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96TH CONGRESS
2D SESSION

IN TIIIE SENATE OF THIE uNITED STATES

JANUARY 31 (legislative day, JANUARY 3), 1980

Ordered to be printed as passed with Senate amendments
[Strike out all after the enacting clause and insert the part printed in italic]

AN ACT
To amend title II of the Social Security Act to provide better

work incentives and improved accountability in the disability
insurance program, and for other purposes.

1 Be it enacted by the Senate and Hou.se of Representa-

2 tives of the United States of America in Congress assembled,

3 That hi.s Ae with he following table of oontontp, &y be

4 cited as the "Dioability Inouranoo Arncndinpnt of 1979".
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TA44M 4I' CONTENTS

ee74Sbo#title7
0; Limitation on total family benefits in disability easet

$et & Reduction in somber of drop-ont years fec younger disabled workers.
ee 4 Work ineenti.ve—SGA demonstration proj cot.
Set & Extraordinary work expenses dee to severe disability;
See & Provision of trial work period for disabled widows and widowers; extension

of entitlement to disability insuranee and related benefits.
5007 q Elimination of requirement that months in medicare waiting period be

eonseeatii'e
5007 & Disability determinations; Federal review of State agency allowances.
5007 0; Information to aeeompany Seereter4 decisions as to claimant's rights.
5007 40; Limitation on prospeetive effeet of applieatien7
5007 4-h Limitation on eoert retnand*
5007 4-0; Time limitations for deeisions on benefit elaims.
5007 4-0; Vocational rehabilitation services for disabled individuals.
5007 4-4- Continued payment of benefits to individuals under vocational rehabiitatien
See 4+ Payment for existing medieal evidenee7
Set 4+ Payment of eertain travel e*pensos
See 4-V- Periodic review of disability determinations.

1 LIMITATION ON TOTAL FAMILY DDN13FITO fN DIDABILITY

2

3 Srrn.&(a)Seetion2O8(a4oftheSooialSccurityAetis

4 amended

5 444 by striking out "except as provided by para

6 graph 4W in pafagraph (4) (in the matter preceding

7 oubparagraph (A)) and inserting in lieu thereof "except

8 as provided by paragraphs (8) and (6F

9 (2) by rede@ignating pal2agntphs (64y 4Th and (8) as

10 paragraphs (q-) (8)1 and (94 cespeetiiely and

11 (8) by inse#ing after paragraph (5) the following

12 new paragraph

13 46) Notwithstanding any of the preceding provinion@ of

14 this subsection othec than paragraphs (3)(A), (3)(C), and (5)

15 (but subject to seetion 24-5(i$2)(M(ii))1 the total monthly
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1 benefits e which hcnofieiaric2 ny be entitled under 3eotion

2 4 223 for &iiy month o he bai of he wagot 4

3 o1f employment income of an individual entitled o disability

4 inuranee bencfit (whether or no ueh total bcnefit re oh-

5 erwic ubjcct e ceduetioi tinder tluio ub@cetion bi4 iii lion of

6 any reduction under this uboeetion which would othcrwie

7 be applicable) shall be reduced (before the application of eee-

8 tien 224) to the smaller of

9 "(A) 80 percent of such individual's average iii-

10 dexcd monthly e rninge er 400 percent of hie primary

11 insurance amount, if larger), or

12 "(B) 4-50 percent of such individual't primary in-..

13 surance amount.".

14 (b)(1) Section 203(a)(2)(D) of such Aet in amended by

15 striking otit "paragraph (-74- and inserting in lion thereof

16 "paragraph (8)".

17 2) Section 203(a)(8) of such Act, aa redesignated by

18 subsection (a)(2) of thia section, in amended by striking e'&

19 "paragraph 46)!' and inserting in lien thereof "paragraph

20 (7)".

21 (84 Section 215(i)(2)(A)(ii)(JTE) of such Aet in amended

22 by striking en% "section 203(a) (6) and 74!. and inserting in

23 lien thereof "section 203(a) (-74 and (8)".

24 (4) Section 215(i)(2)(D) of such Aet in amended by

25 adding at the end thereof the following new sentence: "Not
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1 withstanding the preecding sentence, tteh revision of maxi

2 mum family beneitt shall be subject to paragraph (6) of eee-

3 tien 203(a) (as added by section 2(a)(3) of the Disability lii-

4 surance Amcndments of 4-97-9)-

5 (e) The amendments made by this seetion shall apply

6 only with respect to monthly benefits payable on the basis of

7 the wages and self -enip1eneet ineeme of on individual

8 whosc initial eligibility for benefits (determined under see-

9 tions 215(a)(3)(B) and 216(aX2)(A) of the Social Security

10 Act, as applied for this pnrpos) begins after 1978, and

11 whose initial entitlement to disability insurance benefits (with

12 respect to the period of disa.bility involved) begins after 1979.

13 REDIJOTION fN NUMBER F DROPOUT YEARS FØ

14 o&nn DItE)ABLED WORKERO

15 Snc. & (a) Section 215(b)(2)(A) of the Social Security

16 Aet is amended to read as follows:

17 "(2)(A) The number of en individual's benefit oomputa

18 tien years equals the number of elapsed years reduced

19 i) in the ease of an indivi4*al who is entitled to

20 old-age inseranee benefits (enee$ as provided in the

21 second sentence of this subparagraph), or who has

22 died, by yeoce and

23 4ii) in the ease of on individual who is entitled to

24 disability insuranee bcnefit by the number of ycara

25 equal to one—fifth of such indi4dtiaV-s elapsed years
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1 (dircgarding an.y resulting fractional part of a year),

2 b±t iet by morc than years.

3 Clause (ii once applicable with respect to any individual,

4 shall continue to apply for purposes of determining ouch mdi—

5 vidual's primary insurance amount after his attainment of age

6 65 or any subsequent eligibility for disability insurance

7 fits unless prior to the month in which he attains ouch age or

8 becomes so eligible there occurs a porioI of at hast 44 eon-

9 sceutive months for which he was net entitled to a disability

10 insurance benefit. 14 an individual described in elause (4i is

11 determined in aeeordonee with regulations of the Secretary to

12 have been responsible for providing (and to have provided)

13 the principal eare of a child (of such individual or his or her

14 spouse) under the age of 6 throughout more than 6 fu4l

15 months in any calendar year which is included in such mdi

16 vidual's elapsed years, but which is net disregarded pursuant

17 to clause (ii or to subparagraph (B) (in determining ouch mdi

18 vidual's benefit computation years) by reason of the reduction

19 in the number of soeh individual's elapsed years under clause

20 (ii4 the number by which soeh elapsed years are reduced

21 under this subparagraph pursuant to clause (ii) shall be in-

22 creased by one (up to a eobine4 total net exceeding 5) for

23 each such calendar yoar- except that GE no calendar year

24 shall be disregarded by reason of this sentence (in determin

25 ing such ind dual' benefit computation years) unless the
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1 individual pfevided such eate throughout more than fi4l

2 months iF such year, G14 the partioula calendar years to be

3 disregarded under this sentence is determining such benefit

4 computation years) shall be those years (not otherwise

5 garded under clause (i4) fof which the teta4 of sueh

6 ual's wages and self employment ineeme aftcr adjustment

7 under paragraph ( is the sniallest and (IJ4 this sentence

8 shall apply only to the cxtent that its application would rcsult

9 in a highcr primary insiwanee amount. The number of o,

10 individual's benefit computation years as determined under

11 this subparagraph shall is no ease be less than 2

12 Section 223(a)(2) of such Act is amended by insert

13 ing "and section 216(b)(2)(A)(ii)" aftef seetien 202(g)" is

14 the fist sentence.

15 (e) The amendments made by this section shall apply

16 only with respect to monthly benefits payable on the basis of

17 the wages and self employment income of o, individual

18 whose initial entitlement to disability insurance benefits (with

19 respect to the period of d4&abi4i.ty i olve4 begins en Of after

20 January 4-7 4-98G efeept that the thifd sentence of section

21 2-16(b)(2)(A) of the Social Security Aet (as added by such

22 amendments) shall apply o4y with respect to monthly

23 fits payable foi months aftef Decembef 4-980w
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1 WORK INCENTIVE OCA DEMONOTRATION PROJECT

2 SEe. 4; (a) The Commiasionor of Social Security shall

3 develop and carry oat experiments and demonstration proj

4 eMs dcsigned to determine the relative advantages and disad

5 vantages of various alternative methods of treating the work

6 activity of disabled beneficiaries under the old age, survivors,

7 and disability insurance program, including such methods as

8 a reduction in benefits based on earnings, designed to eneour

9 age the return to work of disabled beneficiaries to the end

10 that savings wilI accrue to the Trust Funds.

11 (}J) The experiments and demonstration projects devel

12 oped under subsection (a) shall be of sufficient seope and shall

13 be carried oat on a wide enough scale to permit a thorough

14 evaluation of the alternative methods under consideration

15 while giving assurance that the results derived from the e*-

16 periments and projects will obtain generally in the operation

17 of the disability insurance program without committing such

18 program to the adoption of any prospective system either lo-

19 eally oc nationally.

20 (e) In the ease of any experiment o demonstration proj

21 eM under subsection (a)7 the Secretary may waive compliance

22 with the benefit requirements of titles 14 and XVTI]I of the

23 Social Security AM insofar as is necessary Mt a thorough

24 evaluation of the alternative methods under consideration. No

25 such experiment ot project shall be actually placed in oper
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1 ation unlcss t let ninety days prior thereto written

2 report, prepared fef purposes of notification an4 information

3 ei4y ond containing a full ond complete description thcreof,

4 has been transmitted by the Commissioner of Social Security

5 to the Committee on W-ay9 ond Means of the House of Rep

6 resentptjyes and to the Committee on Finance of the Senate.

7 Periodic reports on the progress of nueh experiments and

8 demonstration projects sha14 be submitted by the

9 sioncr to sueh committees. leii appropriate, ueh reports

10 shall include detailed recommendations far changes ft admin

11 istration of law- of both, to carry out the objectives stated in

12 ubscctiona

13 4) The Commissioner of Socini Security shall submit to

14 the Congress no later than January 4- 1983, ft fnial report Oft

15 the experiments and demonstration projects carried out under

16 thie section together with any related data and materials

17 which he may consider appropriate.

18 (e Section 204 of the Social Seew4ty 4$ io amended by

19 adding at the end thereof the following new subsection:

20 !4J Expenditures made for experiments and

21 tion projects under seetion 4 of the Disability Insurance

22 Amendments of 1979 shall be made from the Federal Pie-

23 ability Insurance Tnist Fund and the Federal Old Age and

24 Survivors Insurance Trust Fund, as determined appropriate

25 by the Secretary.".
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1 EXPILAOIIDINARY WORK EXPENSES B+ P0 SEVERE

2 DISABILITY

3 So. Section 223(d)(4) of he Social Security Aet i

4 amcndcd by inorting after he third entoncc he following

5 ew entonoe: 4ii determining whether individual ie tble

6 e engage in ub@tantial gainful activity by reason of hio earn

7 ing, whore hio di3ability ie fieie4y novere e rcult in

8 functional limitation requiring aaitanoo in order fe hini e
9 work, there shall be excluded from such oarning@ amount

10 equal e he eeet (to the individual) of on.y attendant eoie

11 ervice, medical dcviec, equipment, prothce, a4 similar

12 items ai4 3crvice (fiot including routine drugs o routine

13 medical crvicc unlo Guch drugs e crvices ote ncceoary

14 fete the control of the diab1ing condition) which oie neeooary

15 fete thet purpose, whcthei o net ueh aaitanoc ie a4ee

16 needed to enable hiffi to carry otit hio normal daily

17 function@.".

18 PROVISION OF TRIAL WORK PERIOD F0 DISABLED

19 WIDOWS * WIDOWERS; EXTENSION OF ENTITLE

20 MENT P0 DISABILITY INSURANCE AND RELATED

21 BENEFITS

22 SEc. (a)(1) Section 222(c)(1) of the Social Security

23 Aet ie amended by striking etit "section 2 o 202(d)" and

24 inserting in 1ie thcrcof "section 223, 202(d), 202(e), o
25 202(0".
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1 (2 Section 222(e)(3) of sueh Aet io amended by striking

2 ei±t the period et the end of the fitot sentonee and inserting in

3 lien thereof e in the ease of an individual entitlcd to

4 widow's o widoweiLs inotwanee benefits under section 202.

5 (e) e who became entitled to eneb benefits prior to attain-

6 ing age O7 with the month in which iuch individual becomes

7 so entitled.".

8 (S The amendments made by this subsection shall apply

9 with respoet to iiividnals whose disability has not been do-

10 terminod to have eeased prior to the dote of the enactmeiit of

11 thisAet7

12 (b)(1)(A) Section 223(a)(1) of stteh Aet is amended by

13 striking ei±t the period at the end of the first sentence and

14 inserting in lien thereof if lotef (and subjoot to subsection

15 (e)) the fifteenth month fellowing the end of such individual's

16 trial work period detefnuined by application of section

17 2-22(e)(4)(A).".

18 (B Section 2O2d44)(4) of snob Aet is amended by

19

20 (t) and GI4) fpeetively

21 (ii by insefting he latef of (i immediately

22 before "the third mo•n•tWi. 4

23 (iii) by striking oat (if later)" and inserting in

24 lien thereof the felle-wingi. "-(or, if late and subject to

25 section 223(e) the fifteenth month following the end of
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1 @ueh individua1' tcia4 wefk period determined by

2 cation of cction 222(e)(4)(A)), Of (ii)".

3 (4 Section 2.024e)(-13 of atieb Aet io amended by triking

4 ot the period at the end and inserting in liea thercof the

5 following: if later (and subject to eetion 223(o)), the

6 fifteenth month following the end of such individual'n tf4a1

7 work pcriod dotefmined by application of cction

8 222(c)(4)(A).".

9 (P4 Section 202(f)(-1-) of such Aet ie amended by striking

10 oi±t the porind at the end and inserting in hea thereof the

11 following: if later and subject to section 223(e)), the

12 fifteenth month following the end of such individual's trial

13 work period determined by applieMioo of section

14 222(c)(4)(A).".

15 (24 Section 2-3 of such Aet ie amended by adding at the

16 end thereof the fol4owing new subsection:

17 -(e No benefit shall be payable under subsection (4 (e)

18 of (4) of section 2O Of under subsection (a)(1) to an individual

19 fef an month after the thifd nien.th in which he engages in

20 substantial gainful activity during the 15 month period fol-

21 lowing the end of his n4al work period deteffflined by applica

22 tion of section 222(c)(4)(A).".

23 (4 Section 226(b) of such Aet is amended

24 (4) by fftriking out "ending with the month" in

25 the matter following pafagfaph (2) and inserting in lien
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1 thercof "ending (subject to the last scntcnee of this

2 subsection) with the month" asd

3 (B) by adding at the end thereof the following

4 new scntencc: "For purposcs of this subsection, an in-

5 divid.u.al who has had a period of ti4al work which

6 ended as provided in section 222(c)(4)(A), and whose

7 entitlement to benefits Of status as a qualified railroad

8 retirement beneficiary as described in paragraph (2 has

9 subsequently te mate, hal1 ho deemed to ho entitled

10 to such benefits e to occupy such status (notwith

11 standing the termination of such entitlement Of status)

12 fOf the period of consecutive months throughout all of

13 which the physical Of mental impairment, en which

14 such entitlement Of status was based, continues, hot

15 not in excess of 24 such months.".

16 (4) The amendments made by this subsection shall apply

17 with respect to inthviduaL whose disability Of blindness

18 (whichever may ho applicable) has not been determined to

19 have ceased prior to the date of the enactment of this Aet

20 ELIMINATION ØP REQUIREMENT ThAT MONTII fN

21 MEDICARE W*++N PERIOD nn OONCEOUTIVE

22 Sno. 7- (a)(1)(A) Section 226(b)(2) of the Social Security

23 Aet is amended by striking o*t eonsecutive" in clauses (A)

24 a(B)7
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1 (B Scetion 226(b) of such Aet i further amended by

2 striking otit "consecutive" i the matter following paragraph

3247

4 24 Section 1811 of such Aet i amended by striking ei.+t

5 - COflSCCUuvu

6 (.3) Section 1837(g)(1) of such Aet i amended by strik

7 i.ng ant "consecutive".

8 (.4) Section 7(d)(2)(ii) of the Railroad Retirement Aet of

9 1974 i amended by striking ant "consecutive" each place it

10 appears.

11 (.b) Section 6 of the Social Security Aet i amended

12 by rcdesignating subsection ( a subsection (gh and by in-

13 scrting after subsection 4e) the following new subsection:

14 -) Fec purposes of subsection (.b) (.and fec purposes of

15 section 1837(g)(1) of thin Aet and section 7(d)(2)(ii) of the

16 Railroad Retirement Aet of 1974), the 24 months fec which

17 an individual has to have been entitled to specified monthly

18 benefits on the basis of disability in order to become entitled

19 to hospital insurance benefits on such basis effective with any

20 particular month (ec to be deemed to have enrolled in the

21 supplementary medical insurance program, on the basis of

22 such cntitlcment, by reason of section 1837(f)), where such

23 individual hod been entitled to specified monthly benefits of

24 the same type during a previous period which terminated
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-444 more than 60 months before that particular

month in any ease where such monthly benofit were

of the type specified in clause (A)(i) (B) of subüootion

(b)(2, e

.-424 more than 84 months before that particular

month in any ease where such monthly benefits wore

of the type specified in clause (A)(ii) øf (A)(iii) of such

subsection,

shall net include any month which occurred during ueh pe-

vious period.".

(e) Phe amendments made by this section shall apply

with respect to hospital insurance Of supplementary medical

insurance benefits fef months after the month in which thie

Aet is enacted.

DIOADILIT flhiVP1i1MTT iiT:ONU; F1WtAL BIWIEW

UTATE ACENOY ALLOWAN0B

Sic. & (a) Section 221(a) of the Social Security Aet is

amended to read as follows:

"(a)(1) In the ease of any individual, the dotonnination

of whether Of not he is under a disability (an dofinod in

tten 216(i) of 223(d)) and of the day such disability began,

and the determination of the 4ay on which such disability

ceases, shall he made by a State agency in any State that

notifies the Secretary in writing that it wishes to make such

disability determinations commencing with such month as the

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25



15

1 Secretary and the State agree upon, bu only if (A the See

2 rctary has fiet, found, under ouboection (b)(1), that the State

3 agcney has oubotantially failed to make dinability determina

4 tiono in accordance with the applicable provioiono of thie eee-

5 tien e rulco iaoucd thereunder, aid the State has net

6 notificd the Secretary, under oubooction (b)(2), that it doeo

7 net 'vioh to make ouch doterminationo. M the Secretary once

8 makeo the finding deocribod in clauoe (A of the preceding

9 oentoncc, Of the State giveo the notice referred to in clauoo

10 GB4 of ouch oentenee, the Secretary *nay thereafter determine

11 whether (and, if so7 beginning with which month and under

12 what conditiono) the State ay make again dioabiity doter

13 minationo under thie paragraph.

14 The dioability detorminationo doocribed in para

15 graph -1-) made by a State agency ohall be made in accord

16 anoc with the pertinent provioiono of thie title and the otand

17 ads and criteria contained in rcgulationo Of other written

18 guidelineo of the Secretary pertaining to mattoro ouch as

19 ability determinationo, the claoo claoc of individualo with

20 reopect to which a State ay make dioabiity doterminationo

21 if it doco net wish to do so with respect to all individuals in

22 the State), and the conditions under which it m&y choose not

23 to make a14 ouch determinations. hi addition, the Secretary

24 shall promulgate regulations specifying, in ouch detail as he

25 deems appropriate, performance standards and administrative
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1 reguirmcnts an4 proccduro9 to be followed ifi performing the

2 disability determination function i ordcr to assure effpçtivc

3 o4 uniform administration of the disability insuracc po
4 gram throughout the United States. '4he regulations may, fof

5 example, specify matters such as

6 --(-A) the administrative structure and the relation

7 ship between various units of the State agency rospon

8 sibic fo disability determinations,

9 "(B) the physical location of an4 relationship

10 among agency taff units, and other individuals ei e

11 ganizations performing tasks fo the State agency, a*4

12 standards fo the availability to applicants aod bonefi

13 ciarics of facilities fo making disability determinations?

14 -4Q4 State agency performance criteria, including

15 the Me of accuracy of decisions, the time periods

16 within which determinations must be made, the proec.

17 dures fo and the scope of review by the Secretary,

18 he finds appropriate, by the State, of ito pe
19 formanee in individual cases and in classes of oases,

20 aRd rules governing access of appropriate Federal offi-

21 eials to State offices and to State records relating to i
22 administration of the disability determination function,

23 "(B) fiscal control procedures that the State

24 agency tnay be required to adopt,
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1 -444 the submission of reports and other dnta, in

2 such form and at such time as the Secretary may e-
3 guire, concerning the State agency's activities relating

4 to the disability determination prooeas and

5 any other rules designed to facilitate, ei eon-

6 trel ei assure the equity and uniformity of the State's

7 disability determinations.".

8 b) Section 2-21(b) of such Aet is amended to read as

9 follows:

10 {b)(1-) If the Secretary finda, aftcr notice and

11 tunity fef a hearing, that a State agency is substantially fai4.

12 ing to make disability determinations in a manner consistent

13 with his regulations and other written guidc1inos, the Score-

14 tary shall, net earlier than 4-80 days following his finding

15 make the disability determinations referred to in subsection

16 (a)(1J

17 If a State, having notified the Secretary of its

18 intent to make disability determinations under subsection

19 (a)(1), no longer wishes to make asoh determinations, it shall

20 notify the Secretary in writing of thiit fact and1 it an agenoy

21 of the State is making disability determinations at the time

22 such notice is givenj it shall continue to do so for net less
23 than 4-80 daya Thereafter, the Secretary shall make the dis-.

24 hility determinations referred to in subsection (a)(1).".

HR. 3236—pp——2
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1 (e) Section 221(c) of such Ae is amended o read ftS

2 follows:

3 "(c)(1) 14ie Scorctary (in accordance with paragraph (

4 shall rcview determinations, made by State agcnoics pursu

5 ant e this section, het individuals ae under disabilitics (s

6 defined in section 216(i) of 223(d)). As result of eoy such

7 review, the Secretary m&y dctcrminc that ao individual is ftO

8 under disability (as o defined) of ht such individual's

9 disability began oi o &y later than 1that determined by such

10 agency, of Mt such disability ceased eii a 4ay earlier than

11 1that determined by such agency. Aay review by the Sccre

12 ty of a State agency determination under the preceding

13 provisions of liis paragraph Ml1 be made before aiiy action

14 is taken e implement such determination aod before a'ny

15 benefits ace paid Oft the basis thercof.

16 1a eaccying oi±t the provisions of paragraph (-13 with

17 respect f,e the e-vcw of determinations, made by State agcn

18 eies pursuant fo this seetiea that individuals ace under dis-

19 abilities (as defined is section 216(i) of 223(d)), the Secretary

20 shall review

21 -(A) at least 4& percent of all such determinations

22 made by State agencies in the fiscal year 1980,

23 (-R at least percent of all such determinations

24 made b.y Statc agencies is the fiscal year 1981, at4
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1 "(0) at 1cat 65 percent ef all such dctcrmination

2 made by State agcnoic in a*iy fica1 year after the

3 fiscal year 1981.".

