

19 "(e)(1)(A) For cost reporting periods of hospitals begin-

20 ning in fiscal year 1984 or fiscal year 1985, the Secretary

21 shall provide for such proportional adjustment in the applica-

22 ble percentage increase (otherwise applicable to the periods

23 under subsection (b)(3)(B)) as may be necessary to assure

24 that—
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1 "(i) the aggregate payment amounts otherwise

2 provided under subsection (d)(1)(A)(i)(I) for that fiscal

3 year for operating costs of inpatient hospital services of

4 hospitals,

5 are not greater or less than—

6 "(ii) the target percentage (as defined in subsec-

7 tion (d)(1)(O)) of the payment amounts which would

8 have been payable for such services for those same

9 hospitals for that fiscal year under this section under

10 the law as in effect before the date of the enactment of

11 the Social Security Act Amendments of 1983;

12 except that the adjustment made under this subparagraph

13 shall apply only to subsection (d) hospitals and shall nOt apply

14 for purposes of making computations under subsection

15 (d)(2)€B)(ii) or subsection (d)(3)(A).

16 "(B) For discharges occurring in fiscal year 1984 or

17 fiscal year 1985, the Secretary shall provide under subsec-

18 tions (d)(2)(F) and (d)(3)(C) for such equal proportional adjust-

19 ment in each of the average standardized amounts otherwise

20 computed for that fiscal year as may be necessary to assure

21 that—

22 "(i) the aggregate payment amounts otherwise

23 provided under subsection (d)(1)(A)(i)(ll) for that fiscal

24 year for operating costs of inpatient hospital services of

25 hospitals,

HR 1900 RS



188

1 are not greater or less than—

2 "(ii) the DRG percentage (as defined in subsection

3 (d)(1)(C)) of the payment amounts which would have

4 been payable for such services for those same hospitals

5 for that fiscal year under this section under the law as

6 in effect before the date of the enactment of the Social

7 Security Act Amendments of 1983.

8 "(2) The Secretary shall provide for appointment of a

9 panel of independent experts (hereinafter in this subsection

10 referred to as the 'panel') to review the applicable percentage

11 increase factor described in subsection (b)(3)(B) and make

12 recommendations to the Secretary on the appropriate per-

13 centage increase which should be effected for hospital inpa-

14 tient discharges under subsections (b) and (d) for fiscal years

15 beginning with fiscal year 1986. In making its recommenda-

16 tions, the panel shall take into account changes in the hospi-

17 tal market-basket described in subsection (b)(3)(B), hospital

18 productivity, technological and scientific advances, the qual-

19 ity of health care provided in hospitals, and long-term cost-

20 effectiveness in the provision of inpatient hospital services.

21 "(3) The panel, not later than the May 1 before the

22 beginning of each fiscal year (beginning with fiscal year

23 1986), shall report its recommendations to the Secretary on

24 an appropriate increase factor which should be used (instead

25 of the applicable percentage increase described in subsection
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1 (b)(3)(B)) for inpatient hospital services for discharges in that

2 fiscal year.

3 "(4) Taking into consideration the recommendations of

4 the panel, the Secretary shall determine for each fiscal year

5 (beginning with fiscal year 1986) the percentage increase

6 which will apply for purposes of this section as the applicable

7 percentage increase (otherwise described in subsection

8 (b)(3)(B)) for discharges in that fiscal year.

9 "(5) The Secretary shall cause to have published in the

10 Federal Register, not later than—

11 "(A) the June 1 before each fiscal year (beginning

12 with fiscal year 1986), the Secretary's proposed deter-

13 mination. under paragraph (4) for that fiscal year, and

14 "(B) the September 1 before such fiscal year, the

15 Secretary's final determination under such paragraph

16 for that year.

17 The Secretary shall include in the publication referred to in

18 subparagraph (A) for a fiscal year the report of the panel's

19 recommendations submitted under paragraph (3) for that

20 fiscal year.