4 (4) Section 221(d) of such Aet i amended by striking

5 out "(a)" and inoorting in lieu thereof "(a), (b)".

6 (e) Phe fiat ontenoe of eetion 221(e) of uoh Act i

7 amended

8 (4) by otriking out "which hae an agreement with

9 the Secretary" and inoorting in lieu thereof "which ie

10 making dioability dctorrninationo under suboection

11 (a)(1)",

12 (2) by otriking out -aa tnay be mutually agreed

13 upon" and inoerting in lieu thereof -aa determined by

14 the Secretary", and

15 (8) by otriking out "carrying out the agreement

16 under thie oection" and inoerting in lieu thereof

17 "making dioability detorminationo under ouboection

18 (a)(1)".

19 (f Section 221(g) of ouch Act ie amended

20 4.1-) by otriking out "hao no agreement under aub-

21 ocetion (h)!. and inoerting in lieu thereof "doeo not un—

22 dertake to perform dioability detorminationo under aub-

23 oeotion (a)(1), e which ha been found by the Seere

24 tay to have oubotantially failed to make dioability de-
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1 terminations ii manner eonsiritont with hi regula

2 tions 4 guidelines", oiid

3 ( by striking otit "not imluded i ot agr()cment

4 under subsection (b)L tid inserting ii liett thrcof -4w

5 whom ie State undertakes to make disability dotormi—

6 nations".

7 (g) The amendments made by this sectian ha1l e effee—

8 tiie beginning with the twelfth month following the month is

9 whieh this Aet is onactcth Afly State that, ei the effective

10 dMe of the amendments made by this section, has is effeet as

11 agreement with the Secretary of Health, Education, fl4

12 Welfare under section 221(a) of the Social Security Aèt

13 cffcct pr-ior to such amendments) will be doomed to have

14 given to the Secretary the notice specified is section

15 221(a)(t) of such Act as amended by this section, is liei of

16 continuing such agreement is effect after the effective dMa of

17 such amendmcnts Theroafter a State may notify the Setc

18 ta is writing that it ae longer wishes to make disability

19 dctcrminations effective net less than 4-80 days after it is

20

21 (h) The Secretary of lie alth- Eduoation tnd Welfare

22 shall submit to the Committee oa Ways ftftd Mean of the

23 House of Representatives sad to the Committee on Finance

24 of the Senate by January 4- 1980 a detailed plas on hew he

25 expects to assume the functions sad operations of ft State
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1 diabili-ty de-tjerrninatjon nnit when this becomce neeeoary
2 mi4er the amendmpnt ninde by this section. Snob plan
3 should aume the utuititerrupted operation of the diflability

4 determination function and the utiligation of the best qualified

5 penonne1 to carry out snob function If any amendment of

6 Federal law Of regulation is required to carry out such plan1

7 reeommendptj fe snob amendment should he included in

8 the plan fef action by such eommittoeo Of fef submittal by

9 such committees with appropriate Feoommondatjo to the
10 eommittpe having jurifidietion over the Federal eii4l ervioo

11 and retirement kwi

12 INPOIIMATIGN TO AOOpMpiy onOnETAnY' IJEIOIDIONS

13 TO €LAIMANTFJ IHOIITO

14 (a Section 205(b) of the Social Security Aet is

15 amended by irioerting after the fiest sentence the following

16 new sentenee -A*y such døeiflion by the Secretary shall
17 contain a statement of the ease setting forth (44 a citation and

18 4isouion of the pertinent law and reguIatio () a list of the
19 evidence of record and a summary of the evidence1 and (
20 the &erctary determination and the reaflon Of rcaons upon
21 wbbao
22 (b) Phe amendment made by subfloction (a shall apply
23 with ropeet to docinion9 made on and after the fiest day of
24 the second mouth following the month in which this Aet is
25 enacteb
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1 LIMITATION ON PItOUPEOTIVE EFFEOT OF APPLICATION

2 Sno. 44 (a) Section 202(j)(2) of the Social Security Ae

3 is amended o read as follows:

4 142) An application fec any monthly benefits un4cr this

5 section filed before the fics4 month in which the applicant

6 satisfies the requirements fec such benefits shall be deemed a

7 valid application (and shall be deemed to have been filed iii

8 such ficst month) only if the applicant satisfies the requirp

9 ments fec such benefits before the Secretary makes a final

10 decision en the application and no request under ç\otiQn

11 205(b) fec notice and opportunity fec a hearing thereon is

12 made oc1 if such a request is made, before a decision based

13 upon the evidence adduced at the hearing is made (regardlesa

14 of whether such decision becomes the final depisign of the

15 Secretary).".

16 (hI Section 216(i)(2)(G) of such AM is amended

17 (44 by inserting "(and shall be deemed $ have

18 been filed on such ficst day)" immediately after "shall

19 be deemed a valid application" in the ficst sentence,

20 (2) by striking oitt the period at the end of the

21 ficst sentence and inserting in lien thereof "an4 tie te-

22 quest under section 205(b) fec notice and opportunity

23 fec a hearing thereon is made oc7 if such a request ie

24 made, before a decision based upon the evidence ad-

25 dueed at the hearing is made (regardless of whether
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1 such deci@ion becomc the final doci3ion of the Sccro—

2 tary).", and

3 (3 by striking ent the ccond entenee.

4 (e Section 223(b) of such Aet s amended

5 (4-) by inserting '-'-(and shall be deemed to have

6 bccn filed in such fiist month)" immediately aft&r

7 "shall be deemed a valid application" in the fiist aen-

8 tence,

9

10 first sentence and inserting in lien thereof '-'and no fe-

11 quest undcr section 205(b) fw notioc and opportunity

12 foi a hearing thereon io made, o if such a request i

13 made, before a decision based upon the evidence ad-

14 duced at the hearing io made (regardless of whether

15 such decision becomes the final decision of the Sccre—

16 tary).", and

17 (.3 by striking ent the seeond sentence.

18 (4) The amendments made by this section shall apply to

19 applications file4 aft& the month in which this Aet is
20 enaetcd.

21 LIMITATION 8N OOUUP IEMANDS

22 Sno. 44 Ihe sixth sentence of section 205(g) of the

23 Social Security Aet is amended by striking oet all th&t fe-
24 ecdes "-and the Secretary shall" and inserting in lien thereof
25 the following: "The court may, on motion of the Secretary
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1 made fec good cause ithown before he files his answer,

2 remand the ease to the Secretary fec further action by the

3 Secretary, and it may at any time order additional evidence

4 to be taken before the Secretary, bitt only upon a showing

5 that there is new evidence which is material and that there is

6 good cause fec the failure to incorporate such ei4denee itito

7 the record is a prior proceeding;".

8 TIME LIMITATIONO P01* DEOIOIONO ON BENEFIT OLAIMO

9 Siio. +27 The Secretary of Health, Education, and Wel

10 face shall submit to the Congress, no later than January 47

11 1980, a report recommending the establishment of appropri

12 ate time limitations governing decisions on claims fec benefits

13 under title 14 of the Social Security Aa Such report shall

14 specifically recommend

15 (44 the maximum period of time (after application

16 fec a payment under such title is filed) within which

17 the initial decision of the Secretary as to the rights of

18 the applicant should be made;

19 (2) the maximum period of time (after cpplication

20 fec reepusideration of any decision described itt pan

21 graph (-1-) is filed) within which a decision of the Score-

22 tacy on such reconsideration should be made;

23 (3) the maximum period of time (after a request

24 fec a hearing with respect to any decision described in

25 paragraph (44 is filed) within which a decision of the
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1 &oret*ry tføft such hearing (-whethol! affirming moth—

2 fring or re-versing suoh decision) hould be made; &nd

3 (4) the maximum period of time (after o request
4 for review by the Appeals Council with respect e
5 decision described in paragraph (4) io made) within

6 which the decision of the Secretary upon ueh review
7 (whether affirming, modifyirig or reversing ueh dcci-
8 ion) should be made.

9 bi determining the time limitations to be r000mmende& the

10 Secretary shall ta7ke into account both the need for

11 tious processing of claims for benefits d the nccd to assure

12 thot ft14 such claims will be thoroughly considered n4 aeon—

13 ratcly 4etennined

14 YOQATIONAIJ nEILAmLITATION 8ERVIOn@ i'9i DIOADLED

15 iIVIDUAj
16 S1c (a) Section 222(d) of the Social Security Aet io

17 amended to read 0a follows

18 "Costs of Rehabilitation Services From Trust Funds

19 -(d)(-1-) or the purpose of making vocational

20 tioft ervioeo more readily available to disabled individualo

21 wheare—

22 (A) entitled to disability insurance benefits tmder
23 section 2-23-i
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I "(B) entitled to child's insurance benefits under

2 scetion 202(d) aftcr having attained ge 4-8 (a4 ece

3 under disability),

4 "(C) cntitlcd to widow's insurance benefits under

5 section 202(c) prior to attaining ge 607 Of

6 "ED) entitled to widower's insurance benefits

7 under section 202(0 prior to attaining ge 607

8 to the eid that savings will accrue to the Trust Funds ao a

9 result of rehabilitating such individuals into substantial gain-

10 fi4 activity, there ace authorized to be transferred from the

11 Federal Old Age aad Survivors Insurance Trust Fund aR4

12 the Federal Disability Insurance Trust Fund each fiscal year

13 such sums fiTS may be necessary to enable the Secretary to

14 reimburse

15 the general fund in the Treasury of the

16 United States fec the Federal share, ai4

17 4i4) the State fec twice the State share,

18 of the reasonable aod necessary oo-ts of vocational

19 tiofi services furnished such individuals (including services

20 during their waiting periods), under a State plaa fec vocation

21 at rehabilitation services approved under title 1 of the

22 bilitation Aet of 1973 420 U.S.C. 04- et seq.), which result in

23 their performance of substantial gainful activity which lasts

24 fec a continuous period of 4- months, ec which result in their

25 employment fec a continuous period of 4 months in a shol
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1 tercd workshop meeting the requirements applicable to a

2 nonprofit rehabilitation facility under paragraphs 8) and

3 (10)(L) of section 7. of such Aet (2D U.S.C. O6 (8) and

4 (lO)(L)) 1he determination that the vocationJ rehabilitation

5 serviecs contributed to the successful return of such individ

6 iialo to substantial gainful activity ec their employment in

7 sheltered workshops, and the determination of the amount of

8 costs to be reimbursed under this subseotion shall he made

9 by the Commissioner of Social Security in accordance with

10 criteria formulated by him.

11 !42) Payments under this subsection shall he made in

12 advance oc by way of reimbursement, with necessary adjust-

13 ments fec overpayments tind undcrpayments-

14 -) Money paid from the Trust Funds under this aab-

15 section fec the reimbursement of the costs of providing scrv

16 iees to individuals who ace entitled to benefits under section

17 22 (including services during their waiting periods), ec who

18 ace entitled to benefits under section 202(d) on the basis of

19 the wages and self employment income of such individuals,

20 shall he charged to the Federal Disability Insurance Trust

21 Fund, and all other money paid from the Trust Funds under

22 this subsection shall be charged to the Federal Old Age and

23 Survivoi's Insurance Trust Fund. The Secretary shall deter

24 mine according to such methods and procedures as he ay
25 dccm appropriate
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1 "(A) the total amount to be reimbursed fof the

2 e++t of services undcr thie subsection, aod

:3 "(B) subject to the provisions of the preceding

4 sentence, the amount which should he charged to each

5 of the Trust Funds.

6 -44 0f the purposes of thie subsection the term 'voca

7 tional rehabilitation services' shall have the meaning assigned

8 i1, in title of the Rehabilitation Aet of 1978 ( U.S.C. 7O4

9 et seq.), except thot such services may he limited in typo,

10 scope, Of amount in accordance with regulations of the Sec

11 retary designed to achieve the purpose of thie subsection.

12 ë4 The Secretary io authorized aad directed to study

13 alternative methods of providing aad financing the costs of

14 vocational rehabilitation services to disabled beneficiaries

15 under thin title to the ead tha7t maximum savings wil4 result

16 to the Trust Funds. Oa Of before January 4- 1980, the Sec-

17 retary shall transmit to the President a+i4 the Congress a

18 report which shall contain hin findings a+i4 aay conclusions

19 4 recommendations he may have.".

20 (h The amendment m&de by subsection (a) shall apply

211 with respect to fiscal years boginning after September SO

22 1981.
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1 OftNTINTJ1n PAYMENT BENEFITS P INDIVIDUALQ

2 UNDIIR VOQATIpNAj ThBIIADJLITATIpN PLANE

3 Sio 44 (n Section 2 of the Social Security Aet in

4 amended h-y inserting -(a)! after "SEo 226.", end by adding

5 at the end thereof the following new subscction-

6 Notwithstanding any othei' provision of thin title,

7 payment to en individual of bencuit based en disability (an

8 described in the fifnt sentence of subsection (a) fthall net be

9 terminated oi suspended because the phyoieaI oi mcntaJ im-

10 pairment en which the individual's entitlement to such bene—

11 fitoinbascdhaseyhpypecpscdj._.

12 -4-I3 such individual in participating in en

13 proved vocational rehabilitation program un4e a State
14 phin approved undoi title I of the Rehabilitation Aet of

15 1-973 and

16 -424 the Commissioni of Social Security deter-

17 mines that the completion of such program, oi eon-

18 tinnatien for a specified period of time will increase
19 the likelihood that such individual may (following hin

20 participation in such program) be permanently removed

21 from the disability benefit rolls.".

22 (h Section 225(a) of such Aet (an designated undei nttb-

23 section (a of thin section) in amended by ntriking eu.to "this

24 section" each place it appearn and imerting in lien thereof
25 "Thio subsection".
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1 P*MBNP Føf* EXIE3TINO MEDICAL EVIDENCE

2 SEC. 4& (a) Section '223(d)(5) of the Social Security et

3 i amended by adding at the end thereof the following new

4 9ontcnee: "Any non Federal ho@pital, clinic, laboratory, Of

5 other provider of medical @erviee, physician net in the

(3 employ of the Federi Government, which upp1io3 mc3ieci

7 evidence required by the Secretary under thio paragraph shall

8 be entitled to payment from the Secretary fef the reaaonable

9 eest of providing ueh evidence.".

10 (b) The amendment made by oubection (a) shall apply

11 with repcot to evidence upp1icd on Of after the date of the

12 enactment of thie Act.

13 PAYMENT O CERTAIN TRAVL EXPENOEO

14 SEC. 44 Section 24t of the Social Security Act (an

15 amended by 3cction 4(e) of thio Act) ie amended by adding at

16 the end thereof the following new ubcction:

17 -k) There ae authorized to be made available fef en-

18 pendituro, ent of the Federal Old Age and Survivors In3ur

19 anee Trust Fund and the Federal Dio ability Insurance Tru@t

20 Fund (an determined appropriate by the Secretary), such

21 amounts a e required to pay travel cxpenoo, either on an

22 actual eoot Of commuted ba@i, to individualn fof travel mci-

23 dent to medical cximination@ roquo3tod by the Secretary in

24 connection with diabihty te'mnation under @cction 221,

25 and to partic, their reprcentativo2, and a14 roaonab1y fiee-
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1 eonary witneaoeo fe travel within the Unitcd Statco (as de-

2 fined is oection 210(i)) te attend reconoideration intorviewo

3 and proceedingo before adminiotrative law judgoo with e-

4 opcct to ouch dcterminationo. T4ie amount available under the

5 preceding ocntenoc fef payment fef aw travel by any peroon

6 ohall net exceed the coach faie fet aif travel between the

7 pointo involved unleao the *se of firot olaoo accommodationo

8 is required (as determined under rcgulationo of the Secretary)

9 beoauoe of ouch peroon'o health condition Of the unavailabil

10 ity of alternative cccommodationo; and the amount available

11 fe payment fef other travel by any person shall net exceed

12 the east of travel (between the points involved) by the moot

13 economical and expeditious moans of transportation appropri

14 ate to ouch person's health condition, as specified in ouch

15 regulations.".

16 PERIODIO REVIEW Of' DIOADILITY DETEBMINATIONO

17 SEc. 4-7-. Section 4 of the Social Security Aet is

18 amended by adding at the end thereof the following new

19 section:

20 4h) In any ease where an individual is e has been do-

21 terminod to be under a disability, unless a finding is e has

22 been made that ouch disability is permanent, the ease shall be

23 reviewed by the applicable State agency Of the Secretary (as

24 may be appropriato), fef purposes of continuing eligibility, at

25 least once every years. Reviews of eases under the preeed-
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1 ifig cntcnco ha11 be i addition e &td Ghall fiO be onid'

2 creI ubotitutc fe othor roviown which ae rguircd

3 providod fe under ei i he administration of title.".

4 That this Act may be cited as the "Social Security Disabil-

5 ity Amendments of 1979".
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LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY

CASES

SEC. 101. (a) Section 203(a) of the Social Security

Act is amended—

(1) by striking out "except as provided by para-

graph (3)" in paragraph (1) (in the matter preceding

H.R. 3236—pp-——-3
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subparagraph (A)) and inserting in lieu thereof "except

as provided by paragraphs (3) and (6) '

('2,) by redesignating paragraphs (6), (7,), anl (8)

as paragraphs (7,), (8), and ('9,), respectively; and

(3) by inserting after paragraph (5) the foilowing

new paragraph:

"(6) Notwithstanding any of the preceding provisions of

this subsection other than paragraphs (3)(A), ('3X0,), and '5,)

(but subject to section 215(i) (2) (A) (ii)), the total monthly

benefits to which beneficiaries 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 oth-

erwi.se subject to reduction under this subsection but after

any reduction under this subsection which would otherwi,?e

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 i-

dexed monthly earnings (or 100 percent of his primary

insurance amount, if larger), or

"(B) 160 percent of such individual primary in-

surance amount. ".

(bXl) Section 203(a) (2) (D) of such Act is amended by

striking out "paragraph (7)" and inserting in lieu thereof

"paragraph (8)".
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(2) Section 203(a)(8) of such Act, as redesignated by

subsection (a)(2) of this section, is amended by striking out

"paragraph (6)" and inserting in lieu thereof "paragraph

(7),,.

(3) Section 215(i) (2) (A)(ii) (III) of such Act is amend-

ed by striking out "section 203(a) (6) and (7)" and inserting

in lieu thereof "section 203(a) (7) and (8) ".

(4) Section 215(i) (2) (D) of such Act is amended by

adding at the end thereof the following new sentence: "Not-

withstanding the preceding sentence, such revision of maxi-

mum family benefits shall be subject to paragraph (6) of sec-

tion 203(a) (as added by section 101 (a) (3) of the Social Se-

curity Disability Amendments of 1979). ".

(c) The amendments made by this section shall apply

only with respect to monthly benefits payable on the basis of

the wages and self-employment income of an individual who

first becomes eligible for benefits (determined under sections

215(a) (3) (B) and 215(a)(2)(A) of the Social Security Act,

as applied for this purpose) after 1978, and who first be-

comes entitled to disability insurance benefits after 1979.

REDUCTiON iN NUMBER OF DROPOUT YEARS FOR

YOUNGER DiSABLED WORKERS

SEC. 102. (a) Section 215(b) (2) (A) of the Social Secu-

rily Act is amended to read as follows:
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"(2)(A) The number of an individual benefit computa-

tion years equals the number of elapsed years reduced—

"(i) in the case of an individual who iB entitled to

old-age insurance benefits (except as provided in the

second sentence of this subparagraph), or who has died,

by 5 years, and

"(ii) in the case of an individual who is entitled

to disability insurance benefits, by 1 year or, if great-

er, the number of years equal to one-fifth of such indi-

vidual s elapsed years (disregarding any resulting frac-

tional part of a year), but not by more than 5 years.

Clause (ii), once applicable with respect to any individual,

shall continue to apply for purposes of determining such indi-

vidual s primary insurance amount for purposes of any sub-

sequent eligibility for disability or old-age insurance benefits

unless prior to the month in which he attains such age or

becomes so eligible there occurs a period of at least i2 con-

secutive months for which he was not entitled to a disability

or an old-age insurance benefit. The number of an individ-

ual benefit computation years as determined under this sub-

paragraph shall in no case be less than 2. ".

(b) Section 223(a) (2) of such Act is amended by insert-

ing "and section 215(b) (2) (A)(ii)" after "section 202 (q)" in

the first sentence.
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(c) The amendments made by this section shall apply

only with respect to monthly benefits payable on the basis of

the wages and self-employment income of an individual who

first becomes entitled to disability insurance benefits after

1979.

PROViSiONS RELATiNG TO MEDiCARE WAITING PERIOD

FOR RECiPiENTS OF DiSABiLITY BENEFITS

SEC. 103. (a)(1)(A) Section 226(b) (2) of the Social

Security Act is amended by striking out "consecutive"in

clauses (A) and (B).

(B) Section 226(b) of such Act is further amended by

striking out 'onsecutive"in the matter following paragraph

(2).

(2) Section 1811 of such Act is amended by striking out

"consecutive".

(3) Section 1837(g) (1) of such Act is amended by strik-

ing out "consecutive ".

(4) Section 7(d) (2) (ii) of the Railroad Retirement Act

of 1974 is amended by striking out "consecutive" each place

it appears.

(b) Section 226 of the Social Security Act is amended

by redesignating subsection (f) as subsection (g), and by in-

serting after subsection (e) the following new subsection:

"(f) For purposes of subsection (b) (and for purposes of

section 1837(g) (1) of this Act and section 7(d) (2) (ii) of the
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Railroad Retirement Act of 1974), the 24 months for which

an individual has to have been enlit led to specified monthlij

bene fits on the basis of disability in order to become entitled

to hospital insurance benefits on such basis effective thilh any

particular month (or to be deemed to have enrolled in the

supplementary medical insurance program, on the basis of

such entitlement by reason of section 183 7(f)), where such

individual had been entitled to specified monthly benefits of

the same type during a previous period which terminated—

"(1) more than 60 months before that particular

month in any case where such monthly benefits were of

the type spcified in clause (A)(j) or (13) of subeötion

(b)(2), or

"(2) more than 84 months before that particular

month in any case where such monthly benefits iiere of

the type specified in clause (A)(ii) or (A)(iii) of Rüch

subsection,

shall not include any month which occurred during .uch pre-

vious period. ".

('c,) The amendments made by this section shall apply

with respect to hospital insurance or supplementary medical

insurance benefits for services provided after June 1980.

CONTINUATION OF MEDICARE ELIGIEILITY

SEC. 104. (a) Section 226(b) of such. Act is amended—
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(7) by striking out "ending with the month" in

the matter following paragraph (2) and inserting in

lieu thereof "ending (subject to the last sentence of this

subsection) with the month ' and

(2) by adding at the end thereof the following new

sentence: "For purposes of this subsection, an individ-

ual who has had a period of trial work which ended as

provided in section 222(c) (4) (A), and whose entitle-

ment to benefits or status as a qualified railroad retire-

ment beneficiary as descrthed in paragraph (2) has

subsequently terminated, shall be deemed to be entitled

to such benefits or to occupy such statws (notwithstand-

ing the termination of such entitlement or statws) for

the period of consecutive months throughout all of

which the physical or mental impairment, on which

such entitlement or status was based, continues, but

not in excess of 24 such months. '

(h) The amendment made by this section shall become

effective on July 1, 1980, and shall apply with respect to any

individual whose disability has not been determined to have

ceased prior to that date.

ELIMINATION OF WAiTING PERiOD FOR TERMiNALLY iLL

iNDIViDUAL

SEC. 105. (a) The first sentence of section 223 (a) (1) of

the Social Security Act is amended, in clause (ii) thereof—
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(1) by inserting "(I)" immediately after "but

only if' and

(2) by inserting "or (ii) he has a terminal illness

(as defined in subsection (e)),"immediately after "the

first month in which he is under such disability, ".

(b) Section 223 of such Act is further amended by

adding at the end thereof the following new subsection.

"Definition of Terminal Illness

"(e) As used in this section, the term 'terminal illness'

means, in the case of any individual, a medically determin-

able physical impairment which is expected to result in the

death of such individual within the next 12 months and

which has been confirmed by two physicians in accordance

with the appropriate regulations of title XX. ".

(c) The amendments made by this section shall be effec-

tive with respect to applications for disability insurance bene-

fits under section 223 of the Social Security Act filed—

(1) in or after the month in which this Act is en-

acted, or

(2) before the month in which this Act is enacted

if—

(A) notice of the final decision of the Secre-

tary of Health, Education, and Welfare has not

been given to the applicant before such month, or
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(B) the notice referred to in subparagraph

(A) has been so given before such month but a

civil action with respect to such final deci8ion is

commenced under section 205(g) of the Social Se-

curity Act (whether before, in, or after such

month) and the decision in such civil action has

not become final before such month;

except that no monthly benefits under title ii of the Social

Security Act shall be payable by reason of the amendments

made by this section for any month before October 1980.

TiTLE li—PROViSiONS RELATiNG TO

DiSABiLiTY BENEFiTS UNDER SSJ

BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTAN-

TIAL GAINFUL ACTIVITY DESPITE SEVERE MEDiCAL

IMPAIRMENT

SEC. 201. (a) Title XVJ of the Social Security Act i.

amended by adding after section 1618 the following new

section:

"BENEFiTS FOR iNDIViDUALS WHO PERFORM SUBSTAN-

TIAL GAINFUL ACTIVITY DESPITE SEVERE MEDICAL

IMPAIRMENT

"SEC. 1619. (a) Any individual who is an eligible in-

dividual (or eligible spou3e) by reason of being under a dis-

ability, and would otherwise be denied benefits by reason of

section 1 611(e) (4), or who ceases to be an eligible individual
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(or eligible spowse) becawse hi earnings have demonstrated a

capacity to engage in substantial gainful activity, shall nev-

ertheless qualify for a monthly benefit equal to an amount

determined under section 1611(b)(1) (or, in the case of an

individual who has an eligible spouse, under section

1611(b) (2)), and for purposes of titles XIX and XX of this

Act shall be considered a disabled individual receiving sup-

plemental security income benefits under this title, for so long

as the Secretary determines that—

"(1) such individual continues to have the dis-

abling physical or mental impairment on the basis of

which such individual was found to be under a disabil-

ity, and continues to meet all non-disability-related re-

quirements for eligibility for benefits under this title;

and

"(2) the income of such individual, other than

income excluded pursuant to section 1612(b), is not

equal to or in excess of the amount which would cause

him to be ineligible for payments under section

1611(b) (if he were otherwise eligible for such

payments).

"(b)Any individual who would qualify for a monthly

benefit under subsection (a) except that his income exceeds

the limit set forth in subsection (a) (2), and any blind indi-

vidual who would qualify for a monthly benefit under section
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1611 except that his income exceeds the limit set forth in

subsection (a) (2), for purposes of titles XIX and XX of this

Act, shall be considered a blind or disabled individual receiv-

ing supplemental security income benefits under this title for

so long as the Secretary determines under regulations that—..

"(1) such individual continues to be blind or con-

tinues to have the disabling physical or mental impair-

ment on the basis of which he was found to be under a

disability and, except for his earnings, continues to

meet all non-disability-related requirements for eligibil-

ity for benefits under this title;

"(2) the income of such individual would not,

except for his earnings, be equal to or in excess of the

amount which would cause him to be ineligible for

payments under section 1611 (b) (if he were otherwise

eligible for such payment s) ;

"(3) the termination of eligibility for benefits

under title XJX or XX would seriously inhibit his

ability to continue his employment,• and

"(4) such individual's earnings are not sufficient

to allow him to provide for himself a rea$onable equiv-

alent of the benefits which would be available to him

in the absence of such earnings under this title and

titles XIX and XX. ".
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(b)(1) Section 1616(c) of such Act i3 amended by

adding at the end thereof the following new paragraph:

"(3) Any Slate (or political subdivision) making sup-

plementary payments described in subsection (a) shall have

the option of making such payments to individuals who re-

ceive benefits under this title under the provisions of section

1619, or who would be eligible to receive such benefits but for

their income. ".

(2) Section 212(a) of Public Law 93—66 is amended by

adding at the end thereof the following new paragraph:

"(4) Any State having an agreement with the Secretary

under paragraph (1) may, at its option, include individuals

receiving benefits under section 1619 of the Social Security

Act, or who would be eligible to receive such benefits but for

their income, under the agreement as though they are aged,

blind, or disabled individuals as specified in paragraph

(2)(A). ".

(c) The amendments made by this section shall become

effective on July 1, 1980, but shall remain in effect only for

a period of three years after such effective date.

(d) The Secretary shall provide for separate accounts

with respect to the benefits payable by reason of the amend-

ments made by this section 50 as to provide for evaluation of

the effects of such amendments on the programs established

by titles ii, XVJ, XJX, and XX of the Social Security Act.
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EARNED INCOME IN SHELTERED WORKSHOPS

SEC. 202. (a) Section 1612(a) (1) of the Social Secu-

rity Act is amended—

(1) by striking out "and" after the semicolon at

the end of subparagraph (A); and

(2) by adding after subparagraph (B) the follow-

ing new subparagraph:

"(C) remuneration received for services per-

formed in a sheltered workshop or work activities

center; and'

(b) The amendments made by this section shall apply

only with respect to remuneration received in months after

June 1980.

• TERMINATION OF ATTRIBUTION OF PARENTS' INCOME

AND RESOURCES WHEN CHILD ATTAINS AGE 18

SEC. 203. (a) Section 1614(f)(2) of the Social Security

Act is amended by striking out "under age 21" and in$erting

in lieu thereof "under age 18".

(b) The amendment made by subsection (a) shall become

effective on July 1, 1980; except that the amendment made

by such subsection shall not apply, in the case of any child

who, in June 1980, was 18 or over and received a supple-

mental security income benefit for such month, during any

period for which such benefit would be greater without the

application of such amendment.
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TITLE ill—PRO VISIONS AFFECTING DIS4BZL-

ITY RECIPIENTS UNDER OASDI AND S,i

PRO GRA MS; A DMINIS TRA TI VE PR Q Vi-

SIONS

CONTINUED PA YMENT OF BENEFITS TO INDIVIDUALS

UNDER VOCATIONAL REHABILITATION PLANS

SEC. 301. (a) (1) Section 225 of the Social Security

Act is amended by inserting "(a)" after "SEC. 225. ", and by

adding at the end thereof the following new subsection:

"(b) Notwithstanding any other provision of this title,

payment to an ihdividual of benefits based on disability (as

described in the first sentence of subsection (a)) shall not be

terminated or suspended because the physical or mental jm

pairment, on which the individual entitlement to suc4 bene

fits is based, has or may have ceased, if—

"(1) such individual is participating in an ap

proved vocational rehabilitation program under a State

plan approved under title 1 of the Rehabilitation Act of

1973, and

"(2) the Secretary 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 permanently removed from the disability

benefit rolls. ".
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(2) Section 225(a) of such Act (as designated under

subsection (a) of this section) is amended by striking out

"thi3 section" each place it appears and inserting in lieu

thereof "this subsection ".

(b) Section lô3l(a) of the Social Security Act i3

amended by adding at the end thereof the following new para-

graph.

"(6) Notwithstanding any other provision of this title,

payment of the benefit of any individual who is an aged,

blind, or disabled individual solely by reason of disability

(as determined under section l6l4(a) (3)) shall not be termi-

nated or suspended because the physical or mental impair-

ment, on which the individual eligibility for such benefit is

based, has or may have ceased, if—

"(A) such individual is participating in an ap-
proved vocational rehabilitation program under a State

plan approved under title I of the Rehabilitation Act of

1973, and

"(B) the Secretary 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 permanently removed from the disability

benefit rolls. ".
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(c) The amendments made by i4is section shall become

effective on July 1, 1980, and shall apply with respect to

individuals whose disability has not been determined to have

ceased prior to that date.

EXTRAORDINARY WORK EXPENSES DUE TO SEVERE

DISABILITY

SEc. 302. (a) Section 223(d) (4) of the Social Security

Act is amended by inserting after the third sentence the fol-

lowing new sentence: "in determining whether an individual

is able to engage in substantial gainful activity by reason of

his earnings, where his disability is sufficiently severe to

result in a functional limitation requiring assistance in order

for him to work, there shall be excluded from such earnings

an amount equal to the cost (whether or not paid by such

individual) of any attendant care services, medical devices,

equipment, prostheses, and similar items and services (not

including routine drugs or routine medical services unless

such drugs or services are necessary for the control of the

disabling condition) which are necessary (as determined by

the Secretary in regulations) for that purpose, whether or not

such assistance is also needed to enable him to carry out his

normal daily functions; except that the amounts to be ex-

cluded shall be subject to such reasonable limits as the Secre-

tary may prescribe. ".
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(h) Section 1614(a) (3,) (D) of such Act i3 amended by

inserting after the first sentence the following new sentence:

"In determining whether an individual i able to engage in

substantial gainful activity by reason of his earnings, where

his disability is sufficiently severe to result in a functional

limitation requiring assistance in order for him to work,

there shall be excluded from such earnings an amount equal

to the cost (whether or not paid by such individual) of any

attendant care services, medical devices, equipment, prosthe-

ses, and similar items and services (not including routine

drugs or routine medical services unless such drugs or servi

ices are necessary for the control of the disabling condition)

which are necessary (as determined by the Secretary in regu-

lations) for that purpose, whether or not such assistance is

also needed to enable him to carry out his normal daily func-

tions; except that the amounts to be excluded shall be subject

to such reasonable limits as the Secretary may prescribe. ".

(c) The amendments made by this section shall apply

with respect to expenses incurred on or after July 1, 1980.

REENTITLEMENT TO DISABILITY BENEFITS

SEC. 303. (a)(1) Section 222 (c) (1) of the Social Secu-

rity Act is amended by striking out "section 223 or 202(d)"

and inserting in lieu thereof "section 223, 202(d), 202(e), or

202(f) ".

H.R. 3236—pp——4
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(2) Section 222(c)(3) of .uc/i Act i. amended by strik-

ing out the period at the end of the first sentence and insert-

ing in lieu thereof ", or, in the case of an individual entitled

to widow or widower insurance benefits under section 202

(e) or (f) who became entitled to such benefits prior to attain-

ing age 60, with the month in which such individual becomes

so entitled. ".

(b)(1)(A) Section 223(a) (1) of such Act is amended by

striking out "or the third month following the month in

which his disability ceases." at the end of the first sentence

and inserting in lieu thereof "or, subject to subsection (e), t4e

termination month. For purposes of the preceding sentence,

the termination month for any individual shall be t.e 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 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 indi-

vidual is determined to no longer be suffering from a dis-

abling physical or mental impairment, or (II) the first month

after the period of 15 consecutive months following the en4 of

such period of trial work in which such individual engages in

or is determined to be able to engage in substantial gainful

activity. ".
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(B,) Section 202(d) (1) (G) of such Act is amended—

(i) by redesignating clauses (i) and (ii) as clauses

(III) and (IV), respectively, and

(ii) by striking out "the third month following the

month in which he ceases to be under such disability"

and inserting in lieu thereof ' or, subject to section

223(e), the termination month (and for purposes of this

subparagraph, the termination month for any individu-

al 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 determined by application of section

222(c)(4)(A), the termination month shall be the earli-

er 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 impair-

ment, or (II) the first month after the period of 15 con-

secutive months following the end of such period of
trial work in which such individual engages in or is

determined to be able to engage in substantial gainful
activity,), ".

(C) Section 202 (e) (1) of such Act is amended by strik-
ing out "the third month following the month in which her
disability ceases (unless she attains age 65 on or before the
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last day of such third month). "at the end thereof and insert-

ing in lieu thereof ' subject to section 223(e), the termina-

tion month (unless she attains age 65 on or before the last

day of 8uch termination month). For purposes of the preced-

ing sentence, the termination month for any individual shcül

be the third month following the month in which her disabil-

ity ceases; except 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 determined to no longer be suffering

from a disabling physical or mental impairment, or (II) the

first month after the period of 15 consecutive months follow-

ing the end of such period of trial work in which such indi-

vidual engages in or is determined to be able to engage in

substantial gainful activity. ".

(D) Section 202 (f) (1) of such Act is amended by strik-

ing out "the third month following the month in which his

disability ceases (unless he attains age 65 on or before the

last day of such third month). "at the end thereof and insert-

ing in lieu thereof ", subject to section 223(e), the termina-

tion month (unless he attains age 65 on or before the last day

of such termination month). For purposes of the preceding

sentence, the termination month for any individual shall be
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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 determined by application

of section 222 (c) (4) (A), the terrnination month shall be the

earlier of (1) 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
first month after the period of 15 consecutive months follow-

ing the end of such period of trial work in which such indi-
vidual engages in or is determined to be able to engage in

substantial gainful activity. ".

(2) Section 223 of such Act is amended by adding at the
end thereof the following new subsection:

"(e) No benefit shall be payable under subsection
(d) (1) (B) (ii), (e) (1) (B) (ii), or (f) (1) (B) (ii) of section 202 or
under subsection (a)(1) to an individual for any month, after
the third month, in which he engages in substantial gainful

activity during the iS-month period following the end of his
trial work period determined by application of section
222 (c) (4) (A)"

(c)(1)(A) Section l6l4(a)(3) of the Social Security Act
is amended by adding at the end thereof the following new
subparagraph:
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"(F) For purposes of this title, an indipidual whose

trial work period has ended by application of paragraph

(4)(D)(i) shall, subject to section 1 611(e) (4), nonetheless he

considered to be disabled through the end of the month pre-

ceding the termination month. For purposes of the preceding

sentence, the termination month for any individual shall be

the earlier of (i) the earliest month after the end of such

period of trial work wit.h respect to which such individual is

determined to no longer be suffering from a disabling physi-

cal or mental impairment, or (ii) the first month, after the

period of 15 consecutive months following the end of such

period of trial work, in which such individual engages in or

is determined to be able to engage in substantial gainful

activity. ".

(B) Section 1614('a)('3)('D) of such Act is amended by

striking out "paragraph (a)" and inserting in lieu thereof

"subparagraph (F) or paragraph (4)".

(2) Section 1 611(e) of such Act is amended by addiig

at the end thereof the following new paragraph:

"(4) No benefit shall be payable under this title, except

as provided in section 1619, with respect to an eligible indi-

vidual or his eligible spouse who is an aged, blind, or dis-

abled individual solely by application of section

1614(a)(3)(F) for any month in which he engages in sub-

stantial gainful activity during the fifteen-month period fol-
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lowing the end of his trial work period determined by appli-

CatiOfl of section 1614('a,k'4,k'D,k'i,). ".

(d) The amendments made by this section shall become

effective on July 1, 1980, and shall apply with respect to any

individual whose disability has not been determined to have

ceased prior to that date.

DISABILITY DETERMINATIONS; FEDERAL REVIEW OF

STATE AGENCY DETEEMINATIONS

SEC. 304. (a) Section 221(a) of the Social Security

Act is amended to read as follows:

"(a)(1) In the case of any individual, the determination

of whether or not he is under a disability (as defined in sec-

tion 216(i) or 223(d)) and of the day such disability began,

and the determination of the day on which such disability

ceases, shall be made by a State agency, notwithstanding

any other provision of law, in any State that notifies the

Secretary in writing that it wishes to make such disability

determinations commencing with such month as the Secre-

tary and the State agree upon, but only if (A) the Secretary

has not found, under subsection (b)(1), that the State agency

has substantially failed to make disability determinations in

accordance with the applicable provisions of this section or

rules issued thereunder, and (B) the State has not notified

the Secretary, under subsection (b)(2), that it does not wish

to make such determinations. If the Secretary once makes the
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finding described in clause (A) of the preceding sentence, or

the State gives the notice referred to in clause (B) of such

sentence, the Secretary may thereafter determine whether

(and, if so, beginning with which month and under what

conditions) the State may again make disability determina-

tions under this paragraph.

"(2) The disability determinations described in para-

graph (1) made by a State agency shall be made in accord-

ance with the pertinent provisions of this title and the stand-

ards and criteria contained in regulations or other written

guidelines of the Secretar1j pertaining to matters such as dis-

ability determinations, the class or classes of individuals

with respect to which a State may make disability determi-

nations (if it does not wish to do so with respect to all indi-

viduals in the State), and the conditions under which it may

choose not to make all such determinations. In addition, the

Secretary shall promulgate regulations specifying, in such

detail as he deems appropriate, performance standards and

administrative requirements and procedures to be followed in

performing the disability determination function in order to

assure effective and uniform administration of the disability

insurance program throughout the United States. The regu-

lations may, for example, specify matters such as—
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"(A) the administrative structure and the relation-

ship between various units of the State agencj respon-

sible for disabilit7j determinations,

"(B) the phjsical location of and relationship

among agenc,I staff units, and other individuals or

organizations performing tasks for the State agencj,

and standards for the availability to applicants and

beneficiaries of facilities for making disabilitj

determinations,

"(C) State agenc,I performance criteria, including

the rate of accuracj of decisions, the time periods

with in which determinations must be made, the proce-

dures for and the scope of review bj the Secretary,

and, as he finds appropriate, bj the State, of its per-

formance in individual cases and in classes of cases,

and rules governing access of appropriate Federal offi-

cials to State offices and to State records relating to its

administration of the disabilitj determination function,

"(D) fiscal control procedures that the State

agenc,I ma!,I be required to adopt, and

"('E) the submission of reports and other data, in
such form and at such time as the Secretary maj re-
quire, concerning the State agencj activities relating

to the disabilitj determination.
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Nothing in this section shall be construed to authorize the

secretary to take any action except pursuant to law or to

regulations promulgated pursuant to law. ".

(b) Section 221(b) of such Act is amended to read as

follows:

"(b)(1) if the Secretary finds, after notice and oppor-

tunity for a hearing, that a State agency is substantially

failing to make disability determinations in a manner con-

sistent with his regulations and other written guidelines, the

Secretary shall, not earlier than 180 days following his find-

ing, and after he has complied with the requirements of para-

graph (3), make the disability determinations referred to in

subsection (a) (1).

"(2) if a State, having notified the Secretary of its

intent to make disability determinations under subsection

(a)(1), no longer wishes to make such determinations, it shall

notify the Secretary in writing of that fact, and, if an agency

of the State is making disability determinations at the time

such notice is given, it shall continue to do so for not less

than 180 days, or (if later) until the Secretary has complied

with the requirements of paragraph (3). Thereafter, the Sec-

retary shall make the disability determinations referred to in

subsection (a) (1).

"(3)(A) The Secretary shall develop and initiate all ap-

propriate procedures to implement a plan with respect to any
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partial or complete assumption by the Secretary of the dis-

u/nlzhj dieriitznation function from a State agency, a pro-

vu/ed in 1/tin seclio'n,under which employees of the affected

State agency who are capable of performing duties in the

disability determination process for the Secretary shall, not-

withstanding any other provision of law, have a preference

over any other individual in filling an appropriate employ-

ment position with the Secretary (subject to any system es-

tablished by the Secretary for determining hiring priority

among such employees of the State agency).

"(B) The Secretary shall not make such assumption of

the disability determination function until such time as the

Secretary of Labor determines that, with respect to employees

of such State agency who will be displaced from their em-

ployment on account of such assumption by the Secretary

and who will not be hired by the Secretary to perform duties

in the disability determination process, the State has made

fair and equitable arrangements to protect the interests of em-

ployees so displaced. Such protective arrangements shall in-

clude only those provisions which are provided under all ap-

plicable Federal, State and local statutes including, but not

limited to, (1) the preservation of rights, privileges, and bene-

fits (including continuation of pension rights and benefits)

under existing collective-bargaining agreements; (2) the con-

tinuation of collective-bargaining rights; (3) the assignment
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of affected employees to other jobs or to retraining programs;

(4) the protection of individual employees against a worsen-

ing of their positions with respect to their employment; (5)

the protection of health benefits and other fringe benefits; and

(6) the provision of severance pay, as may be necessary. ".

(c) Section 221(c) of such Act is amended to read as

follows:

"(c)(1) The Secretary (in accordance with paragraph

(2)) shall review determinations, made by State agencies

pursuant to this section, that individuals are or are not under

disabilities (as defined in section 216(i) or 223(d)). As a

result of any such review, the Secretary may determine that

an individual is or is not under a disability (as so defined) or

that such individual's disability began on a day earlier or

later than that determined by such agency, or that such dis-

ability ceased on a day earlier or later than that determined

by such agency. Any review by the Secretary of a State

agency determination under the preceding provisions of this

paragraph shall be made before any action is taken to imple-

ment such determination.

"(2) In carrying out the provisions of paragraph (1)

with respect to the review of determinations, made by State

agencies pursuant to this section, that individuals are or are

not under disabilities (as defined in section 216(i) or

223(d)), the Secretary shall review—
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"(A) at least 15 percent of all such determina-

tions made by State agencies in the fiscal year 1981,

"(B) at least 35 percent of all such determina-

tions made by State agencies in the fiscal year 1982,

and

"(C) at least 65 percent of all such determina-

tions made by State agencies in any fiscal year after

the fiscal year 1982. ".

(d) Section 221(d) of such Act is amended by striking

out "(a)" and inserting in lieu thereof "(a), (b) ".

(e) The first sentence of section 221(e) of such Act is

amended—

(1) by striking out "which has an agreement with

the Secretary" and inserting in lieu thereof "which is

making disability determinations under subsection

(a)(1) ",

(2) by striking out "as may be mutually agreed

upon" and inserting in lieu thereof "as determined by

the Secretary ", and

(3) by striking out "carrying out the agreement

under this section" and inserting in lieu thereof

"making disability determinations under subsection

(a) (1) ".

(f) Section 221(g) of such Act is amended—
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(7) by striking out "has no agreement under sub-

.ec1wn ('b)" and inserting in lieu thereof "does not un-

dertake to perform disability determinations under sub-

section (a)(1), or which has been found by the Secre-

tary to have substantially failed to make disability de-

terminations in a manner consistent with his regula-

tions and guidelines ", and

(2) by striking out "not included in an agreement

under subsection (h)" and inserting in lieu thereof

"for whom no State undertakes to make disability

determinations ".