21 "(6) The Secretary shall maintain, for a period ending

22 not earlier than September 30, 1988, a system for the report-

23 ing of costs of hospitals receiving payments computed under

24 subsection (d).
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1 "(0(1) The Secretary shall establish a system for moth-

2 toring admissions and discharges of hospitals receiving pay-

3 ment in amounts determined under subsection (b) or subsec-

4 tion (d) of this section. Such system shall use fiscal interme-

5 diaries, utilization and quality control peer review organiza-

6 tions with contracts under part B of title XI, and others to

7 review hospital admission and discharge practices and the

8 quality of inpatient hospital services provided for which pay-

9 ment may be made under part A of this title.

10 "(2) If the Secretary determines that a hospital, in order

11 to circumvent the payment method established under subsec-

12 tion (b) or (d) of this section, has taken an action that results

13 in the admission of individuals entitled to benefits under part

14 A unnecessarily, unnecessary multiple admissions of the same

15 such individuals, or other inappropriate medical or other

16 practices with respect to such individuals, the Secretary

17 may—

18 "(A) deny payment (in whole or in part) under

19 part A with respect to inpatient hospital services pro-

20 vided with respect to such an unnecessary admission

21 (or subsequent admission of the same individual), or

22 "(B) require the hospital to take other corrective

23 action necessary to prevent or correct the inappropriate

24 practice.
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1 "(3) The provisions of paragraphs (2), (3), and (4) of

2 section 1862(d) shall apply to determinations under para-

3 graph (2) of this subsection in the same manner as they apply

4 to determinations made under section 1862(d)(1).

5 "(g)(1) No payment may be made under this title for

6 capital-related costs of capital expenditures (as defined in sec-

7 tion 1122(g)) for inpatient hospital services in a State, which

8 expenditures occurred after the end of the three-year period

9 beginning on the date of the enactment of this subsection,

10 unless the State has an agreement with the Secretary under

11 section 1122(b) and, under the agreement, the State has rec-

12 ommended approval of the capital expenditures.

13 "(2) The Secretary shall provide that the amount which

14 is allowable, with respect to costs of inpatient hospital serv-

15 ices for which payment may be made under this title, for a

16 return on equity capital for subsection (d) hospitals (as de-

17 fined in subsection (d)(1)(B)) shall, for cost reporting periods

18 beginning on or after October 1, 1983, and before October 1,

19 1986, be equal to the target percentage (as defined in subsec-

20 tion (d)(1)(O)) of the amounts otherwise allowable under regu-

21 lations in effect on March 1, 1983. For cost reporting periods

22 beginning on or after October 1, 1986, the Secretary shall

23 not provide for any such return on equity capital for such

24 hospitals.".
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1 CONFORMING AMENDMENTS

2 SEC. 602. (a) Section 1153(b)(2) of the Social Security

3 Act is amended by adding at the end the following new sub-

4 paragraph:

5 "(0) The twelve-month period referred to in subpara-

6 graph (A) shall be deemed to begin not later than October

7 1983.".

8 (b) Sections 18 14(g) and 1835(e) of the Social Security

9 Act are each amended by inserting "(or would be if section

10 1886 did not apply)" after "section 1861(v)(1)(1D)".

11 (c) Section 1814(h)(2) of such Act is amended by strik-

12 ing out "the reasonable costs for such services" and inserting

13 in lieu thereof "the amount that would be payable for such

14 services under subsection (b) and section 1886".

15 (d)(1) The matter in section 1861(v)(1)(G)(i) of such Act

16 following subclause (III) is amended by striking out "on the

17 basis of the reasonable cost of" and inserting in lieu thereof

18 "the amount otherwise payable under part A with respect

19 to".

20 (2) Section 1861(v)(2)(A) of such Act is amended by

21 striking out "an amount equal to the reasonable cost of" and

22 inserting in lieu thereof "the amount that would be taken into

23 account with respect to".

24 (3) Section 1861(v)(2)(B) of such Act is amended by

25 striking out "the equivalent of the reasonable cost of".
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1 (4) Section 1861(v)(3) of such Act is amended by strik-

2 ing out "the reasonable cost of such bed and board furnished

3 in semi-private accommodations (determined pursuant to

4 paragraph (1))" and inserting in lieu thereof "the amount

5 otherwise payable under this title for such bed and board fur-

6 nished in semi-private accommodations".