(g) The Secretary of Health, Education, and Welfare

shall implement a program of reviewing, on his motion, deci-

sions rendered by administrative law judges as a result of

hearings under section 221(d) of the Social Security Act; he

shall report to the Congress by January 1, 1982, on his prog-

ress; in his report, he shall indicate the percentage of such

decisions being reviewed and describe the criteria for select-

ing decisions to be reviewed and the extent to which such

criteria take into account the reversal rates for individual

administrative law judges by the Secretary (through the Ap-

peals Council or otherwise), and the reversal rate of State

agency determinations by individual administrative law

judges.
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(h) Th amendments made by this section shall be effec-

tive beqinninq with the twelfth month following the month in

which thii Act is enacted. Any State that, on the effective

dale of the amendments made by this section, has in effect an

agreement with the Secretary of Health, Education, and

Welfare under section 221(a) of the Social Security Act (as

in effect prior to such amendments) will be deemed to have

given to the Secretary the notice specified in section

221(a) (1) of such Act as amended by this section, in lieu of

continuing such agreement in effect after the effective date of

such amendments. Thereafter, a State may notify the Secre-

tary in writing that it no longer wishes to make disability

determinations, effective not less than 180 days after it is

given.

(i) The Secretary of Health, Education, and Welfare

shall submit to the Congress by July 1, 1980, a detailed plan

on how he expects to assume the functions and operations of

a State disability determination unit when this becomes nec-

essary under the amendments made by this section, and how

he intends to meet the requirements of section 221 (b) (3) of

the Social Security Act. Such plan should assume the unin-

terrupted operation of the disability determination function

and the utilization of the best qualified personnel to carry out

such function. If any amendment of Federal law or regula-
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lion is required to carry out 8uCh plan, recommendations for

such amendment should be included in the report.

INFORMATION TO ACCOMPANY SECRETARY'S DECISIONS

AS TO CLAIMANT'S RIGHTS

SEC. 305. (a) Section 205(b) of the Social Security

Act is amended by inserting after the first sentence the fol-

lowing new sentence: 'Any such decision by the Secretanj

which involves a determination of disability and which is in

whole or in part unfavorable to such individual shall contain

a statement of Ike case, in understandable language, setting

forth a discussion of the evidence, and stating the Secretary 's

determination and the reason or reasons upon which it is

based. '

(b) Section 1631(c)(1) of such Act is amended by in-

serting after the first sentence thereof the following new sen-

tence: "Any such decision by the Secretary which invOlt'es a

determination of disability and which is in whole or in part

unfavorable to such individual 3/tall contain a aaement of

the case, in understandable languaqe, setting forth a discus-

sion of the evidence, and stating the Secretary 's determina-

tion and the reason or reasons upon which it is based. '

(c) The amendments made by this section shall apply

with respect to decisions made on or after the first day of the

13th month following the month in which this Act is enacted.
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LIMITATION ON PROSPECTIVE EFFECT OF APPLICATION

SEC. 306. (a) Section 202j)(2,) of the Social Security

A ci is amended to read as follows:

"(2) An application for any monthly benefits under this

section filed before the first month in which the applicant

satisfies the requirements 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 require-

ments 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 thereon 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). ".

(b) Section 216(i) (2) (G) of such Act is amended—

(1) by inserting "(and shall be deemed to have

been filed on such first day)" immediately after "shall

be deemed a valid application" in the first sentence,

(2) by striking out the period at the end of the

first sentence and inserting in lieu thereof "and no re-

quest under section 205(b) for notice and opportunity

for a hearing thereon is made or, if such a request is

made, before a decision based upon the evidence ad-

duced at the hearing is made (regardless of whether

11 PI
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such decision becomes the final decision of the Secre-

tary). ", and

(3) by striking out the second sentence.

(c) AS1ection 223(b) of such Act is amended—

(1) by inserting "(and shall be deemed to have

been filed in such first month)" immediately after

"shall be deemed a valid application" in the first sen-

tence,

(2) by striking out the period at the end of the

first sentence and inserting in lieu thereof "and no re-

quest under section 205(b) for notice and opportunity

for a hearing thereon is made, or if such a request is

made, before a decision based upon the evidence ad-

duced at the hearing is made (regardless of whether

such decision becomes the final decision of the Secre-

tary). ", and

(3) by striking out the second sentence.

(d) The amendments made by this section shall apply to

applications filed after the month in which this Act is
enac ted.

LIMITATION ON COURT REMANDS

SEC. 307. The sixth sentence of section 205(g) of the

Social Security Act is amended by striking out all that pre-

cedes "and the Secretary shall" and inserting in lieu thereof

the following: "The court may, on motion of the Secretary
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made for good cause shown before he files his answer,

remand the case to the Secretary for further action by the

Secretary, and it may at any time order additional evidence

to be taken before the Secretary, but only upon a showing

that there is new evidence which is material and that there is

good cause for the failure to incorporate such evidence into

the record in a prior proceeding; '

TiME LiMiTATiONS FOR DECiSiONS ON BENEFiT CLAiMS

SEC. 308. The Secretary of Health, Education, and

Welfare shall submit to the Congress, no later than July 1,

1980, a report recommending the establishment of appropri-

ate time limitations governing decisions on claims for bene-

fits under title ii of the Social Security Act. Such report

shall specifically recommend—

(1) the maximum period of time (after application

for a payment under such title is filed) within which

the initial decision of the Secretary as to the rights of

the applicant should be made,

(2) the maximum period of time (after application

for reconsideration of any decision described in para-

graph (1) is filed) within which a decision of the Sec-

retary on such reconsideration should be made;

(3) the maximum period of time (after a request

for a hearing with respect to any decision described in

paragraph (1) is filed) within which a decision of the
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Secretary upon such hearing (whether affirming, modi-

fying, or reversing such decision) should be made; and

(4) the maximum period of time (after a request

for review by the Appeals Council with respect to any

decision described in paragraph (1) is made) within

which the decision of the Secretary upon such review

(whether affirming, modifying, or reversing such deci-

sion) should be made.

in determining the time limitations to be recommended, the

Secretary shall take into account both the need for expedi-

tious processing of claims for benefits and the need to assure

that all such claims will be thoroughly considered and accu-

rately determined.

PAYMENT FOR EXISTING MEDICAL EVIDENCE

SEC. 309. (a) Section 223(d) (5) of the Social Security

Act is amended by adding at the end thereof the following

new sentence: "Any non-Federal hospital, clinic, laboratory,

or other provider of medical services, or physician not in the

employ of the Federal Government, which supplies medical

evidence required and requested by the Secretary under this

paragraph shall be entitled to payment from the Secretary for

the reasonable cost of providing such evidence. ".

(b) The amendment made by subsection (a) shall apply

with respect to evidence requested on or after July 1, 1980.
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PAYMENT OF CERTAIN TRAVEL EXPENSES

SEC. 310. (a) Section 201 of the Social Security Act is

amended by adding at the end thereof the following new sub-

section:

"(j) There are authorized to be made available for ex-

penditure, out of the Federal Old-Age and Survivors insur-

ance Trust Fund, or the Federal Disability insurance Trust

Fund (as determined appropriate by the Secretary), such

amounts as are required to pay travel expenses, either on an

actual cost or commuted basis, to individuals for travel inci-

dent to medical examinations requested by the Secretary in

connection with disability determinations under this title,

and to parties, their representatives, and all reasonably nec-

essary witnesses for travel within the United States (as de-

fined in section 210(i)) to attend reconsideration interviews

and proceedings before administrative law judges with re-

spect to any determination under this title. ".

(b) Section 1631 of such Act is amended by adding at

the end thereof the following new subsection:

"Payment of Certain Travel Expenses

"(Ii) The Secretary shall pay travel expenses, either on

an actual cost or commuted basis, to individuals for travel

incident to medical examinations requested by the Secretary

in connection with disability determinations under this title,

and to parties, their representatives, and all reasonably nec-
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essary witnesses for travel within the United States (as de-

fined in section 1 614(e)) to attend reconsideration interviews

and proceedings before administrative law judges with re-

spect to any determination under this title. The amount

available under the preceding 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

accommodations is required (as determined under regulations

of the Secretary) because of such person health condition or

the unavailability 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 in-

volved) by the most economical and expeditious means of

transportation appropriate to such person health condition,

as specified in such regulations. ".

(c) Section 1817 of such Act is amended by adding at

the end thereof the following new subsection:

"(i) There are authorized to be made available for ex-

penditure out of the Trust Fund such amounts as are re-

quired to pay travel expenses, either on an actual cost or

commuted basis, to parties, their representatives, and all rea-

sonably necessary witnesses for travel within the United

States (as defined in section 210(i)) to attend reconsideration

interviews and proceedings before administrative law judges

with respect to any determination under this title. The



71

amount available under the preceding 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 accommodations i8 required (as determined under

regulations of the Secretary) because of such person health

condition or the unavailability of alternative accommoda-

tions; 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 expeditious

means of transportation appropriate to such person health

condition, as specified in such regulations. ".

PERIODIC REVIEW OF DISABILITY DETERMINATIONS

SEC. 311. (a) Section 221 of the Social Security Act is

amended by adding at the end thereof the following new sub-

section:

"(i) in any case where an individual is or has been

determined to be under a disability, the case shall be re-

viewed by the applicable State agency or the Secretary (as

may be appropriate), for purposes of continuing eligibility, at

least once every 3 years; except that where a finding has been

made that such disability is permanent, such reviews shall be

made at such times as the Secretary determines to be appro-

pri ate. Reviews of cases under the preceding sentence shall be

in addition to, and shall not be considered as a substitute for,
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any other reviews which are required or provided for under

or in the administration of this title. ".

(b) The amendment made by this section shall become

effective on the first day of the thirteenth month that begins

after the date of the enactment of this Act.

SCOPE OF FEDERAL COURT REViEW

SEC. 312. Section 205(g) of the Social Security Act is

amended by striking out "if supported by substantial evi-

dence" and inserting in lieu thereof "unless found to be arbi-

trary and capricious".

REPORT BY SECRETARY

SEc. 313. The Secretary of Health, Education, and

Welfare shall submit to the Congress not later than January

1, 1985, a full and complete report as to the effects produced

by reason of the preceding provisions of this Act and the

amendments made thereby.

TITLE 1 V—PROVISiONS RELATiNG TO AFDC

AND CHiLD SUPPORT PROGRAMS

WORK REQUIREMENT UNDER THE AFDC PROGRAM

SEC. 401. (a) Section 402(a)(19)(A) of the Social

Security Act is amended—

(1) by striking so much of subparagraph (A) as

follows "(A)" and precedes clause (i), and inserting in

lieu thereof the following: "that every individual, as a

condition of eligibility for aid under this part, shall
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register for manpower services, training, employment,

and other employment-related activities with the Secre-

tary of Labor as provided by regulations issued by

him, unless such individual is— ";

(2) in clause (vi) of subparagraph (A), by strik-

ing out "under section 433(g) ";

(3) by striking out the word "or" after clause (v);

(4) by adding the word "or" after clause (vi); and

(5) by adding after clause (vi) the following new

clause:

"(vii) a person who is working not less than

30 hours per week; ".

(b) Section 402(a) (19) (B) of such Act is amended by

inserting "to families with dependent children" immediately

after "that aid".

(c) Section 402(a)(19)(D) of such Act is amended by

striking out ", and income derived from a special work proj-

ect under the program established by section 432 (b) (3) ".

(d) Section 402(a) (19) (F) of such Act is amended—

(1) by striking out, in the matter preceding clause

(i), "and for so long as any child, relative, or individu-

al (certified to the Secretary of Labor pursuant to sub-

paragraph (G))" and inserting in lieu thereof "(and

for such period as is prescribed under joint regulations
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of the Secretary and the Secretary of Labor) any

child, relative or individual", and

(2) by inserting "and" at the end of clause (iv),

and by striking so much of such subparagraph (F) as

follows clause (iv).

(e) Section 402 (a) (19) (0) of such Act is amended—

(1) in clause (i), by inserting "(which will, to the

maximum extent feasible, be located in the same facili-

ty as that utilized for the administration of programs

established pursuant to section 432(b) (1), (2), or (3))"

immediately after "administrative unit ",

(2) by striking out, in clause (ii), "subparagraph

(A)," and inserting in lieu thereof "subparagraph (A)

of this paragraph, (I) ",

(3) by striking out "part C" where it first ap-

pears in clause (ii) and inserting in lieu thereof "sec-

tion 432(b) (1), (2), or (3)", and

(4) by striking out, in clause (ii), "employment or

training under part C," and inserting in lieu thereof

"employment or training under section 432(b) (1), (2),

or (3), (ii) such social and supportive services as are

necessary to enable such individuals as determined ap-

propriate by the Secretary of Labor actively to engage

in other employment-related (including but not limited

to employment search) activities, and (III) for a period
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deemed appropriate by the Secretary of Labor after

sue/i an individual accepts employment, such oeuzI

and .upportive services as are reasonable and neces-

.ury to enable him to retain such employment. ".

(f) Section 403(c) of such Act is amended by striking

out "part C" and inserting in lieu thereof "section 432(h)

(1), (2), or (3)".

(q) Section 403 (d) (1) of such Act is amended by adding

at the end thereof the following new sentence: "In detemnin-

ing the amount of the expenditures made under a State plan

for any quarter with respect to social and supportive services

pursuant to section 402(a) (19) (G), there shall be included

the fair and reasonable value of goods and services furnished

in kind from the State or any political subdivision thereof. ".

(ii) The amendments made by this section (other than

those made by subsections (c) and (d)) shall take effect on

January 1, 1980, and the joint regulations referred to in

section 402 (a) (19) (F) of the Social Security Act (as amend-

ed by this section) shall be promulgated on or before such

date, and take effect on such date.
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SEVENTY-FIVE PER CENTUM FEDERAL MATCHING FOR

CERTAIN EXPENDITURES FOR INVESTIGATiNG AND

PROSECUTING CASES OF FRAUD UNDER STATE AFDC

PLANS

8ic. 402. (a) 8ecion 4O3(a, (3,) of the Soca1 Security

Act is amended—

(1) by striking out "and" at the end of subpara-

graph (A);

(2) by redesignating subparagraph (B) as subpar-

agraph (C); and

(3) by adding after subparagraph (A) the follow-

ing new subparagraph:

"(B) 75 per centum of so much of such ex-

penditures a are directly attributable to costs in-

curred (as found necessary by the Secretary) (i)

in the establishment and operation of one or more

identifiable fraud control units the puipose of

which is to investigate and prosecute cases of

fraud in the provision and administration of aid

provided under the State plan, (ii) in the investi-

gation and prosecution of such cases of fraud by

attorneys employed by the State agency or by

local agencies administering the State plan in a

locality within the State, and (iii) in the investi-

gation and prosecution of such cases of fraud by
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attorneys retained under contract for that purpose

by the State agency or such a local agency, and".

(h) Section 403(a) (3) of the Social Security Act ('as

amended by subsection (a) of this section) is further amended

by inserting immediately before the semicolon at the end

thereof the following: ", and no payment shall be made under

subparagraph (B) unless the State agrees to pay to any polit-

ical subdivision thereof, an amount equal to 75 per centum of

so much of the administrative expenditures described in such

subparagraph as were made by such political subdivision".

(c) The amendments made by this section shall be appli-

cable only with respect to expenditures, referred to in section

403(a) (3) (B) of the Social Security Act (as amended by this

section), made on or after April 1, 1980.

USE OF INTERNAL REVENUE SERVICE TO COLLECT

CHILD SUPPORT FOR NON-AFDC FAMILIES

SEC. 403. (a) The first sentence of section 452(b) of the

Social Security Act is amended by inserting "(or undertaken

to be collected by such State pursuant to section 454(6))"

immediately after "assigned to such State ".

(b) The amendment made by this section shall take

effect January 1, 1980.
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SAFEGUARDS RESTRiCTING DiSCLOSURE OF CERTAIN IN-

FORMATJON UNDER AFDC AND SOCiAL SERViCE PRO-

GRAMS

SEC. 404. (a) Section 402(a) (9) of the Social Security

Act is amended—

(1) by striking out "and" at the end of clause (B)

thereof,

(2) by inserting immediately after "need" at the

end of clause (C) thereof the following: ", and (D) any

audit or similar activity conducted in connection with

the administration of any such plan or program by

any governmental entity (including any legislative

body or component or instrumentality thereof) which is

authorized by law to conduct such audit or activity '

and

(3) by inserting "(other than the Committee on

Finance of the Senate, the Committee on Ways and

Means of the House of Representatives, and any gov-

ernmental entity referred to in clause (D) with respect

to an activity referred to in such clause)" immediately

after "committee or a legislative body".

(b) Section 2003(d) (1) (B) of the Social Security Act is

amended—

(1) by striking out "XVJ, or" and inserting in

lieu thereof "XVI, ", and



79

(2) by inserting immediately after "X1X" the fol-

lowing: ", or any audit or similar activity conducted

in connection with the administration of any such plan

or program by any governmental entity (including any

legislative body or component or instrumentality there-

of) which is authorized by law to conduct such audit or

activity".

FEDERAL MATCHiNG FOR CHiLD SUPPORT DUTiES

PERFORMED BY COURT PERSONNEL

SEC. 405. Section 455 of the Social Security Act is

amended by adding at the end thereof the following new

subsection:

"(c) (1) Subject to paragraph (2), there shall be includ-

ed, in determining amounts expended by a State during any

quarter (beginning with the quarter which commences Janu-

ary 1, 1980) for the operation of the plan approved under

section 454, so much of the expenditures of courts (including,

but not limited to, expenditures for or in connection with

judges, or other individuals making judicial determinations,

and other support and administrative personnel) of such

State (or political subdivisions thereof) as are attributable to

the performance of services which are directly related to, and

clearly identifiable with, the operation of such plan.

"(2) The aggregate amount of the expenditures which

are included pursuant to paragraph (1) for the quarters in
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any calendar year s/tall be reduced (but not be/mi' zero) by

the total amount of expenditures described in paragraph (1)

which were made by the State for the 12-month period begin-

ning January 1, 1978.

"(3) So much of the payment to a State under subsec-

tion (a) for any quarter as is payable by reason of the provi-

sions of this subsection may, if the law (or procedures estab-

lished thereunder) of the State so provides, be made directly

to the courts of the State (or political subdivisions thereof)

furnishing the services on account of which the payment is

payable. ".

CHILD SUPPORT MANAGEMENT INFORMATION SYSTEM

SEC. 406. (a) Section 455(a) of the Social Security

Act is amended by—

(1) striking out "and" at the end of clause (1),

(2) inserting "and" at the end of clause (2), and

(3) adding after and below clause (2) the follow-

ing new clause:

"(3) equal to 90 percent (rather than the percent

specified in clause (1) or (2)) of so much of the sums

expended during such quarter as are attributable to the

planning, design, development, installation or enhance-

ment of an automatic data processing and information

retrieval system which the Secretary finds meets the

requirements specified in section 454(16);".
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(h) Section 44 of such A ct is amended—

(1) by striking out "and" at the end of paragraph

(14),

(2) by striking out the period at the end of para-

graph (15) and inserting in lieu thereof ", and", and

(3) by adding after paragraph (15) the following

new paragraph:

"(16) provide, at the option of the State, for the

establishment, in accordance with an (initial and an-

nually updated) advance automatic data processing

planning document approved under section 452(d), of

an automatic data processing and information retrieval

system designed effectively and efficiently to assist

management in the administration of the State plan,

in the State and localities thereof, so as (A) to control,

account for, and monitor (i) all the factors in the child

support enforcement collection and paternity determi-

nation process under such plan (including, but not lim-

ited to, (1) identifiable correlation factors (such as

social security numbers, names, dates of birth, home

addresses and mailing addresses (including postal ZiP

codes) of any individual with respect to whom child

support obligations are sought to be established or en-

forced and with respect to any person to whom such

support obligations are owing) to assure sufficient com-

H.R. 3236—pp-------6
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patibility among the systems of different jurisdictions

to permit periodic screening to determine whether such

individual is paying or is obligated to pay child sup-

port in more than one jurisdiction, (ii) checking of

records of such individuals on a periodic basis with

Federal, intra- and interState, and local agencies,

(111) maintaining the data necessary to meet the Fed-

eral reporting requirements on a timely basis, and (1 V)

delinquency and enforcement activities), (ii) the collec-

tion and distribution of support payments (both intra-

and inter-State), the determination, collection and dis-

tribution, of incentive payments both inter- and intra-

State, and the maintenance of accounts receivable on

all amounts owed, collected and distributed, and (iii)
the costs of all services rendered, either directly or by

interfacing with State financial management and ex-

penditure information, (B) to provide interface with

records of the State aid to families with dependent

children program in order to determine if a collection

of a support payment causes a change affecting eligi-

bility for or the amount of aid under such program,

(C) to provide for security against unauthorized access

to, or use of, the data in such system, and (D) to pro-

vide management information on all cases under the
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State plan from initial referral or application through

collection and enforcement. '

(c) Section 452 of such Act is amended by adding at the

end thereof the following new subsection:

"(d)(1) The Secretary shall not approve the initial and

annually updated advance automatic data processing plan-

ning document, referred to in section 454(16), unless he

finds that such document, when implemented, will generally

carry out the objectives of the management system referred to

in such subsection, and such document—

"(A) provides for the conduct of, and reflects the

results of, requirements analysis studies, which include

consideration of the program mission, functions, orga-

nization, services, constraints, and current support, of,

in, or relating to, such system,

"(B) contains a description of the proposed man-

agement system referred to in section 455(a) (3), in-

cluding a description of information flows, input data,

and output reports and uses,

"(C) sets forth the security and interface require-

ments to be employed in such management system,

"(D) describes the projected resource requirements

for staff and other needs, and the resources available or

expected to be available to meet such requirements,
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"(E) contain3 an implementation plan and

backup procedures to handle possible failures,

"(F) contains a summary of proposed improve-

ment of such management system in terms of qualita-

tive and quantitative benefits, and

"(G) provides such other information as the Sec-

retary determines under regulation is necessary.

"(2)(A) The Secretary shall through the separate orga-

nizational unit established pursuant to subsection (a), on a

continuing basis, review, assess, and inspect the planning,

design, and operation of, management information systems

referred to in section 455(a) (3), with a view to determining

whether, and to what extent, such systems meet and continue

to meet requirements imposed under section 452(d) (1) and

the conditions specified under section 454(16).

"(B) If the Secretary finds with respect to any

statewide management information system referred to in sec-

tion 455(a) (3) that there is a failure substantially to comply

with criteria, requirements, and other undertakings, pre-

scri bed by the advance automatic data processing planning

document theretofore approved by the Secretary with respect

to such system, then the Secretary shall su8pend his approval

of such document until there is no longer any such failure of

such system to comply with such criteria, requirements, and

other undertakings so prescribed. ".
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(d) Section 452 of the Social Security Act is further

amended by inserting after subsection (d) (as added by sub-

8eclWn 4) of this section) the following new subsection:

"('e,.) 'ilte Secretary shall provide such technical assist-

ance to States as he determines necessary to assist States to

plan, design, develop, or install and provide for the security

of, the management information systems referred to in section

455 (a) (3) of this Act. ".

(e) The amendments made by this section shall take

effect on January 1, 1980, and shall be effective only with

respect to expenditures, referred to in section 455(a) (3) of the

Social Security Act (as amended by this Act), made on or

after such date.

AFDC MANAGEMENT INFORMATION SYSTEM

SEC. 407. (a) Section 403 (a) (3) of the Social Security

Act is amended by—

(1) striking out "and" at the end of subparagraph

(B) (as added by section 402(a) of this Act);

(2) redesignating subparagraph (C) thereof (as re-

designated by section 402(a) of this Act) as subpara-

graph (E); and

(3) by adding after subparagraph (B) (as redesig-

nated by such section) the following new subpara-

graphs:
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"(C) 90 per centum of so much of the sums

expended during such quarter (commencing with

the quarter which begins April 1, 1980) as are at-

tributable to the planning, design, development, or

installation of such statewide mechanized claims

processing and information retrieval systems as

(i) meet the conditions of section 402 (a) (30), and

(ii) the Secretary determines are likely to provide

more efficient, economical, and effective adminis-

Iration of the plan and to be compatible with the

claims processing and information retrieval sys-

tems utilized in the administration of State plans

approved under title XIX, and State programs

with respect to which there is Federal financial

participation under title XX,

"(D) 75 per centum of so much of the sums

expended during such quarter (commencing with

the quarter which begins April 1, 1980) as are at-

tributable to the operation of systems (whether

such systems are operated directly by the State or

by another person under contract with the State)

of the type described in subparagraph (C) (whet h-

er or not designed, developed, or installed with as-

sistance under such subparagraph) and which

meet the conditions of section 402 (a) (3 0), and".
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(b)(1) Section 402(a) of the Social Security Act is

amended—

(A) by .fitriking out "and" at the end of subpara-

graph (28),

(B) by striking out the period at the end of sub-

paragraph (29) and inserting in lieu of such period the

following. ", and", and

(C) by adding after and below subparagraph (29)

thereof the following new subparagraph:

"(30) at the option of the State, provide, effective

April 1, 1980 (or at the beginning of such subsequent

calendar quarter as the State shall elect), for the estab-

lishment and operation, in accordance with an (initial

and annually updated) advance automatic data proc-

essing planning document approved under subsection

(d), of an automated statewide management informa-

tion system designed effectively and efficiently, to

assist management in the administration of the State

plan for aid to families with dependent children ap-

proved under this part, so as (A) to control and ac-

count for (i) all the factors in the total eligibility deter-

mination process under such plan for aid (including,

but not limited to, (I) identifiable correlation factors

(such as social security numbers, names, dates of birth,

home addresses, and mailing addresses (including
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postal ZiP codes), of all applicants and recipients of

such aid and the relative with whom any child who is

such an applicant or recipient is living) to assure suf-

ficient compatibility among the systems of different ju-

risdictions to permit periodic screening to determine

whether an individual is or has been receiving benefits

from more than one jurisdiction, (ii) checking records

of applicants and recipients of such aid on a periodic

basis with other agencies, both intra- and inter-State,

for determination and verification of eligibility and

payment pursuant to requirements imposed by other

provisions of this Act), (ii) the costs, quality, and de-

livery of funds and services furnished to applicants for

and recipients of such aid, (B) to notify the appropri-

ate officials of child support, food stamp, social service,

and medical assistance programs approved under title

X1X whenever the case becomes ineligible or the

amount of aid or services is changed, and (C) to pro-

vide for security against unauthorized access to, or use

of, the data in such system. '
(2) Section 402 of such Act is• further amended by

adding at the end thereof the following new subsection:

"(d)(1) The Secretary shall not approve the initial and

annually updated advance automatic data processing plan-

ning document, referred to in subsection (a)(30), unless he
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finds that such document, when implemented, will generally

carry out the objectives of the statewide management system

referred to in such subsection, and such document—

"(A) provides for t4e conduct of, and reflects the

results of, requirements analysis studies, which include

consideration of the program mission, functions, orga-

nization, services, constraints, and current support, of,

in, or relating to, such system,

"(B) contains a description of the proposed

statewide management system referred to in section

403(a) (3) (D), including a description of information

flows, input data, and output reports and uses,

"(C) sets forth the security and interface require-

ments to be employed in such statewide management

system,

"(D) describes the projected resource requirements

for staff and other needs, and the resources available or

expected to be available to meet such requirements,

"(E) includes cost-benefit analyses of each alter-

native management system, data processing services

and equipment, and a cost allocation plan containing

the basis for rates, both direct and indirect, to be in

effect under such statewide management system,

"(F) contains an implementation plan with charts

of development events, testing descriptions, proposed ac-
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ceptance criteria, and backup and faliback procedures

to handle possible failure of contingencies, and

"(G) contains a summary of proposed improve-

ment of such statewide management system in terms of

qualitative and quantitative benefits.

"(2)(A) The Secretary shall, on a continuing basis,

review, assess, and inspect the planning, design, and oper-

ation of, statewide management information systems referred

to in section 403(a)(3)(C), with a view to determining

whether, and to what extent, such systems meet and continue

to meet requirements imposed under such section and the con-

ditions specified under subsection (a) (30) of this section.

"(B) if the Secretary finds with respect to any

statewide management information system referred to in Sec-

tion 403 (a) (3) (C) that there is a failure substantially to

comply with criteria, requirements, and other undertakings,

prescribed by the advance automatic data processing plan-

ning document theretofore approved by the Secretary with

respect to such system, then the Secretary shall suspend his

approval of such document until there is no longer any such

failure of such system to comply with such criteria, require-

ments, and other undertakings so prescribed. ".

(c) Title iV of the Social Security Act is further

amended by inserting after section 411 the following new

section:
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"TECHNICAL ASSISTANCE FOR DEVELOPING

MANAGEMENT INFORMATION SYSTEMS

"SEc. 412. The Secretary shall provide such technical

assintance to States as he determines necessary to assist

States to plan, design, develop, or install and provide for the

security of, the management information systems referred to

in section 403 (a) (3) (C) of this Act. ".

(d) The amendments made by this section shall take

effect on April 1, 1980.

EXPENDITURES FOR THE OPERATION OF STATE PLANS

FOR CHILD SUPPORT

SEC. 408. (a) Section 455(b)(2) of such Act is amend-

ed by striking out "The Secretary" and inserting in lieu

thereof "Subject to sbsection (d), the Secretary ".

(b) Section 455 is further amended by adding after sub-

section (c) thereof (as added by section 405 of this Act) the

following new subsection:

"(d) Notwithstanding any other provisions of law, no

amount shall be paid to any State under this section for the

quarter commencing July 1, 1980, or for any succeeding

quarter, prior to the close of such quarter, unless for the

period consisting of all prior quarters for which payment is

authorized to be made to such State under subsection (a),

there shall have been submitted by the State to the Secretary,

with respect to each quarter in such period (other than the
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last two quarters in such period), a full and complete report

(in such form and manner and containing such information

as the Secretary shall prescribe or require) as to the amount

of child support collected and disbursed and all expenditures

with respect to which payment is authorized under subsection

(a). ".

(c)(l) Section 403 (b) (2) of the Social Security Act is

amended—

(A) by striking out "and" at the end of clause

(A), and

(B) by adding immediately before the semicolon

at the end of clause (B) the following: ", and (C) re-

duced by such amount as is necessary to provide the

'appropriate reimbursement of the Federal Govern-

ment'that the State is required to make under section

457 out of that portion of child support collections re-

tained by it pursuant to such section ".

(2) The amendments made by paragraph (1) shall be

effective in the case of calendar quarters commencing after

the date of enactment of this Act.

ACCESS TO WAGE INFORMATION FOR PURPOSES OF

CARRYINC OUT STATE PLANS FOR CHILD SUPPORT

SEC. 409. (a) Part D of title IV of the Social Security

Act is amended by adding at the end thereof the following

new section:
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"ACCESS TO WAGE iNFORMATiON

'WEe. 46.9. (ia,) Notwithstanding any other provision of

law, the Secretary shall make available to any State (or po-

litical subdivision thereof) wage information (other than re-

turns or return information as defined in section 6103(b) of

the Internal Revenue Code of 1954), including amounts

earned, period for which it is reported, and name and address

of employer, with respect to an individual, contained in the

records of the Social Security Administration, which is nec-

essary for purposes of establishing, determining the amount

of, or enforcing, such individual child support obligations

which the State has undertaken to enforce pursuant to a

State plan described in section 454 which has been approved

by the Secretary under this part, and which information is

specifically requested by such State or political subdivision

for such purposes.

"(b) The Secretary shall establish such safeguards as

are necessary (as determined by the Secretary under regula-

tions) to insure that information made available under the

provisions of this section is used only for the purposes au-

thorized by this section.

"(c) For disclosure of return information (as defined in

section 6103(b) of the Internal Revenue Code of 1954) con-

tained in the records of the Social Security Administration
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for purpoxe described in paragraph (a), see section

6103(1)(7) of such (lode. ".

(b) Section 3304(a) of the Federal Unemployment Tax

Act is amended by redesignating paragraph (17) as para-

graph (18) and by inserting after paragraph (16) the follow-

ing new paragraph:

"(17) (A) wage and other relevant information (in-

cluding amounts earned, period for which reported, and

name and address of employer), with respect to an in-

dividual, contained in the records of the agency admin-

istering the State law which is necessary (as jointly

determined by the Secretary of Labor and the Secre-

tary of Health, Education, and Welfare in regula-

tions) for purposes of establishing, determining the

amount of, or enforcing, such individual child sup-

port obligations which the State has undertaken to en-

force pursuant to a State plan described in section 454

of the Social Security Act which has been approved by

such Secretary under part D of title IV of such Act,

and which information is specifically requested by

such State or political subdivision for &uch purposes,

and

"(B) such safeguards are established as are neces-

sary (as determined by the Secretary of Health, Edu-

cation, and Welfare in regulations) to insure that such
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information is used only for the purposes authorized

under subparagraph (A), ".

(c) (7) Section 6103 (1,) of the Internal Revenue Code of

111i4 in amended by in.ertinq after paragraph (6) the follow-

infj new paragraph:

"(7) DISCLOSURE OF CERTAIN RETURN INFOR-

WATION TO DEPARTMENT OF HEALTH, EDUCATION,

AND WELFARE AND TO STATE AND LOCAL WELFARE

AGENCIES. —

"(A) DISCLOSURE BY SOCIAL SECURITY

ADMINISTRATION TO DEPARTMENT OF HEALTH,

EDUCATION, AND WELFARE.—Officers and em-

ployees of the Social Security Administration

shall, upon request, disclose return information

with respect to net earnings from self-employment

(as defined in section 1402 (a)) and wages (as de-

fined in section 3121(a), or 3401 (a)), which has

been disclosed to them as provided by paragraph

(1) (A) of this subsection, to other officers and em-

ployees of the Department of Health, Education,

and Welfare for a necessary purpose described in

section 463(a) of the Social Security Act.

"(B) DISCLOSURE BY SOCIAL SECURITY

ADMINISTRATION DIRECTLY TO STATE AND

LOCAL AGENCIES.—Officers and employees of
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the Social Security Administration shall, upon

written request, disclose return information with

respect to net earnings from self-employment (as

defined in ,9ection 1402 (a) and wcuje as defined

in section 3121 (a), or 3401 (a)), which has been

disclosed to them as provided by paragraph (1) (A)

of this subsection, directly to officers and employ-

ees of an appropriate State or local agency, body,

or commission for a necessary purpose described

in section 463(a) of the Social Security Act.

"(U) DISCLOSURE BY AGENCY ADMINIS-

TERING STATE UNEMPLOYMENT COMPENSATION

LAWS.—Officers and employees of a State

agency, body, or commission which is charged

under the laws of such State with the responsibil-

ity for the administration of State unemployment

compensation laws approved by the Secretary of

Labor as provided by section 3304 shall, upon

written request, disclose return information with

respect to wages (as defined in section 3306(b))

which has been disclosed to them as provided by

this title directly to officers and employees of an

appropriate State or local agency, body, or com-

mission for a necessary purpose described in sec-

tion 3304(a) (16) or (17). ".
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(2) Section 6103(n) of the internal Revenue Code of

19.54 is amended to read as follows:

"(n) CERTAiN OTHER PERSONS.—Pursuant to regu-

lalions prescribed by the Secretary—

"(1) returns and return information may be dis-

closed to any person, including any person described in

section 7513(a), to the extent necessary in connection

with the processing, storage, transmission, and repro-

duction of such returns and return information, and

the programing, maintenance, repair, testing, and pro-

curement of equipment, for purposes of tax adminitra-

tion, and

"(2) return information disclosed to officers or

employees of a State or local agency, body, or commis-

sion as provided in subsection (l)(7) may be disclosed

by such officers or employees to any person to the

extent necessary in connection with the processing and

utilization of such return information for a necessary

purpose described in section 4 63(a) of the Social Secu-

rity Act. ".

(3) Paragraph (3)(A) of section 6103(p) of the Internal

Revenue Code of 1954 is amended by striking out "(l)(1) or

(4)(B) or (5)" and inserting in lieu thereof "(l)(1), (4)(B),

(5), or (7)".

ILR. 3236—pp——7
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(4) Paragraph (4) of section 6103(p) of the internal

Revenue Code of 19.54 is amended by striking out "agency,

body, or commission described in subsection (d) or (V ('3,) or

(6)" and inserting in lieu thereof "agency, body, or commis-

sion described in subsection (d) or (1) (3), (6), or (7)".

(5) Subparagraph (F)(i) of paragraph (4) of section

6l03(p)(4) of the internal Revenue Code of 1954 is amended

by striking out "an agency, body, or commission described in

subsection (d) or (1X6)" and inserting in lieu thereof "an

agency, body, or commission described in subsection (d) or (1)

(6) or (7)".

(6) The first sentence of paragraph (2) of section

7213(a) of the internal Revenue Code is amended by strik-

ing out "subsection (d), (0(6), or (m)(4)(B)" and inserting

in lieu thereof "subsection (d), (1) (6) or (7), or (m)(4)(B) ".

(d) The amendments made by this section shall take

effect on January 1, 1980.

TiTLE V—OTHER PROViSiONS RELATiNG TO

THE SOCiAL SECURiTY ACT

RELATIONSHIP BETWEEN SOCIAL SECURITY AND SSI

BENEFITS

SEC. 501. (a) Part A of title Xi of the Social Security

Act is amended by adding at the end thereof the following

new section:
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"ADJUSTMENT OF RETROACTIVE BENEFIT UNDER TITLE

11 ON ACCOUNT OF SUPPLEMENTAL SECURITY

INCOME BENEFITS

"SEC. 1132. Notwithstanding anj other provision of
this Act, in anj case where an individual—.

"(1) makes application for benefits under title II
and is subsequentlj detemnined to be entitled to those

benefits, and

"(2) was an individual with respect to whom sup-

plemental securitj income benefits were paid under
title XVI (including State supplementary pa/ments
which were made under an agreement pursuant to sec-

tion l6l6(a) or an administration agreement under

section 212 of Public Law 93—66) for one or more
months during the period beginning with the first
month for which a benefit described in paragraph (1)
is pajable and ending with the month before the first
month in which such benefit is paid pursuant to the
application referred to in paragraph (1),

the benefits (described in paragraph (1)) which are otherwise
ret roactivelj pajable to such individual for months in the
period described in paragraph (2) shall be reduced by an
amount equal to so much of such supplemental securitj
income benefits (including State supplementai..y payments)
described in paragraph (2) for such month or months as
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would not have been paid with respect to such individual or

his eligible spouse if the individual had received the benefits

under title ii at the times they were regularly due during

such period rather than retroactively; and from the amount of

such reduction the Secretary shall reimburse the State on

behalf of which such supplementary payments were made for

the amount (if any) by which such State expenditures on

account of such supplementary payments for the period in-

volved exceeded the expenditures which the State would have

made (for such period) if the individual had received the

benefits under title ii at the times they were regularly due

during such period rather than retroactively. An amount

equal to the portion of such reduction remaining after reim-

bursement of the State under the preceding sentence shall be

covered into the general fund of the Treasury. ".

(b) Section 204 of such Act is amended by adding at the

end thereof the following new subsection:

"(e) For payments which are adjusted by reason of pay-

ment of benefits under the supplemental security income pro-

gram established by title XVJ, see section 1132. ".

(c) Section 1631(b) of such Act is amended by—

(1) inserting "(1)" immediately after '?) ' and

(2) adding at the end thereof the following new

paragraph:
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"(2) For payments for which adjustments are made by

reason of a retroactive payment of benefits under title II, see

section 1132. ".

(d) The amendmenls made by this section shall be ap-

plicable in the case of payments of monthly insurance bene-

fits under title II of the Social Security Act entitlement for

which is determined after March 31, 1980.

EXTENSION OF NATIONAL COMMISSION ON SOCIAL

SECURITY

SEC. 502. (a) Section 361 (a) (2) (F) of the Social Secu-

rity Amendments of 1977 is amended by striking out "a term

of two years" and inserting in lieu thereof "a term which

shall end on April 1, 1981 ".

(b) Section 361 (c) (2) of the Social Security Amend-

ments of 1977 is amended by striking out all that follows the

semicolon and inserting in lieu thereof "and the Commission

shall cease to exist on April 1, 1981. ".

TIME FOR MAKING OF SOCIAL SECURITY CONTRIBUTIONS

WITH RESPECT TO COVERED STATE AND LOCAL EM-

PLOYEES

SEC. 503. (a) Subparagraph (A) of section 218(e) (1) of

the Social Security Act is amended to read as follows:

"(A) that the State will pay to the Secretary of

the Treasury, within the thirty-day period immediately

following the last day of each calendar month, amounts

H.R. 3236—pp——8
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equivalent to the sum of the taxes which would be im-

posed by sections 3101 and 3111 of the internal Reve-

nue Code of 1954 if the services for which wages were

paid in such month to employees covered by the agree-

ment constituted employment as defined in section

3121 of such Code; and".

(b) The amendment made by subsection (a) shall be ef-

fective with respect to the payment of taxes (referred to in

section 218(e) (1) (A) of the Social Security Act, as amended

by subsection (a)) on account of wages paid on or after July

1, 1980.

(c) The provisions of section 7 of Public Law 94—2 02

shall not be applicable to any regulation which becomes effec-

tive on or after July 1, 1980, and which is designed to carry

out the purposes of subsection (a) of this section.

ELIGIBILITY OF ALIENS FOR 551 BENEFITS

SEC. 504. (a) Section 1614(a) (1) (B) of the Social Se-

curity Act is amended to read as follows:

"(B) is a resident of the United States, and is

either (i) a citizen, or (ii) an alien lawfully admitted

for permanent residence, or otherwise permanently re-

siding in the United States under color of law (includ-

ing any alien who is lawfully present in the United

States as a result of the application of the provisions of

section 203(a)(7) or who has been paroled into the
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United States as a refugee under section 212(d) (5) of

the Immigration and Nationality Act) and who ha$ re-

sided in the United States throughout the 3-year

period immediately preceding the month in which he

applies for benefits under this title. For purposes of

clause (ii), an alien shall not be required to meet the

3-year residency requirement if (I) such alien has been

lawfully admitted to the United States as a refugee as

a result of the application of the provisions of section

203(a) (7) or has been paroled into the United States

as a refugee under section 212(d) (5) of the Immigra-

tion and Nationality Act, or has been granted political

asylum by the Attorney General, (II) the support

agreement with respect to such alien under section 216

of the Immigration and Nationality Act i excused and

unenforceable pursuant to subsection (c) of such sec-

tion, (III) the sponsor of such alien (as defined in sec-

tion 216 of the Immigration and Nationality Act) fails

to provide support for such alien under the terms of the

support agreement as required under such section 216,

and such alien affirmatively demonstrates to the satis-

faction of the Attorney General that he did not partici-

pate in any fraud, collusion, or misrepresentation on

the part of the sponsor, that he believed in good faith

that the sponsor had adequate financial resources to
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support him, and that he could not have reasonably

foreseen the refusal or inability of the sponsor to

comply with the support agreement (provided that the

3-year residency requirement shall not apply only for

the period during which such sponsor fails to provide

support under such agreement), or (1V) such alien is

blind (as determined under paragraph (2)) or disabled

(as determined under paragraph (3)) and the medical

condition which caused his blindness or disability

arose after the date of his admission to the United

States for permanent residence. For purposes of the

preceding sentence, the medical condition which caused

his blindness or disability shall be presumed to have

arisen prior to the date of his admission to the United

States for permanent residence if it was reasonable to

believe, based upon evidence available on or before

such date of admission, that such medical condition ex-

isted and would result in blindness or disability within

3 years after such date of admission, and the medical

condition which caused his blindness or disability shall

be presumed to have arisen after such date of admis-

sion to the United States for permanent residence if

the existence of such medical condition was not known

on or before such date of admission, or, if the existence

of such medical condition was known, it was not rea-
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no'nahle to believe, based upon evidence available on or

before nuch dale of admission, that such medical condi-

tion would result in blindness or disability within 3

years after such date of admission. '

(1) The amendment made by subsection (a) shall apply

only with respect to aliens applying for supplemental secu-

rity income benefits under title XVI of the Social Security

Act on or after January 1, 1980.

AUTHORITY FOR DEMONSTRATION PROJECTS

SEC. 505. (a) (1) The Secretary of Health, Education,

and Welfare shall develop and carry out experiments and

demonstration projects designed to determine the relative ad-

vantages and disadvantages of (A) various alternative meth-

ods of treating the work activity of disabled beneficiaries

under the old-age, survivors, and disability insurance pro-

gram, including such methods as a reduction in benefits

based on earnings, designed to encourage the return to work

of disabled beneficiaries and (B) altering other limitations

and conditions application to such disabled beneficiaries (in-

cluding, but not limited to, lengthening the trial work period,

altering the 24-month waiting period for medicare benefits,

altering the manner in which such program is administered,

earlier referral of beneficiaries for rehabilitation, and greater

use of employers and others to develop, perform, and other-

wise stimulate new forms of rehabilitation), to the end that
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savings will accrue to the Trust Funds, or to otherwise pro-

mote the objectives or facilitate the administration of title Ii

of the Social Security Act.

(2) The experiments and demonstration projects devel-

oped under paragraph (1) shall be of sufficient scope and

shall be carried out on a wide enough scale to permit a thor-

ough evaluation of the alternative methods under considera-

tion while giving assurance that the results derived from the

experiments and projects will obtain generally in the oper-

ation of the disability insurance program without committing

such program to the adoption of any particular system either

locally or nationally.

(3) In the case of any experiment or demonstration proj-

ect under paragraph (1), the Secretary may waive compli-

ance with the benefit requirements of titles II and XVIII of

the Social Security Act insofar as is necessary for a thor-

ough evaluation of the alternative methods under considera-

tion. No such experiment or project shall be actually placed

in operation unless at least ninety days prior thereto a writ-

ten report, prepared for purposes of notification and informa-

tion only and containing a full and complete description

thereof, has been transmitted by the Secretary of Health,

Education, and Welfare to the Committee on Ways and

Means of the House of Representatives and to the Committee

on Finance of the Senate. Periodic reports on the progress of
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such experiments and demonstration projects shall be submit-

ted by the Secretary to such committees. When appropriate,

such reports shall include detailed recommendations for

changes in administration or law, or both, to carry out the

objectives stated in paragraph (1).

(4) The Secretary of Health, Education, and Welfare

shall submit to the Congress no later than January 1, 1983,

a report on the experiments and demonstration projects with

respect to work incentives carried out under this section to-

gether with any related data and materials which he may

consider appropriate.