7 (e) Section 1862(a) of such Act is amended—

8 (1) by striking out "or" at the end of paragraph

9 (12),

10 (2) by striking out the period at the end of para-

11 graph (13) and inserting in lieu thereof "; or", and

12 (3) by adding at the end the following new para-

13 graph:

14 "(14) which are other than physicians' services

15 and which are furnished to an individual who is an in-

16 patient of a hospital by an entity other than the hospi-

17 tal, unless the services are furnished under arrange-

18 ments (as defined in section 186 1(w)(1)) with the entity

19 made by the hospital.".

20 (0(1) Section 1866(a)(1) of such Act is amended—

21 (A) by striking out "and" at the end of subpara-

22 graph ED),

23 (B) by striking out the period at the end of sub-

24 paragraph (E), and
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1 (0) by adding at the end the following new sub-

2 paragraphs:

3 "(F) in the case of hospitals which provide inpa-

4 tient hospital services for which payment may be made

5 under subsection (c) or (d) of section 1886, to maintain

6 an agreement with a utilization and quality control

7 peer review organization (which has a contract with

8 the Secretary under part B of title Xl) under which

9 the organization will perform functions under that part

10 with respect to the review of admissions, discharges,

11 and quality of care respecting inpatient hospital serv-

12 ices for which payment may be made under part A of

13 this title,

14 "(G) in the case of hospitals which provide inpa-

15 tient hospital services for which payment may be made

16 under subsection (b) or (d) of section 1886, not to

17 charge any individual or any other person for inpatient

18 hospital services for which such individual would be

19 entitled to have payment made under part A but for a

20 denial or reduction of payments under section 1886(f),

21 and

22 "(H) in the case of hospitals which provide inpa-

23 tient hospital services for which payment may be made

24 under section 1886(d), to have all items and services

25 (other than physicians' services) (i) that are furnished
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1 to an individual who is an inpatient of the hospital, and

2 (ii) for which the individual is entitled to have payment

3 made under this title, furnished by the hospital or oth-

4 erwise under arrangements (as defined in section

5 1861(w)(1)) made by the hospital.".

6 (2) The matter in section 1866(a)(2)(B)(ii) of such Act

7 preceding subclause (I) is amended by inserting "and except

8 with respect to inpatient hospital costs with respect to which

9 amounts are payable under section 1886(d)" after "(except

10 with respect to emergency services".

11 (g) Section 1876(g) of such Act is amended by adding at

12 the end the following:

13 "(4) A risk-sharing contract under this subsection may,

14 at the option of an eligible organization, provide that the Sec-

15 retary—

16 "(A) will reimburse hospitals either for the rea-

17 sonable cost (as determined under section 1861(v)) or

18 for payment amounts determined in accordance with

19 section 1886, as applicable, of inpatient hospital serv-

20 ices furnished to individuals enrolled with such organi-

21 zation pursuant to subsection (d), and

22 "(B) will deduct the amount of such reimburse-

23 ment for payment which would otherwise be made to

24 such organization.".

25 (h)(1) Section 1878(a) of such Act is amended—
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1 (A) by inserting "and (except as provided in sub-

2 section (g)(2)) any hospital which receives payments in

3 amounts computed under section 1886(d) and which

4 has submitted such reports within such time as the

5 Secretary may require in order to make payment under

6 such section may obtain a hearing with respect to such

7 payment by the Board" after "subsection (h)" in the

8 matter before paragraph (1),

9 (B) by inserting "(i)" after "(A)" in paragraph

10 (1)(A),

11 (C) by inserting "or" at the end of paragraph

12 (1)(A) and by adding after such paragraph the follow-

13 ing new clause:

14 "(ii) is dissatisfied with a final determination

15 of the Secretary as to the amount of the payment

16 under section 1886(d),", and

17 (D) by striking out "(1)(A)" in paragraph (3) and

18 inserting in lieu thereof "(1)(A)(i), or with respect to

19 appeals under paragraph (1)(A)(ii), 180 days after

20 notice of the Secretary's final determination,".