(5) Section 201 of the Social Security Act is amended

by adding at the end thereof the following new subsection.

"(lc) Expenditures made for experiments and demon-

stration projects under section 505(a) of the Social Security

Disability Amendments of 1979 shall be made from the Fed-

eral Disability insurance Trust Fund and the Federal Old-

Age and Survivors insurance Trust Fund, as determined ap-

propriate by the Secretary. ".

(b) The Secretary of Health, Education, and Welfare is

authorized to waive any of the requiremeits, conditions, or

limitations of title XVi of the Social Security Act (or to

waive them only for specified purposes, or to impose addi-

tional requirements, conditions, or limitations) to such extent

and for such period as he finds necessary to carry out one or
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more experimental, pilot, or demonstration projects which, in

/ti. judgment, are likely to as8it in promoting the objectives

or facilitate the administration of 8uCh title. Any cost8 for

benefits under or administration of any 8uCh project (includ-

ing planning for the project and the review and evaluation of

the project and its results), in excess of those that would have

been incurred without regard to the project, shall be met by

the Secretary from amounts available to him for this purpose

from appropriations made to carry out such title. The costs of

any such project which is carried out in coordination with

one or more related projects under other titles of such Act or

any other Act shall be allocated among the appropriations

available for such projects and any Trust Funds involved, in

a manner determined by the Secretary, taking into consider-

ation the programs (or types of benefits) to which the project

(or part of a project) is most closely related or which the

project (or part of a project) is intended to benefit. If, in order

to carry out a project under this subsection, the Secretary

requests a State to make supplementary payments (or makes

them himself pursuant to an agreement under section 1616 of

such Act), or to provide medical assistance under its plan

approved under title XIX of such Act, to individuals who are

not eligible there for, or in amounts or under circumstances in

which the State does not make such payments or provide

such medical assistance, the Secretary shall reimburse such
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State for the non-Federal share of such payments or assist-

ance from amounts appropriated to carry out title XVI of

such Act.

(c) Any requirements of title II of Public Law 93—348

otherwise held applicable are hereby waived with respect to

conditions of payment of benefits under title II or XVJ of the

Social Security Act or to coverage, or copayments, deducti-

bles, or other limitations on payment for services (whether of

general application or in effect only on a trial or demonstra-

tion basis) under programs established under titles XVIII

and XIX of such Act. Notwithstanding the first sentence of

this subsection, the Secretary of Health, Education, and

Welfare in carrying out, approving, or reviewing any appli-

cation for, any experimental, pilot, or demonstration project

pursuant to the Social Security Act or this Act shall apply

any appropriate requirements of title II of Public Law

93—348 and any regulations promulgated thereunder in

making his decision on whether to approve such application.

(d) The Secretary shall submit to the Congress a final

report with respect to all experiments and demonstration

projects carried out under this subsection no later than five

years after the date of the enactment of this Act.



110

INCLUSION IN WAGES OF FICA TAXES PAID BY

EMPLO YEI?

ASVEC. .506. (a) Section 209(f) of the Social Security Act

is amended to read as follows:

"(f) The payment by an employer (without deduction

from the remuneration of the employee) (1) of the tax im-

posed upon an employee under section 3101 of the Internal

Revenue Code of 1954 (A) for wages paid for domestic serv-

ice in a private home of the employer, or (B) if such employer

is a 'small business concern' as that term is employed in the

administration of section 7(a) of the Small Business Act (re-

lating to business loans), or (C) if such employer is a State

or political subdivision thereof, or (D) if such employer is a

private nonprofit organization, which is exempt from income

tax under section 501(a) of the Internal Revenue Code of

1954, or (2) of any payment required from an employee

under a State unemployment compensation law;".

(b) Section 3121(a) (6) of the Internal Revenue Code of

1954 is amended to read as follows:

"(6) the payment by an employer (without deduc-

tion from the remuneration of the employee)—

"(A) of the tax imposed upon an employee

under section 3101 of this Code (i) for wages

paid for domestic service in a private home of the

employer, or (ii) if such employer is a 'small
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business concern' as that term i employed in the

administration of section 7(a) of the Small Busi-

ness Act (relating to business loans), or (iii) if

such employer is a State or political subdivision

thereof, or (iv) if such employer is a private non-

profit organization, whi,h is exempt from income

tax under section 501(a), or

"(B) of any payment required from an em-

ployee under a State unemployment compensation

law; ".

(c) The amendments made by this section shall be effec-

tive with respect to remuneration paid after December 31,

1980.

VOLUNTARY CERTIFICATION OF MEDICARE

SUPPLEMENTAL HEALTH INSURANCE POLICIES

SEC. 507. (a) Title XVIII of the Social Security Act

is amended by adding at the end thereof the following new

section:

"VOLUNTARY CERTIFICATION OF MEDICARE

SUPPLEMENTAL HEALTH INSURANCE POLICIES

"SEC. 1882. (a) The Secretary shall establish a proce-

dure whereby medicare supplemental policies as defined in

subsection (g)) may be certified by the Secretary as meeting

minimum standards set forth in subsection (c). Such proce-

dure shall provide an opportunity for any insurer to submit
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any such policy, and such additional data as the Secretary

finds necessary, to the Secretary for his examination and for

hi8 certification thereof as meeting the standards set forth in

suh8ection ('&. Such certification shall remain in effect, if the

insurer files a statement with the Secretary no later than

December 31 of each year stating that the policy continues to

meet the standards set forth in subsection (c), and if the in-

surer submits such additional data as the Secretary finds

necessary to independently verify the accuracy of such nota-

rized statement. Where the Secretary determines such a

policy meets (or continues to meet) the required standards, he

shall authorize the insurer to have printed on such policy an

emblem which the Secretary shall cause to be designed for

use as an indication that a policy has received the Secre-

tary certification. The Secretary shall provide each State

insurance commissioner with a list of all the policies which

have received his certification.

"(b) Any medicare supplemental policy issued in any

State which has established under State law a regulatory

program providing for the application of minimum standards

with respect to such policies equal to or more stringent than

the standards provided for under subsection (c) shall be

deemed (for so long as the Secretary finds such State pro-

gram continues to require compliance with such standards) to

meet the standards set forth in subsection (c).
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"(c) The Secretary shall not certify under this section

any medicare supplemental policy for any period, nor con-

lz'nue a certification for any period, unless he finds that for

such period such policy—

"(1) meets standards set forth by the Secretary

with respect to adequacy of coverage (either in a single

policy or, in the case of nonprofit hospital and medical

service associations, in one or more policies issued in

conjunction with one another), but such standards

shall not require coverage in excess of coverage of the

part A medicare deductible and the following coverage

required under section 7(i)(2) of the 'NA1C Model

Regulation to implement the individual Accident and

Sickness insurance Minimum Standards Act', adopted

by the National Association of insurance Commission-

ers on June 6, 1979:

"(A) coverage of part A medicare eligible ex-

penses for hospitalization to the extent not covered

under part A from the 61st day through the 90th

day in any medicare benefit period;

"(B) coverage of part A medicare eligible ex-

penses incurred as daily hospital charges during

use of medicare 's lifetime hospital inpatient re-

serve days;
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"(C) upon exhaustion of all medicare hosp-

tal inpatient coverage, including the lifetiflze

serve days, coverage of 90 percent of all medicare

part A eligible expenses for hospitalization not

covered by medicare, subject to a lifetime maxi-

mum benefit of an additional 365 days; and

"(D) coverage of 20 percent of the amount of

medicare eligible expenses under part B regard-

less of hospital confinement, subject to a maxi-

mum calendar year out of-pocket deductible of

$200 of such expenses and to a maximum benefit

of at least $5,000 per calendar year;

"(2) is written in simplified language, and in a

form, which can be easily understood by purchasers;

"(3) does not limit or preclude liability under the

policy for a period longer than 6 months because of a

health condition existing before the policy is effective;

"(4) contains a prominently displayed 'no loss

cancellaton clause' enabling the insured to return the

policy within 30 days of the date of receipt of the

policy (or the certificate issued thereunder) with return

in full of any premium paid;

"(5) can be expected (as estimated for such

period, not to exceed one year, to the maximum extent

appropriate on the basis of actual claims experience
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and premiums for such policy and in accordance with

accepted actuarial principles and practices) to return to

policyholders in the form of aggregate benefits provided

under the policy, at least 75 percent of the aggregate

amount of premiums collected in the case of group poli-

cies, and at least 60 percent of the aggregate amount of

premiums collected in the case of individual policies;

and

"(6) contains a written statement, in such form as

the Secretary may prescribe, for prospective purchasers

of such information as the Secretary shall prescribe re-

lating to (A) the policy 's premium, coverage in relation

to the coverage and exclusions under medicare, and re-

newability provisions, and (B) the identification of the

insurer and its agents.

"(d)(1) Whoever knowingly or willfully makes or

causes to be made or induces or seeks to induce the making of

any false statement or representation of a material fact with

respect to the compliance of any policy with the standards set

forth in subsection (c) or in regulations promulgated pursu-

ant to such subsection, or with respect to the use of the

emblem designed by the Secretary under subsection (a), shall

be guilty of a felony and upon conviction thereof shall be

fined not more than $25,000 or imprisoned for not more than

5 years, or both.
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"(2) Whoever falsely assumes or pretends to be acting,

or misrepresent8 in any way that he is acting under the au-

thority of or in a88ociation with, the program of health insur-

ance e8tablished by thi8 title, or any Federal agency, for the

purpose of selling or attempting to sell insurance, or in such

pretended character demands, or obtains money, paper, docu-

ments, or anything of value, shall be guilty of a felony and

upon conviction thereof shall be fined not more than $25,000

or imprisoned for not more than 5 years, or both.

"(3)(A) Whoever knowingly sells a health insurance

policy to an individual entitled to benefits under part A or

enrolled under part B of this title, with knowledge that such

policy substantially duplicates health benefits to which such

individual is otherwise entitled, other than benefits to which

he is entitled under a requirement of State or Federal law

(other than this title), 8hall be guilty of a felony and upon

conviction thereof shall be fined not more than $25,000 or

imprisoned not more than 5 years, or both.

"(B) For purposes of this paragraph, benefits which are

payable to or on behalf of an individual without regard to

other health benefit coverage of such individual, shall not be

considered as duplicative.

"(C) This paragraph shall not apply with respect to the

selling of a group policy or plan of one or more employers or

labor organizations, or of the trustees of a fund established by
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one or more employers or labor organizations (or combination

thereof), for employees or former employees (or combination

thereof) or members or former members ('or •combination

thereof) of the labor organizations.

"(4)(A) Whoever knowingly, directly or through his

agent, mails or causes to be mailed any matter for a prohi bit-

ed purpose (as determined under subparagraph (B)) shall be

guilty of a felony and upon conviction thereof shall be fined

not more than $25,000 or imprisoned for not more than 5

years, or both.

"(B) A prohibited purpose means the advertising, solici-

tation, or offer for sale of a medicare supplemental policy (or

a certificate issued thereunder), or the delivery of such a

policy (or a certificate issued thereunder), into any State in

which such policy or certificate has not been approved by the

State commissioner or superintendent of insurance. For pur-

poses of this paragraph any medicare supplemental policy (or

a certificate issued thereunder) shall be deemed to be ap-

proved by the State commissioner or superintendent of insur-

ance of such State if (i) it ha8 been approved by the commis-

sioners or superintendents of insurance in the States in

which more than 30 percent of such policies or certificates

are sold, or (ii) such State has in effect a law which the

commissioner or superintendent of insurance ha8 determined

gives him the authority to review, and to approve, or effec-

H.R. 3236—pp——9



118

tively bar from sale in the State, such policy or certificate;

except that such a policy or certificate shall not be deemed to

be approved bj a State commi8sioner or superintendent of

insurance if such State request8 to the Secretary that such

policy or certificafr be subject to such State 9 approval.

"(C) This paragraph shall not apply in the case of a

person who mails or causes to be mailed a medicare supple-

mental policy (or certificate issued thereunder) into a State if

such person has ascertained that the party insured under

such policy to whom (or on whose behalf) such policy or cer-

tificate is mailed is located in such State on a temporary

basis.

"(D) This paragraph shall not apply in the case of a

person who mails or causes to be mailed a duplicate copy of a

medicare supplemental policy (or of a certificate issued there-

under) previously issued to the party to whom (or on whose

behalf) such duplicate copy is mailed, if such policy or certif-

icate expires not more than 12 months after the date on

which the duplicate copy is mailed.

"(e) The Secretary shall provide to all individuals enti-

tled to benefits under this title (and to the extent feasible,

individuals about to become so entitled) such information as

will permit such individuals to evaluate the value of medicare

supplemental policies to them and the relationship of any

such policies to benefits provided under this title.
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"(f)(1)(A) The Secretary shall, in consultation with

Federal and State regulatory agencies, the National Associ-

ation of insurance Commissioners, private insurers, and or-

ganizations representing consumers and the aged, conduct a

comprehensive study and evaluation of the comparative effec-

tiveness of various State approaches to the regulation of

medicare supplemental policies in (i) limiting marketing and

agent abuse, (ii) assuring the dissemination of suc4 informa-

tion to individuals entitled to benefits under this title (and to

other consumers) as i3 necessary to permit informed choice,

(iii) promoting policies which provide reasonable economic

benefits for such individuals, (iv) reducing the purchase of

unnecessary duplicative coverage, (v) improving price compe-

tition, and (vi) establishing effective State programs as de-

scribed in subsection (b).

"(B) Such study shall also address the need for stand-

ards or certification of health insurance policies sold to indi-

viduals eligible for benefits under this title, other than medi-

care supplemental policies.

"(C) The Secretary shall, no later than July 1, 1981,

submit a report to the Congress on the results of such study

and evaluation, accompanied by such recommendations as

the Secretary finds warranted by such results with respect to

the need for legislative or administrative changes to accom-

plish the objectives set forth in subparagraphs (A) and (B),
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including the need for a mandatory Federal regulatory pro-

gram to assure the marketing of appropriate types of medi-

care supplemental policies, and such other means as he finds

may be appropriate to enhance effective State regulation of

such policies.

"(2) The Secretary shall submit to the Congress on

January 1, 1982, and periodically as may be appropriate

thereafter (but not less often than once every 2 years), a

report evaluating the effectiveness of the certification proce-

dure and the criminal penalties established under this sec-

tion, and shall include in such reports an analysis of—

"(A) the impact of such procedure and penalties

on the types, market share, value, and cost to individ-

uals entitled to benefits under this title of medicare

supplemental policies which have been certified by the

Secretary;

"(B) the need for any changes in the certification

procedure to improve it$ administration or effective-

ness; and

"(C) whether the certification program and crimi-

nal penalties should be continued.

"(g) For purposes of this section, a medicare supplemen-

tal policy is a health insurance policy or other health benefit

plan offered by a private entity to individuals who are enti-

tled to have payment made under this title, which provides
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reimhur8ement for expenses incurred for services and items

for which payment may be made under this title but which

are not reimbursable by reason of the applicability of deduc-

tibles, coinsurance amounts, or other limitations imposed

pursuant to this title; but does not include any such policy or

plan of one or more employers or labor organizations, or of

the trustees of a fund established by one or more employers or

labor organizations (or combination thereof), for employees or

former employees (or combination thereof) or members or

former members (or combination thereof) of the labor organi-

zations.

"(1) The Secretary shall prescribe such regulations as

may be necessary for the effective, efficient, and equitable

administration of the certification procedure established

under this section. ".

(b) The amendment made by this section shall become

effective on the date of the enactment of this Act, except that

the provisions of paragraph (4) of section 1882(d) of the

Social Security Act (as added by this section) shall become

effective on January 1, 1982k

(c)(1) The Secretary of Health, Education, and Wel-

fare shall issue final regulations to implement the certifica-

tion procedure established under section. 1882 (a) of the

Social Security Act not later than October 1, 1980. No

policy shall be certified and no policy may be £sued bearing
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the emblem authorized by the Secretary under such section,

until January 1, 1982. On and after January 1, 1982, poli-

cies certified by the Secretary may bear such emblem, in-

cluding policies which were issued prior to January 1, 1982,

and were subsequently certified, and insurers may notify

holders of such certified policies issued prior to January 1,

1982, using such emblem in the notification.

(2)(A) The Secretary of Health, Education, and Wel-

fare shall not implement the certification program established

under section 1882 (a) of the Social Security Act with respect

to any State unless he makes a finding, based on the study

carried out under section 1882(f)(1) (A) (vi) of such Act and

information submitted by such State, that such State cannot

be expected to have established, by January 1, 1982, a pro-

gram meeting the requirements of section 1882(c) of the

Social Security Act. If the Secretary makes such a finding,

and such finding is not disapproved under subparagraph (B),

he shall implement such program under section 1882 (a) with

respect to medicare supplemental policies sold in such State,

until such time as such State meets the requirements of sec-

tion 1882(b) of such Act.

(B)(i) Any finding by the Secretary under subpara-

graph (A) shall be transmitted in writing to the Senate Com-

mittee on Finance and the House of Representatives Com-
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mittees on Interstate and Foreign Commerce and Ways and

Means.

(ii) The findings of the Secretary shall not become effec-

tive until 60 days after transmittal of the report to the Con-

gress. In counting such days the continuity of a session of

Congress is broken only by an adjournment of the Congress

sine die, and the days on which either House is not in session

because of an adjournment of more than three days to a day

certain are excluded in the computation of the period

indicated.

TITLE VI—A PRO VISION RELA TING TO THE

IMMIGRATION AND NATIONALITY ACT

SUPPORT OF ALIENS

SEC. 601. (a) Chapter 2 of title .11 of the Immigration

and Nationality Act is amended by adding at the end thereof

the following new section:

"SEC. 216. (a) No alien shall be admitted to the United

States for permanent residence unless (1) at the time of ap-

plication for admission an agreement described in subsection

(b) with respect to such alien has been submitted to, and

approved by, the Attorney General (in the case of an alien

applying while in the United States) or the Secretary of

State (in the case of an alien applying while outside the

United States), or (2) such alien presents evidence to the

satisfaction of the Attorney General or Secretary of State (as
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may be appropriate) that he has other means to provide the

rate of support described in subsection (h). The provisions of

this 8ection shall not apply to any alien who is admitted as a

refvgee under aection 203(a) (7), paroled as a refugee under

aection 212(d) (5,), or granted political asylum by the Attor-

ney General.

"(h) The agreement referred to in subsection (a) shall be

signed by a person (hereinafter in this section referred to as

the 'immigration sponsor') who presents evidence to the satis-

faction of the Attorney General or Secretary of State (as

may be appropriate) that he will provide to the alien the fi-

nancial support required by this subsection, and such agree-

ment shall constitute a contract between the United States

and the immigration sponsor. Such agreement shall be in

such form and contain such information as the Attorney

General or Secretary of State (as may be appropriate) may

require. In such agreement the immigration sponsor shall

agree to provide as a condition for the admission of the alien,

for the full three-year period beginning on the date of the

alien 's admission, such financial support (or equivalent in

kind support) as is necessary to maintain the alien 'A income

at a dollar amount equal to the amount such, alien would

receive in benefits under title XVI of the Social Security

Act, including State supplementary benefits payable in the

State in which such alien resides under section 1616 of such
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Act and section 212 of the Act of July 9, 1973 (Public Law

93—66), if such alien were an 'aged, blind, or disabled indi-

vidual' as defined in section 1614(a) of the Social Security

Act. A copy of such agreement shall be filed with the Attor-

ney General and shall be available upon request by any

party authorized to enforce such agreement under subsection

(c).

"(c)(1) Subject to paragraphs (3) and (4), the agree-

ment described in subsection (b) may be enforced with respect

to an alien against his immigration sponsor in a civil action

brought by the Attorney General or by the alien. Such action

shall be brought in the United States district court for the

district in which the immigration sponsor resides or in which

such alien resides, without regard to the amount in

controversy.

"(2) Subject to paragraph (4), for the purpose of assur-

ing the efficient use of funds available for public welfare, the

agreement described in subsection (b) may be enforced with

respect to an alien against his immigration sponsor in a civil

action brought by any State (or the Northern Mariana is-

lands), or political subdivision thereof, which is making pay-

ments to, or on behalf of, such alien under any program

based on need. Such action may be brought in the United

States district court for the district in which the immigration

sponsor resides or in which such alien resides, if the amount
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in controversy is $10, 000 or more(or without regard to the

amount in controversy if the action cannot be brought in any

State court), or in the State courts for the State in which the

immigration sponsor resides or in which such alien resides,

without regard to the amount in controversy.

"(3) The right granted to an alien under paragraph (1)

to bring a civil action to enforce an agreement described in

subsection (b) shall terminate upon the commencement of a

civil action to enforce such agreement brought by the Attor-

ney General under paragraph (1) or by a State (or political

subdivision thereof) under paragraph (2).

"(4) The agreement described in subsection (b) shall be

excused and unenforceable against the immigration sponsor

or his estate if—

"(A) the immigration sponsor dies or i3 adjudicat-

ed as bankrupt under the Bankruptcy Act,

"(B) the alien is blind or disabled from causes

arising after the date of admission for permanent resi-

dence (as determined under section 1614(a) of the

Social Security Act),

"(C) the sponsor affirmatively demonstrates to the

satisfaction of the Attorney General that his financial

resources subsequent to the date of entering into the

support agreement have diminished for reasons beyond
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his control and that he is financially incapable of sup-

porting the alien, or

"(D) judgment cannot be obtained in court be-

cause of circumstances unforeseeable to the alien at the

time of the agreement.

"(d)(1) If an agreement under subsection (b) becomes

excused and unenforceable under the provisions of subsection

(c)(4)(C) on account of the sponsor's inability to financially

support the alien, such agreement shall remain excused and

unenforceable only for so long as such sponsor remains

unable to support the alien (as determined by the Attorney

General), but in no case shall the agreement be enforceable

after the expiration of the three-year period designated in the

agreement. The sponsor shall not be responsible for support of

the alien for the time during which the agreement was ex-

cused and unenforceable, except as provided in paragraph

(2).

"(2)(A) if the Attorney General deter-mines that a spon-

sor intentionally reduced his income or assets for the purpose

of excusing a support agreement, and such agreement was

excused as a result of such reduction, the sponsor shall be

responsible for the support of the alien in the same manner as

if such agreement had not been excused, and shall be respon-

sible for repayment of any public assistance provided to such

alien during the time such agreement was so excused.
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"(B) For purposes of this paragraph the term 'public

assistance' means cash benefits based on need, or food

stamps. ".

(b) The table of contents for chapter 2 of title II of the

Immigration and Nationality Act is amended by adding at

the end thereof the following new section:

"Sec. 216. Support of aliens. ".

(c) Section 212(a) (15) of the Immigration and Nation-

ality Act is amended by inserting before the semicolon the

following: ", or who fail to meet the requirements of section

216".

(d) The amendments made by this section shall apply

with respect to aliens applying for immigrant visas or a4just-

ment of status to permanent resident on or after the first day

of the fourth month following the date of the enactment of this

Act.
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Amend the title so as to read: "An Act to amend the

Social Security Act to provide better work incentives and

improved accountability in the disability programs, and for

other purposes.".

Passed the House of Representatives September 6,

1979.

Attest: EDMIJND L. IfENSHAW, JR.,

Clerk.