21 (2) Section 1878(g) of such Act is amended by inserting

22 "(1)" after "(g)" and by adding at the end the following new

23 paragraph:

24 "(2) The determinations and other decisions described in

25 section 1886(d)(7) shall not be reviewed by the Board or by
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1 any court pursuant to an action brought under subsection (0

2 or otherwise.".

3 (3) The third sentence of section 1878(h) of such Act is

4 amended striking out "cost reimbursement" and inserting in

5 lieu thereof "payment of providers of services".

6 (i) The first sentence of section 1881(b)(2)(A) of such

7 Act is amended by inserting "or section 1886 (if applicable)"

8 after "section 1861(v)".

9 (j) Section 1887(a)(1)(B) of such Act is amended by in-

10 serting "or on the bases described in section 1886" after "on

11 a reasonable cost basis".

12 REPORTS, EXPERIMENTS AND DEMONSTRATION PBOJECTS,

13 AND INTENT OF CONGRESS RESPECTING TBEATMENT

14 OF NEW CAPITAL EXPENDITURES

15 SEC. 603. (a)(1) The Secretary of Health and Human

16 Services (hereinafter in this title referred to as the "Secre-

17 tary") shall study and report to the Congress at the end of

18 1983 on—

19 (A) the method by which capital-related costs as-

20 sociated with inpatient hospita1 services can be includ-

21 ed within the prospective payment amounts computed

22 under section 1886(d) of the Social Security Act,

23 (B) payment with respect to a return on equity

24 capital for hospita1s receiving payments under such

25 section, and
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1 (0) the impact on skilled nursing facilities of hos-

2 pital prospective payment systems, and recommenda-

3 tions concerning payment of skilled nursing facilities.

4 (2)(A) The Secretary shall study and report annually to

5 the Oongress at the end of each year (beginning with 1984

6 and ending with 1987) on the actual impact, of the payment

7 methodology under section 1886(d) of the Social Security Act

8 during the previous year, on individual hospitals, classes of

9 hospitals, beneficiaries, and other payors for inpatient hospi-

10 tal services, and, in particular, on the impact of computing

11 averages by census division, rather than on a national aver-

12 age basis. Each such report shall include such recommenda-

13 tions for such changes in legislation as the Secretary deems

14 appropriate. The Oomptroller General shall review and com-

15 ment on the adequacy of each of the reports with respect to

16 their analysis of the impact of the payment methodology

17 under section 1886(d) of the Social Security Act.

18 (B) During fiscal year 1984, the Secretary shall begin

19 the collection of data necessary to compute the amount of

20 physician charges attributable, by diagnosis-related groups,

21 to physicians' services furnished to inpatients of hospitals

22 whose discharges are classified within those groups. The Sec-

23 retary shall include, in annual report to Oongress under sub-

24 paragraph (A) for 1984, recommendations on the advisability

25 and feasibility of providing for determining the amount of the
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1 payments for physicians' services furnished to hospital inpa-

2 tients based on the DRG classification of the discharges of

3 those inpatients.

4 (C) In the annual report to Congress under subpara-

5 graph (A) for 1985, the Secretary shall include the results of

6 studies on—

7 (i) the feasibility and impact of eliminating or

8 phasing out separate urban and rural DRG prospective

9 payment rates under paragraph (3) of section 1886(d)

10 of the Social Security Act;

11 (ii) whether and the method under which hospi-

12 tals, not paid based on amounts determined under such

13 section, can be paid for inpatient hospital services on a

14 prospective basis as under such section;

15 (iii) the appropriateness of the factors used under

16 paragraph (5)(A) of such section to compensate hospi-

17 tals for the additional expenses of outlier cases;

18 (iv) the feasibility and desirability of applying the

19 payment methodology under such section to payment

20 by all payors for inpatient hospital services; and

21 (v) the impact of such section on hospital admis-

22 sions and the feasibility of making a change in the

23 DRG prospective payment rates or requiring preadmis-

24 sion certification in order to minimize the incentive to

25 increase admissions.
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1 (D) In the annual report to Congress under subpara-

2 graph (A) for 1986, the Secretary shall include the results of

3 a study examining the overall impact of State systems of hos-

4 pital payment (either approved under section 1886(c) of the

5 Social Security Act or under a waiver approved under sec-

6 tion 402(a) of the Social Security Amendments of 1967 or

7 section 222(a) of the Social Security Amendments of 1972),

8 particularly assessing such systems' impact not only on the

9 medicare program but also on the medicaid program, on pay-

10 ments and premiums under private health insurance plans,

11 and on tax expenditures.

12 (b)(1) Except as provided in paragraph (2), the amend-

13 ments made by this title shall not affect the authority of the

14 Secretary to develop, carry out, or continue experiments and

15 demonstration projects.

16 (2) The Secretary shall provide that, upon the request of

17 a State which has a demonstration project, for payment of

18 hospitals under title XV]H of the Social Security Act ap-

19 proved under section 402(a) of the Social Security Amend-

20 ments of 1967 or section 222(a) of the Social Security

21 Amendments of 1972, which (A) is in effect as of March 1,

22 1983, and (B) was entered into after August 1982, the terms

23 of the demonstration agreement shall be modified so that the

24 demonstration project is not required to maintain the rate of
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1 increase in medicare hospital costs in that State below the

2 national rate of increase in medicare hospital costs.

3 (c) It is the intent of Congress that, in implementing a

4 system for including capital-related costs under a prospec-

5 tively determined payment rate for inpatient hospital serv-

6 ices, costs related to capital projects initiated on or after

7 March 1, 1983, may be distinguished and treated differently

8 from costs of projects initiated before such date.

9 EFFECTIVE DATES

10 SEC. 604. (a)(1) Except as provided in paragraph (2),

11 the amendments made by this title apply to items and serv-

12 ices furnished by or under arrangements with a hospital be-

13 ginning with its first cost reporting period that begins on or

14 after October 1, 1983. A change in a hospital's cost reporting

15 period that has been made after November 1982 shall be

16 recognized for purposes of this section only if the Secretary

17 finds good cause for that change.

18 (2)(A) Section 1866(a)(1)(F) of the Social Security Act

19 (as added by section 602U)(1)(C) of this title) takes effect on

20 October 1, 1984, and section 1862(a)(14) (as added by sec-

21 tion 602(e)(3) of this title) and sections 1886(a)(1) (G) and (III)

22 of such Act (as added by section 602(f)(1)(C) of this title) take

23 effect on October 1, 1983.

24 (B) The Secretary may provide that, during the period

25 ending October 1, 1986, the provisions of sections
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1 1862(a)(14) and 1866(a)(1)(I1I) of the Social Security Act

2 shall not apply to services furnished in hospitals that can

3 demonstrate that their billing practice prior to October 1,

4 1982, was to bill for such services independent of the hospital

5 payment.

6 (b) The Secretary shall make an appropriate reduction

7 in the payment amount under section 1886(d) of the Social

8 Security Act (as amended by this title) for any discharge, if

9 the admission has occurred before a hospital's first cost re-

10 porting period that begins after September 1983, to take into

11 account amounts payable under title XVIII of that Act (as in

12 effect before the date of the enactment of this Act) for items

13 and services furnished before that period;

14 (c)(1) The Secretary shall cause to be published in the

15 Federal Register a notice of the interim final DRG prospec-

16 tive payment rates established under subsection (d) of section

17 1886 of the Social Security Act (as amended by this title) no

18 later than September 1, 1983, and allow for a period of

19 public comment thereon. The DRG prospective payment

20 rates shall become effective on October 1, 1983, without the

21 necessity for consideration of comments received, but the

22 Secretary shall, by notice published in the Federal Register,

23 affirm or modify the amounts by December 31, 1983, after

24 considering those comments.
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1 (2) A modification under paragraph (1) that reduces a

2 DRG prospective payment rate shall apply only to discharges

3 occurring after 30 days after the date the notice of the moth-

4 fication is published in the Federal Register.

5 (3) Rules to implement subsection (d) of section 1886 of

6 the Social Security Act (as so amended) shall, and excep-

7 tions, adjustments, or additional payment amounts under

8 paragraph (5) of such subsection may, be established in ac-

9 cordance with the procedure described in this subsection.

Passed the House of Representatives March 9, 1983.

Attest: BENJAMIN J. GUTBIRIE,

Clerk.
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