Passed the Senate January 31 (legislative day, January

3), 1980.

Attest: J. S. KIMI4JTT,

Secretary.
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SENATE PASSES DISABILITY LEG ISLATIO N

On January 31 the Senate concluded debate and passed H.R. 3236, the "Social Security
Disability Insurance Amendments of 1979," by a vote of 87-1. On December 5, the Senate
began debate on the bill, agreeing to adopt two additional Finance Committee amendments.
Final debate occurred on January 30 and 31. With the exception of the modifications
described below, the Senate paed the Finance Committee-reported version of H.R. 3236 (See
Leis1ative Report No. 4). The House and Senate must now reach agreement on the
differences between their respective bills.

Senate Floor Amendments

o Modification of Senate Finance Committee Amendment to Count Employer Payment of an
Employee's Portion of the Social Security Tax as Wages for Social Security Tax
Purposes -- Thurmond (R, SC)

Under present law, any employer payment of the employee portion of the FICA tax is not
counted as wages to the employee for social security purposes. The Senate Finance
Committee provision would have counted employer payment of the employee share of
FICA tax as wages to the employee except for domestic employees. The Senate-passed
amendment extends the exclusion to State and local governments, small business
employers (as defined by the Small Business Administration), including farmers, and
tax-exempt institutions from the change in law. The provision would be effective with
respect to remuneration paid after December 31, 1980.

o Elimination of the Waiting Period in Terminal illness Cases -- Bayh (D, IN)

In cases where a person has an impairment that has been confirmed by two physicians that
is expected to result in death within 12 months (the bill does not spell out the reference
point of the 12-month period), the 5-month disability waiting-period requirement would
be eliminated. Thus, social security disability benefit payments could be made for the
first full month of disability. Benefits would not be payable for months before October
1980.

o Make Sponsors' Agreements of Support of Aliens Legally Binding -- Percy (R, IL)

Would amend the Immigration and Nationality Act to make sponsors' agreements of
support for aliens legally binding for a 3-year period; exceptions are provided for

refugees, aliens granted political asylum, aliens who become blind or disabled because of a
medical condition arising after entry, and for sponsors who die or suffer an unforeseeable
change in financial circumstances. The amendment also modifies the 3-year residency



2

requirement for SSI eligibililty on the part of aliens (added to the bill by the Senate

Finance Committee): if a sponsor, without good cause, fails to comply with his support

agreement,. SSI benefits would be payable to the alien without regard to the 3-year

residency requirement while the Federal Government pursues enforcement of the

agreement.

o Protect State Employees Where a State Disability Determination

The Secretary of HEW would be required to develop a plan to provide State employees

who are capable of performing duties in the disability determination process a hiring

preference, notwithstanding any other preference in law, when the Secretary partially or

fully assumes the disability determination function of a State agency. The Secretary

could not assume such function until the Secretary of Labor determines that the State has

made arrangements to protect employees who will not be hired under every applicable

Federal, State, and local statute.

o Limit Federal Right to Regulate State Agencies Making Disability Determinations -r

Talmadge (D, GA)

The Secretary, in promulgating regulations describing performance standards and other

criteria for State agencies making disability determinations (which would take the place

of the current State agreements), would be prohibited from taking any action except those

authorized by law or regulations pursuant to law.

o Provide for a Study of Appeals Council Review of Administrative Law Judges' Decisions

-- Bellmon (R, OK)

The Secretary will undertake a program of review of disability decisions by administrative

law judges (AU's) and will report to the Congress by January 1, 1982, on the percentage

of decisions being reviewed. The report will also describe the criteria for selecting those

to be reviewed and the extent to which individual AU reversal rates and other factors are

taken into account.

o Provide for Voluntary Certification of Medicare Supplemental Health Insurance Policies

(MediGap) -- Baücus (D, MT)

The Secretary would establish a voluntary program which would certify Medicare

supplemental health insurance (known as MediGap) policies whkh meet certain minimum

standards. Final regulations to announce the certification procedures would be issUed by

October 1, 1980, with actual issuance of seals of certification to begin January 1, 1982.

The proposal would require a finding based on a study by the Secretary to be submitted to

the Congress that State programs are inadequate before implementation of the voluntary

certification program.

The proposal would also require the Secretary to make information available to persons

entitled to Medicare to help them evaluate such private health insurance policies and

provide increased penalties for insurers and their agents for misrepresentation.

William J. Driver
Comm iss ioner
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* * * * *
Mr. LONG. I thank the Senator.
Mr. President, I look forward to The

day when we will have the bill before us
and will be discussing it.

Between now and then, however, if our
plans can be assured, we are going to be
here with a major health bill. I hope It
will point us to what will be In the best
lntere8ta of the Nation.

We will have something that Is broader,
I hope, than Just a catastrophk illness
insurance bill. But I hope It will at ]east
cover catastrophic illness.

We will certainly try to provide the best
answers in both areas.

Mr. President, I move that the Senate
insist on Its amendments to the bill H.R.
3236, I ak for a conference with the
House thereon, and that the Chair ap-
point conferees on the part of the Senate.

The motion was agreed to, and the
Presiding Officer (Mr. ExoN) appointed
Messrs. LONG, TALMADGE, RIBIcorr, NEL-
SON, BAUCUS, Doi, DzFoRin, and Drn-
ENBERGER conferees on the part of the
Senate.

Mr. LONG. Mr. President, I ask unani-
mous consent that the bill HR. 3236 be
printed as amended by the Senate.

Mr. President, I move to reconsider the
vote by which tfie bill was passed.

Mr. ROBERT C. BYRD. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

The title was amended so as to read:
An Act to amend the Social Security Act

to provtde better work incentives and im-
proved accountability in the disability pro.
grams, and for other purposes.
* * * * *
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APPOINTMENT OF CONPEREES ON
HR. 3236, DIEABUIIT! INSURANCE
AMENDMEN OP l*%
Mr. VLMAN. Mr. ieaker, I ask

unanimous consent tO take rom the
Speaker's table the bill (HR. 3236)- to
amend title U oI the Social Security Act
to provide better wcTk Incentives and Im-
proved accountability In the disability
Insurance program, and for other pur-
poses, with Senate SmcIlmeT1ta thereto,
disagree. to the Senate amendments, and
agree to the conference asked by the
Senate.

•
The SPEAK pro tempera (Mr.

Mncisu). Is there objection to the re-
quest of the gentleman from Oregon?

Mr. CONABLZ. Mr. Speaker, reserving
the right to object, Is It the expectation
of the chairman this bill will move to
conference promptly, or what Is his ex-
pectation?

Mr. ULLMAN. Mr. Speaker, will the
gentleman 'leld?

Mr. CONABLI. I yield to the gentle-
man fom Oregon.

Mr. UILMAN. That certainly Is the
Intention of the chairman, just as rapidly
as we can go to óceference, hopefully
tomorrow.

Lr. CONABLE. Mr. Speaker, I with-
draw my reservation of objection.

The SPEAKER pro tempore. Is there
objection to the request of the gentleman
from Oregon (Mr. Ui.us)?

Mr. ROUSSELOT. Mr. Speaker, re-
serving the right to object, can the gen-
tleman briefly describe what this bill Is?

Mr. ULLMAN. Mr. Speaker, will -the
gentleman yield? •

Mr. ROUS8KLOT. I yield to the gen-
tleman from Oregon.

Mr. ULLM.AN. As the gentleman
knows, this Is a bill out of the Subcon2-
mittee on Social Security that tightens
up on the disability provision.

The gent1em from the subcominlt-
tee will be happy to respond.

Mr. ROUSSELOT. Mr. Speaker, fur-
ther reserving the right to object, this
Is the Pickle bill; Is It not?

Mr. PICKLE. Mr. Speaker, will the
gentleman yield?

Mr. ROUS8WT. I yield to the gen-
tleman from Texas.

Mr. PICKLE. This Is the disability bill
that offers a great deal of work incentive
for people who are disabled so they would
be urged to go back to work and can
have protection by having extended
work-type periods In that type of protec-
tion.

It makes other changes, but It Is the
bill that we passed last week, and we are
just now getting to the conference on
It.

Mr. ROUSSELOT. I appreciate the
gentleman's explanation.

I withdraw my reservation of objec-
tion.

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
man from Oregon Mr. ULLI&AN) ? The
Chair hears none and, without objec-
tion. appoints the following conferees:
Messrs. ULLVJ3, Coumic, PICXLZ, Jscoss,
COTTER. RANOEL, CONSDLE. Axcxsn, and
DUNcM7a of Tennessee.

There was no objection.
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L PROVISIONS RELATING TO DISABILITY

ITEM PRESENT LAW

1. Limit on family disability insurance benefita. The social security disability insurance program
(DI) determines the amount of benefits payable
based on an individual's previous earnings. The
formula for determining disability benefits is
the same as for retirement benefits The benefit
level is arrived at by applying a formula to the
average indexed earnings the individual had
over the course of a period of years which ap-
proximates the number of years in which he
could reasonably have been expected to be in the
work force. For a retired worker, this period is
equal to the number of years between the ages
of 21 and 62. For a disabled worker, the number
of years of earnings to be averaged ends with
the year before he became disabled. In either
case, the resulting averaging period is reduced
by 5.

The basic benefit amount may be increased if the
worker has a dependent spouse or children.
Benefits for the spouse are payable if the spouse
is over age 62 or i* the spouse is caring for minor
or disabled children. Benefits for children are
payable if they are under age 18 or are disablcd
(as a result of a disability which existed in child-
hood) or if they are full-time students over age
18 but under age 22. The combined benefit for
the worker and all dependents is limited by a
family maximum provision to no more than 150
to 188 percent of the worker's benefit alone.

2. Reduction in dropout year8. Disabled workers are allowed to exclude up to 5
years of low earnings in averaging their earn-
ings. However, at least 2 years of earnings are
used in the benefit computation.



3

BENEFITS UNDER OASDI PROGRAM

ROUSE BILL SENATE BILL

The House bill would limit total DI family bene-
fits to the smaller of 80 percent of the worker's
average indexed monthly earnings (AIME) or
150 percent of the worker's primary insurance
amount (PIA). Under the provision, no family
benefit would be reduced below 100 percent of
the worker's primary benefit.

The limitation would be effective with respect to
individuals becoming entitled to benefits on or
after January 1, 1980, based on disabilities that
began after calendar year 1978. (Sec. 2, pp. 2—4.)

The House provision would exclude years of low
earnings in the computation of disability bene-
fits according to the following schedule:

The provision would also allow workers to drop
out additional low years if in those rears the
worker provided principal care of a child under
age 6. In no case would the number of dropout
years exceed 5.

The provision of fewer dropout years applies to
disabled workers who first become entitled to
benefits after 1979. The amendment allowing ad-
ditional dropout years for childcare would be ef-
fective for monthly benefits payable for months
after 1980. (Sec. 3, pp. 4—6.)

The Senate bill would limit total DI family bene-
fits to the smaller of 85 percent of the worker's
AIME or 160 percent of the worker's PIA. As
under the House bill, no family benefit would
be reduced below 100 percent of the worker's
primary benefit.

Same effective date as House bill except the limi-
tation would not apply to individuals who join
the benefit rolls on or after January 1, 1980, who
were on the rolls (or had a period of disability)
at any time prior to calendar year 1980. (Sec.
101, pp. 33—35.)

The Senate bill would exclude years of low earn-
ings in the computation of benefits according to
the following schedule:

The provision of fewer dropout years applies to
disabled workers who first become entitled to
benefits after 1979. The provision would not ap-
ply to individuals who join the benefit rolls on or
after January 1, 1980, who were on the rolls (or
had a period of disability) at any time prior to
calendar year 1980. (Sec. 102, pp. 35—37.)

Number of
Worker's age: dropout years

Under 27 0

27 through 31 1

32 through 86 2

37 through 41 $

42 through 46
47 and over

Number of
Worker's age: dropout years

Under 32 1

82 through 86 2

37 through 41 8

42 through 46 4

47 and over

No similar provision.
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ITEM PRESENT LAW

8. Elimination of second medicare waiting period. Beneficiaries of disability insurance must wait 24
consecutive months after becommg entitled to
benefits to become eligible for medicare. If a
beneficiary loses his eligibility and then becomes
disabled again, another 24-consecutive-month
waiting period is required before medicare-
coverage is resumed.

4. Extension of medicare for an additional 86 Medicare coverage ends when disability insurancemonths, benefits cease.

5. Funding for vocational rehabilitation services Provides for reimbursement from social securityfor disabled individuals, trust funds to State vocational rehabilitation
agencies for the cost of vocational rehabilitation
services furnished to disability insurance bene-
ficiaries. Purpose of the payment is to accrue
savings to the trust funds as a result of rehabili-
tating the maximum number of beneficiaries
into productive activity. Total amount of the
funds that may be made available for such reim-
bursement may nOt, in any year, exceed 1½ per-
cent of the social security disability benefits paid
in the previous year.
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ROUSE BILL SENATE BILL

The House provision would eliminate the require- Same as House bill.

ment that a person who becomes disabled a sec-
ond time must undergo another �4 consecutive
month waiting period before medicare coverage
is available to him. The amendment would ap-
ply to workers becoming disabled again within
60 months, and to disabled widows, or widowers
and adults disabled since childhood becoming
disabled again within 84 months.

The provision would be effective in the month after The provision would be effective after June 1980.

enactment. (Sec. 7, pp. 12—14.)
(Sec. 103, pp. 37—39.)

The House provision would extend medicare coy- Same as House bill.

erage for an additional 36 months after cash
benefits cease for a worker who is engaging in
substantial gainful activity but has not medi-
cally recovered. (The first 12 months of the 36-
month period would be part of the new 24-
month trial work period described on pp. 12—13.)

The provision applies to disability beneficiaries The provision applies to disability beneficiaries

whose disability has not been determined to whose disability has not been determined to have

have ceased prior to the date of enactment. (Sec. ceased prior to July 1980. (Sec. 104, pp. 38—39.)

6(b),pp. 10—12.)

Effective for fiscal 1982, eliminates trust fund No change from present law. For vocational re-

financing for rehabilitation servioes but pro- habilitation demonstration and experiment au-

vides trust fund reimbursement for the Federal thority see p. 36 of this print.

share (80%) to the General fund of the U.S.
Treasury and to the States for twice the State
share (20% x 2) of rehabilitation services which
result in the performance by a rehabilitated indi-
vidual of substantial gainful activity (SQA) for
a continuous period or 12 months or which re-
sult in employment for 12 consecutive months
in a sheltered workshop. Directs the Secretary of
HEW to study alternative methods of providing
and financing the costs of rehabilitation services
to disabled beneficiaries in order to realize maxi-
mum savings to the trust funds and submit ft
report with recommendations to the President
and the Congress by January 1, 1980. (Sec. 13,

pp. 25—28.)
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ITEM
PRESENT LAW

6. Elimination of the 5-month waiting period for The waiting period is the earliest period of 5 con-

terminally ill persons. secutive months in which an individual is under
a disability. An indLividual is determined dis-
abled if he is unable to engage in any substantial
gainful activity by reason of any medically de-
terminable physical or mental impairment
which can be expected to result in death or
which has lasted or is expected to last for not
'ess than 12 months. If an individual becomes
disabled and applies for benefits in the same
month, the waiting period will be satisfied 5
months after the month of application. With
all other conditions of eligibility having been
met, benefits will be due for the sixth month
after the month in which the disabling condi-
tion begins, and will be paid on the third day
of the seventh mont;h.

The waiting period cannot begin until the indi-
vidual is insured for benefits (i.e., the individual
has satisfied the quarters of coverage require-
ments). If the disabling condition begins before
an individual is insured for benefits, the waiting
period can begin only with the first month in
which the individual has insured status.

If a worker is applying for benefits after hav-
ing been entitled to DI benefits previously (or
had a previous period of disability) within 5
years prior to the current application, the wait-
ing period requirement does not have to be met
again.
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HOUSE BILL SENATE BILL

No change from present law.
The Senate bill would eliminate the waiting period

for persons with a terminal illness, i.e., "a medi-
cally determinable physical impairment which
is expected to result in the death of such indi-
vidual within the next 12 months and which has
been confirmed by two physicians in accordance
with the appropriate regulations of title XX."

The provision would be effective for applications
filed in or after the month of enactment, or for
disability decisions not yet rendered by the
Social Security Administration or the courts
prior to the month of enactment.

Benefits would be payable beginning October 1980.
(Bayh floor amendment adopted by a vote of 70

to 23), (Sec. 105, pp. 39—41).
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II. PROVISIONS RELATING TO DISABILITY

ITEM PRESENT LAW

1. Benefits for individuals who engage in employ- Under present law, an individual may qualify for
ment activity. 551 disability payments only if and for so long

as he "is unable to engage in any substantial
gainful activity by reason of any medically de-
terminable 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 twelve months." The
Secretary of HEW is required to prescribe the
criteria for determining when services per-
formed or earnings derived from employment
demonstrate an individual's ability to engage in
substantial gainful activity (SGA). As of July
1, 1979, the level of earnings established by the
Secretary for determining whether an individ-
ual is engaging in SGA was $280 a month. An
individual who in fact has earnings above this
level (1) cannot become eligible for SSI dis-
ability and (2) if already eligible will (after a
9-month trial work period) cease to be eligible.
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HOUSE BILL SENATE BILL

No provision. However, H.R. 3464 provides for the
"substantial gainful activity" (SGA) earnings
limit, currently $280 a month, to be raised to the
level at which an applicaflt'8 or recipieflt'8
monthly countable earnings equal the basic
Federal SSI benefit for that month. Based on the
July 1, 1979, monthly Federal SSI benefit of
$208, under the bill the SGA earnings limit
would be $481 a month for a disabled individual
with no excludable "impairment related work
expenses" and $690 a month if the individual
had an eligible spouse.

In determining countable earnings for purposes of

the SGA earnings limit, a person's gross monthly
earnings would be reduced by the first $65 of
such earnings and 50 percent of remaining earn-
ings. In addition, individuals whose disabilities
are sufficiently severe to result in a functional
limitation necessitating special assistance in or-
der for them to work would be allowed an "im-

p airment related work expense disregard." Such
individuals would be allowed to reduce their
countable earnings for purposes of SGA by an
amount equal to the cost of specified services,
devices or other items which, because of their
disability, they must have in order to be able to
work, regardless of who pays for the necessary
services. This "impairment related work expense
disregard" would be applied to an individual's
earnings before the "50 percent of remaining
earnings disregard" is applied.

Provides that a disabled recipient who loses his
eligibility for regular SSI benefits because of
performance of SGA would become eligible for
a special benefit status which wouM entiUe him
to cash benefits equivalent to those he would be
entitled to receive under the regular SSI pro-
gram. Persons who receive these special benefits
would be eligible for medicaid and social serv-
ices on the same basis as regular SSI recipients.
States would have the option of supplementing
the special Federal benefits. When the individ-
ual's earnings exceeded the amount which would
cause the cash benefit to be reduced to zero (as
of July 1979, $481 for individual and $690 if the
individua' has an eligible spouse), the special
benefit status would be terminated and the in-
dividual would not thereafter be eligible for any
cash benefits under the Federal program unless
he could again establish his eligibility for SSI
under the rules of existing law, including the
SGA limitation—now $280 per month.

When earnings rise to the point that the special
benefit status is terminated, the individual
would nevertheless retain eligibility for medic-
aid and social services, if the Secretary found
(1) that termination of eligibility for these
benefits would seriously inhibit the individual's
ability to continue his employment, and (2) the
individual's earnings were not sufficient to allow
him to provide for himself a reasonable equiva-
lent of the cash and other benefits that would be
available to him in the absence of earnings. The
provision allowing continuation of eligibility
for medicaid and social services for persons
whose earnings make them ineligible for cash
benefits would also apply to SSI recipients who
are blind.

The Senate provisions would be eective for 3
years during which the Department would be
required to provide for a separate accounting
of funds expended under this provision.

Effective date.—July 1, 1980.

Provisions of H.R. 3464 would be permanent.

Eective date.—July 1, 1980.

Sec. 2, pp. 2—3. Sec. 201, pp. 41—44.



10

ITEM PRESENT LAW

2. Employment in sheltered workshops. Earnings from employment in a sheltered work-
shop that is part of an active rehabilitation pro-
gram are not considered earned income for
purposes of determining SSI payments, and
therefore do not qualify for the earned income
disregards ($65 a month plus 1/2 of additional
earnings).

8. Deeming of parents' income to disabled or blind Requires that the parents' income and resources
children. be deemed to a blind or disabled child who is

under age 18 in determining the child's elii-
bility for SSI, or under 21 in the case of an in-
dividual who is in school or a training program.
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HOUSE BILL SENATE BILL

o provision. Provides that earnings received in sheltered
workshops and work activities centers would
be considered earned income and therefore
qualify for the earned income disregards. (Sec.
202, p. 45.)

Effective date.—Applies to remuneration re-
ceived in months after June 1980.

No provision. However, H.R. 3464 includes a pro- Provides that the deeming of parents' income and

vision identical to the Senate provision. (Sec. resources would be limited to disabled or blind

6, p. 9.)
children under age 18, whether or not the person
is in school or training. Children receiving SSI
who, on the effective date of the provision, are
age 18 to 21 would be protected against loss of
benefits due to this change. (Sec. 203, p. 45.)

Effective date.—July 1, 1980.
Effective date.—July 1, 1980.



1. Termination of benefits for persons in voca-
tional rehabilitation programs.

2. Treatment of work expenses.
a. Deduction of impairment-related work

expenses in determining substantial
gainful activity (SGA).

Under present law an individual is not entitled to
DI and SSI benefits after he has medically re-
covered, regardless of whether he has comp1etd
the program of vocational rehabilitation in
which he has been enrolled.

Regulations issued under present law provide that
in determining whether an individual is per-
forming SGA, extraordinary expenses incurred
by the individual in connection with his em-
ployment and because of his impairment are to
be deducted to the extent that such expenses ex-
ceed what his expenses would be if he were not
impaired. Regulations specify that expenses for
medication or equipment which the individual
requires to enable him to carry out his normal
daily functions may not be considered work re-
lated, and may not be deducted even if they are
also essential to the individual's employment.

b. Deduction of
work expenses
benefit.

impairment-related
in determining SSI

In determining eligibility for and the amount of
SSI benefits for the aged, blind and disabled,
the first $65 of monthly earnings plus one-half
of remaining earnings are disregarded.

In addition, for blind and disabled applicants and
recipients, the cost of an approved plan for self-
support is disregarded.

And, for the blind onlr, expenses reasonably at-
tributable to the earnings of income (i.e., "work
related expenses") are disregarded.

12

IlL PROVISIONS AFFECTING DISABILITY RECIPIENTS UNDER

EMPRESELAW
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OASDI AND SSI PROGRAMS; ADMINISTRATIVE PROVISIONS

HOUSE BILL SENATE BILL

Prvi EIàI I) I iifLi wit I i(ffILiiIIIt $Lft,4I inedi—

fMil recovery for 1;rson in approved vocational
rehabilitation plans or programs, if the Com-
missioner of SSA determines that continuing in
those plans or programs will increase the prob-
ability of beneficiaries going off the rolls per-
manently. (Sec. 14, pp. 28—2').)

Effective date.—IJpon enactment.

H.R. 3464 contains identical provision for SSI
beneficiaries. (Sec. 8.)

Effective date.—July 1, 1980.

For purposes of title II (DI), provides for a de-
duction from earnings of costs to the individual
of extraordinary impairment-related work ex-
penses, attendant care costs, and the cost of
medical devices, equipment, and drugs and
services (necessary to control an impairment)
for purposes of determining whether an indi-
vidual is engaging in substantial gainful activ-
ity, regardless of whether these items are also
needed to enable him to carry out his normal
daily functions. (Sec. 5, pp. 8—9.)

For purposes of title XVI (SSI), H.R. 3464 in-
olu1es the same provision as HR. 3236, but also
provides that the deduction would apply even
where the individual does not pay the cost of
the impairment-related work expenses (i.e.,
where the cost is paid by a third party). (Sec.

There is no provision in the House bills giving the
Secretary authority to specify in regulations the
type of care, services and items that may be de-
clucted. IT.R. 3464 provides that th Secretary
may prescribe amounts which may be deducted
in the case of items furnished without cost to
the individual (by a third party). (Sec. 2.)

Effective date.—Upon enactment. (HR. 3464—
effective July 1, 1980.)

H.R. 8464 provides, in determining a person's
monthly SSI payment, for a deduction from
earnings of the costs of extraordinary impair-
ment-related work expenses that are paid for by
the individual.

55—372 0 — 80 — 3

Ssnu provision for SSL and DI beneficiaries ex-
cept that the Secretary, rather than the Commis-
sioner would make the determination as to
whether benefits should be continued. (Sec. 301,
pp. 46-48.)

Effective date.—July 1, 1980.

Same provision, but also provides that the deduc-
tion would apply even where the individual
does not pay the cost of the impairment-related
work expenses (i.e., where the cost is paid by a
third party). (Sec. 302, pp. 48—49.)

Includes the same provision with respect to SSI
as H.R. 3464. (Sec. 302, pp. 48—49.)

Adds language to both titles II and XVI giving
the Secretary the authority to specifr in regu-
lations the type of care, services, and items that
may be deducted, and provides that the amounts
to be deducted shall be subject to such reason-
ab'e limits as the Secretary may prescribe. (Sec.
302, pp. 48—49.)

Effective date.—Applies to expenses incurred on
or after July 1, 1980.

No provision.
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ITEM
PRESENT LAW

. Treatment of work expenses—Continued
c. Deduction of normal work expenses in Sec above.

determining SSI benefit.

8. Extension of the trial work period. Under the DI and SSI programs, when an in-
dividual completes a 9-month trial work period,
and then in a subsequent month performs work
constituting substantial gainful activity (SGA),
his benefits are terminated. He obtains benefits
for the first month in which he performs SGA
(after the trial work period has ended) and for
the 2 months immediately following. Under the
DI program, widows and widowers are not en-
titled to a trial work period.

Under the SSI program, an individual who has
lost eligibility for disability benefits because of
earnings in excess of the SGA limit must re-
apply as a new applicant in order to reestablish
eligibility for SSI disability payments.

4. Disability determinations; Federal review of
State agency decisions.

a. Administration by State agencies. Present law provides for disability determinations
to be performed by State agencies under an
agreement negotiated by the State and the Sec-
retary of HEW. Unlike the grant-in-aid pro-
grams, the relationship is contractual and State
laws and practices ar controlling with regard
to many administrative aspects. State agencies
make the determinations based on guidelines
provided by the Department and the costs of
making the determinations are paid from the
disability trust fund in the case of DI claimants,
or from general revenues in the case of SSI
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}1OUSJ BILL SENATE BILL

H.R. 3464 provides for a "standard work related
expense disregard" equal to 20 percent of gross
earnings in the determination of a disabled ap-
plicant's or recipient's monthly SSI payment.

Effective date.—July 1, 1980.

Extends trial work period to 24 months. In the last
12 months of the 24-month period the individual
would not receive cash benefits while engaging
in substantial work activity, but could auto-
matically be reinstated to active benefit status
if a work attempt fails.

The provision also provides that the same trial
work period would be applicable to disabled
widows, and widowers (who are not permitted
a trial work period at all under existing law).
(Sec. 6, p. 9.)

Effective date.—Upon enactment for individuals
whose disability has not been determined to have
ceased before enactment.

H.R. 3464 provides the same extension of trial
work period for SSI recipients as for DI bene-
ficiaries.

In addition, H.R. 3464 provides that a person who
loses DI or SSI disability status due to earnings
in excess of the 504 limit would be considered
presumptively disabled if he or she reapplies for
SSI benefits within 4 years following the loss of
disability status. Such an individual would
begin receiving SSI payments immediately upon
a determination that he or she meets the income
and assets tests and would continue to receive
benefits unless and until it was determined that
the disability requirements were not met. (Sec.

Effective Ju'y 1, 1980.

Requires that disability determinations be made
by State agencies according to regulations or
other written guidelines of the Secretary. Re-
quires the Secretary to issue regulations specif y-
ing performance standards and administrative
requirements and procedures to be followed in
performing the disability function "in order to
assure effective and uniform administration of
the disability insurance program throughout the
United States." Certain operational areas are
cited (p. 57) as "examples" of what the regula-
tions may specify.

No provision.

Same provision with differing language to correct
technical error. (Sec. 303, pp. 47—53.)

Same as the House bill.

Effective date of extension to widow (ers) .—Same
as House bill. Effective date of 12 month trial
work extension.—July 1, 1980.

Provides same extension of trial work period for
SSI recipients as for DI beneficiaries. (Sec. 303,

pp. 49—55.)

No provision.

Same as House bill, except includes two floor
amendments which:

(1) Deletc as an example of the kinds of matters

which the Secretary's regulations may cover:
"any other rules designed to facilitate or control

or assure the equity and uniformity of the
State's disability decision."

(2) Add language specifying that "Nothing in this
section shall be construed to authorize the Secre-

tary to take any action except pursuant to law

or to regulations promulgated pursuant to law."
(Sec. 304, pp. 55—58.)

(Long (for Talmadge) floor amendment adopted
by voice vote.)
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ITEM PRESENT LAW

4. Disability determinations—Continued
a. Administration by State agencie8— claimants by way of advancements of funds or

Continued reimbursements to the contracting State agency.
Present agreements allow both the State and
the Secretary to terminate the areement. The
States generally may terminate with 12 months'
notice and the Secretary may terminate if he
finds the State has not complied substantially
with any provision of the agreement.
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SENATE BILL

The bill also provides that if the Secretary finds
that a State agency is substantially failing to
make disability determinations consistent with
his regulations, the Secretary shall, not earlier
than 180 days following his findings, terminate
State administration and make the determina-
tions himself. In addition to providing for ter-
mination by the Secretary, the provision allows
for termination by the State. The State is re-
quired to continue to make disability determina-
tions for not less than 180 days after notifying
the Secretary of its intent to terminate. There-
after, the Secretary would be required to make
the determinations.

Requires the Secretary to submit to the Committee
o Ways and Means and the Committee on
Finance by Jan. 1, 1980, a detailed plan on how
he expects to assume the functions of a State dis-
ability determination unit when this becomes
necessary. Provides that the plan should assume
the uninterrupted operation of the disability de-
termination function and the utilization of the
best qualffied personnel to carry out that func-
tion. If any amendment of Federal law or regu-
lation is required to carry out such plan, a
recommendation for such amendment should be
included in the plan for action, or for submittal
by such committees, with appropriate recom-
mendations to the committees having jurisdic-
tion over the Federal civil service and retirement
laws. (Sec. 8, pp. 14—21.)

Same UH House bill.

Same as House bill except delays report by Secret-
tary to July 1, 1980, and requires report to Con-
gress rather than to the Committees on Ways
and Means and Finance. Also includes floor
amendments which:

Adds the rquirernent that if the Secretary
assumes the disability determination function he
must assure preference to State agenqy em-
ployees in filling new Federal positions. In ad-
dition, the Secretary would be prohibited from
assuming the State functions until the Secretary
of Labor determined that, with respect to any
displaced State employees who were not hired
by the Secretary, the State had made "fair and
equitable arrangements to protect the interests
of employees so displaced." The protective ar-
rangements would have to include only those
provisions provided under all applicable Fed-
eral, State, and local statutes, including the
preservation of rights and benefits (includin
continuation of pension rights and benefits
under existing collective-bargaining agreements,
the continuation of collective-bargainmg rights,
the assignment of affected employees to other
jobs or to retraining programs, the protection
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ITEM
PRESENT LAW—--

4. Diabi1ity determinations—COntinued
a. Administration by State agencies—

Continued

b. Federal review of State agency dcci- Under current administrative procedures of the
sions. Social Security Administration, approximately

5 percent of disability claims adjudicated by the
State disability determination units are re-
viewed by Federal examiners. The Secretary has
authority to revise favorable decisions with re-
spect to DI beneficiaries. He may revise both
favorable and unfavorable decisions in SSI.
This review occurs after the benefit has been
awarded, i.e., it is a postadjudicative review.
This is on sample basis and varies from 2 percent
in the larger States to 25 percent in the smaller
States.
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of individuals against a worsening of their posi-
tions with respect to employment, the protection
of health benefits and other fringe benefits, and
the provision of severance pay. (Sec. 304, pp.
58—64.)

(Nelson amendment adopted by a voice vote.)

Effective date.—Effective beginning with the 12th Effective date.—Same as House bill.
month following the month in which the bill is
enacted. Any State that has an agreement on the
effective date of the amendment will be deemed
to have given affirmative notice of wishing to
make disability determinations under the regu-
lations. Thereafter, it may give notice of termi-
nation which shall be effective no earlier than
180 days after the notice is given.

Requires Federal pre-adjudicative review of DI The Federal review of State agency decisions

allowances aceording to the following sched- would include both allowances and denials, ac-

ule (at least): cording to the following schedule (at least):

FIscal year: Percent FIscal year: Percent

1980 15 1981 15

1981 85 1982 85

1982 and thereafter Thereafter

(Section 8(c), pp. 17—18.) (Sec. 304, pp. 60—61.)

No provision for preadjudicative review of SSI (The Senate committee report specifies that SSA

determinations is contained in H.R. 3464. will determine if these percent requirements
should be higher or lower on an individual State
basis and, that these review procedures will also
be applied to the SSI program. Percent require-
ments would apply only for the DI program.)

The Secretary would be given the authority to re-
vise decisions that are unfavorable to DI claim-
ants. (Sec. 304, p. 55.)

Under a floor amendment, the Secretary of Health,
Education, and Welfare would be required to
implement a program of reviewing, on his mo-
tion, decisions rendered by administrative law
judges as a result of hearings under section 221
(d) of the Social Security Act. He would be
required to report to Congress by January 1,
1982, on the progress of this program. In his re-
port, he must indicate the percentage of such
decisions being reviewed and describe the cri-
teria for selecting decisions to be reviewed and
the extent to which such criteria take into ac-
count the reversal rates for individual adminis-
trative law judges by the Secretary (through the
Appeals Council or otherwise), and the reversal
rat€ of State agency determinations by individ-
ual administrative law judges. (Long (for Bell-
mon) floor amendment adopted by a voice vote.)
(Sec. 304, p. 62.)
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ITEM PRESENT LAW

5. Information to accompany Secretary's deci- There is no statutory provision setting? specific
sions as to claimant's rights, level of information to explain the decision made

on a claim for benefits.

6. Limitation on prospective effect of applica- Provides that if an applicant satisfies the require-
tion. ments for benefits at any time before a final de-

cision of the Secretary is made, the application
is deemed to be filed in the first month for which
the requirements are met and the claimant is
afforded a continuing opportunity to establish
eligibility until all levels of administrative re-
view have been exhausted, i.e., until there is a
final decision. This is frequently referred to as
the "floating application" process.

7. Limitation on court remands. Prior to filing an answer in a claimant appeal of
a court case, the Secretary may, on his own mo-
tion, remand a case back to an ALIT. Similarly,
under existing law the court itself, on its own
motion or on motion of the claimant, has dis-
cretionary authority "for good cause" to remand
the case back to the ALIT.

8. Time limits for decisions on benefit claims. There is no limit on the time that may be taken by
the Social Security Administration to adjudi-
cate cases at any stage of adjudication. Several
Federal district courts have imposed such limits
at the hearing level and numerous bills have been
introduced to set such limits at various levels of
adjudication.
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equires that any decision by the Secretary with
respect to all title II claimants shall provide
notice to the claimant which includes:

• a citation and discussion of the pertinent
law and regulations,

• a list and summary of the evidence of rec-
ord,

• the Secretary's determination and the rea-
son (s) upon which it is based!.

(Sec. 9, p. 21.)

Effective date.—For decisions made on and after
the first day of the second month following the
month of enactment.

H.R. 3464 (Sec. 7) contains identical provision for
SSI applicants.

Effective date.—July 1,1980.

Provides that an application will be valid only if
the applicant is found to meet the eligibility re-
quirements no later than the month in which the
decision is made by the AU on the basis of a
hearing. This has the effect of foreclosing the
introduction of new evidence with respect to a
previously filed application after the decision is
made at the Administrative Law Judge (AU)
hearing, but would not affect remand authority
to remedy an insufficiently documented case or
other defect. (Sec. 10, pp. 21—23.)

Effective date.—ApplieS to applications filed after
the month in which the Act is enacted.

Limits the absolute authority of the Secretary of
HEW to remand court cases. Requires that
such remands would be discretionary with
the court upon a showing by the Secretary of
good cause. A second provision relates to re-
mands by the court. The bill would provide that
a remand would be authorized only on a show-
ing that there is new evidence which is mate-
rial, and that there was good cause for ?ai1ure
to incorporate it into the record in a prior pro-
ceeding. (Sec. 11, pp. 23—24.)

Effective date.—Upon enactment.

Requires the Secretary of HEW to submit a re-
port to Congress recommending appropriate
time limits for the various levels of adjudica-
tion of Title II cases. In recommending the
limits, the Secretary shall give adequate con-
sideration to both speed and quality of adjudica-
tion. (Sec. 12, pp. 24—25.)

Effective date.—Report due by January 1, 1980.

Requires that notices of disability denial to DI
and SSI claimants shall use understandable
language and include:

• a discussion of the evidence.
• the Secretary's determination and the rea-

son(s) upon which it is based.
(Sec. 305, P. 64.)

Effective date—Foir decisions made on or after
the first day of the 13th month following the
month of enactment.

Same provision. (Sec. 308, pp. 65—66.)
The committee report states that although the bill

makes this change on a statutory basis only in
DI inasmuch as SSI unlike DI, does not specify
the period of validity for an application but
leaves that matter to be determined through reg-
ulations the committee would expect the same
rule to 1e followed in both SSI and DI, as is
the case under current law.

Effective date.—Same.

Same provision. (Sec. 307, pp. 66—67.)

Effective date.—Same.

Same provision. (Sec. 308, pp. 67—68.)

Effective date..—Report due by July 1, 1980.
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PRL

9. Payment for existing medical evidence.
Authority does not exist to pay physicians and

other potential sources of medical evidence for
medical information already in existence when

a claimant files an application for disability in-
surance benefits. Such authority does exist in the

SSI program.

.10. Payment for certain travel expenses. Explicit authority does not exist under the Social
Security Act to make payments from the trust
funds to individuals to cover travel expenses
incident to medical examinations requested by
the Secretary in connection with disability de-

terminations, and to applicants, their represent-
atives, and any reasonably necessary witnesses

for travel erpenses incurred to attend reconsid-
eration interviews and proceedings before ad-
ministrative law judges. Such authority now is
being provided annually under appropriation
acts.

11. Periodic review of disability determinations. Administrative procedures provide that a dis-
ability beneficiary's continued eligibility for
benefits be reexamined only under a limited
number of circumstances (i.e., where there is a
reasonable expectation that the beneficiary will
show medical improvement.)

12. Scope of Federal court review—findings of The U.S. District Court shall have power to enter

fact.
upon the pleadings and transcript of the record,
a judgment affirming, modifying, or reversing
the decision of the Secretary, with or without re-
manding the case for a hearing. The findings of
the Secretary as to any fact if supported by sub-
stantial evidence, shall be conclusive.

18. Report by Secretary. Not applicable.
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Provides that any non-Federal hospital, clinic,
laboratory, or other provider of medical serv-
ices or physician not in the employment of the
F&ieral Govertiment, which supplies metli-
cal evidence required by th Secretary for mak-
ing determinations of disability, shall be entitled
to payment from the Secretary for the reason-
able cost of providing such evidence. (Sec. 15,
pp. 29—30.)

Effective date.—For evidence supplied on or after
the date of enactment.

Provides permanent authority for payment of
the travel expenses of individuals (and their
representatives in the case of reconsideration
and ALIT hearings) resulting from participa-
tion in various phases of the adjudication proc-
ess. (Sec. 16, pp. 30—31.)

Effective date.—Upon enactment.

(No provision in H.R. 3464.)

Provides that there will be a review of the status
of disabled beneficiaries whose disability has not
been determined to be permanent at least once
every three years. This review shall be in addi-
tion to, and shall not be considered as a substitute
for, any other reviews which are required. (Sec.
17, p. 31.)

Effective date.—Upon enactment. The committee
report states "the provision should apply to all
new determinations of disability after the date
of enactment and that reviews and scheduling
of necessary medical examinations for all cur-
rent disability cases be completed no later than
8 years after the date of enactment."

No provision.

No provision.

SENAT SILL—-------
Sami provision except stipulates that payment for

evidenco wi1l bt made to the provider only when
such evidence is "requ3stied" and required by the
Secretary. (Sec. O9, p 68)

Effective dat.—For vidence quested on or after
July 1, 1980.

Same provision which is extended to include SSI
and medicare. However9 the limitation on air
travel costs was omitted in the title II authority.
(Sec. 310, pp. 69—71.)

Effective dat.—-Upon enactment.

Same provision except that even cases where the
initial prognosis shows the 'probability that the
condition will be permanent will be subject to
review made at such times as the Secretary de-
termines to be appropriate. (Sec. 311, pp. 71—72.)

Effective date.—The thirteenth month after en-
actment.

Modifies th scope o Fedra1 court review so that
the Secretary's determinations with respect to
facts in Title II and Title XVI would be final,
unless found to be arbitrary and capricious. The
substantial evidence requirement would be de-
leted. (Sec. 312, p. 72.)

Effective date.—Upon enactment.

Requires that the Secretary of HEW shall provide
to Congress by January 1985, a full and com-
plete report as to the effects produced by the
first thr titles of the bill, which relate to the
DI and SSI disability programs.

(Sec. 313, p 72.)
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W. AFDC AND CHILD

ITEM
FENTAW

1. AFDC work requirement.
a. Employment search requirement. AFDC recipients who are not specifically exempt

are required to register for manpower services,
training, and employment as a condition of
AFDC sligibility

b. Termination of assistance. There is a 60day counseling period during which
assistance may not be terminated despite an in-
dividual's refusal to participate in WIN so long
as the individual accepts counseling and other
services aimed at persuading the individual to
participate in a WIN program

Assistance may be terminated "for so long as" an
individual (who has been certified by the wel-
fare agency as ready for employment or train-
ing) refuses without good cause to participate
in WIN. Under court interpretation WIN sanc-
tions may be applied only "for so long as" there
is refusal, thus allowing a recipient to move on
and off AFDC without being subject to any
specific period during which his benefits may
be terminated.

c. Support units. States must have special units to provide sup-
portive services to WIN registrants.

d. State matching funds. States must provide 10 percent of the cost of the
WIN program; mathhin for manpower activi-
ties may be in cash or in kind; matching for
supportive services must be in cash.

e. Treatment of public service employment An error in drafting the 1971 WIN amendments

earnings, leaves unclear whether income from WIN pub-
lic service employment (PSE) is excluded in
determining AFDC benefits. Under one district
court decision all such income must be excluded,
with the result that a recipient receives both
his full PSE salary pins his full AFDC benefit.
The effect has been to end WIN PSE programs
in that district.

f. Individuals exempt from WIN. Certain categories of AFDC recipients are ex-
empt from the WIN registration requirement,
including children under 16; persons caring for
a child under 6; persons who are ill or needed
as caretaker of someone in the home who is ill;
or persons who are remote from a WIN project.
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SUPPORT PROGRAMS

HOUSE BILL
SENATE BILL

No provision.
Adds "other employment related activities" to the

types of activities or which recipients must
resister. These are described in the Senate Com-
mittee Report as including employment search.
Requires that neCes8ary social and supportive
services be provided during employment search.
Allows provision of such services to WIN reg-
istrants prior to certification.

No proi'ision.
Eliminates provision for 0-day counseling period.

No provision.
Authorizes the Secretaries of Labor and HEW

to establish, by regulation, the period of time
during which an individual will not be eligible
for assistance in the case of refusal without good
cause to participate in a WIN program.

No provision.
Requires that these special units be co-located with

with the manpower units to the maximum ex-
tent feasible.

No provision.
Allows State matching for supportive services to

be in cash or in kind.

No provision.
Clarifies that income from WIN public service

employment is not fully excluded in determin-
ing benefits. WIN PSE income would be
counted, subject to a disregard of work ex-
penses. (As under current regulations, there
would be no disregard of the first $80 a month
and ½ of additional earnings.)

No provision.
Adds to the individuals who are exempt from

registration for WIN, individuals who are work-
ing at least 30 hours a week. (Sec. 401, pp. 72—

75.)

Effective date.—January 1, 1980 (items (b) and
(e) are effective on enactment).
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2. Matching for AFDC antifraud activitie8. Federal matching for AFDC administrative costs,
including antuTaUd activities, is limited to 80
percent.

8. Use of IRS to collect child support for non- Authorizes States to use the Federal income tax
AFDC families. mechanism for collecting support payments for

families receiving AFiDO, if the State had made
diligent and reasonable efforts to collect the pay-
ments without success and the amount sought is
based on noncomp1ianc with a court order for
support. States have access to IRS collection
procedures only after certiiication of the amount
of the child support ob1igtion by the Secretary
of HEW. The State must agree to reimburse the.
U.S. for any costs involved in making the col-
lection.

4. Safeguards restricting disclosure of certain in- Title IV (AFDC) restricts the disclosure of in-
formation under AFDC and Social Services, formation on AFDC recipients to purposes

directly connected with (1) the AFDC program,
SSI, Medicaid, or Title XX social services
programs; (2) any investigation, prosecution,
or criminal or civil proceeding related to the ad-
ministration of the program; or (8) the admin-
istration of any other federdly assisted program
providing assistance or sErvices based on need.
The disclosure to any committee or legislative
body of information which identifies by name or
address any such applicant or recipient is pro-
hibited. Title XX (social services) restricts the
disclosure of information on Title XX reci -

ients to purposes directly connected with the a -
ministration of the Title XX program AFDC,
title IV—B Child Welfare Services, SS or Med-
icaid.

HEW guidelines exempt audit committees from
the "legislative body" exclusion, Several States,
however, do not honor the HEW exemption.

5. Federal matching for child support activitie8 Requires that State child support plans provide
performed by court personnel. for entering into cooperative arrangements with

appropriate courts and law enforcement officials
to assist the child support agency in administer-
ing the program. Federal regulations allow
States to claim Federal matching for the com-
pensation of district attorneys, attorneys gen-
eral, and similar public attorneys and prosecu-
tors and their staff. However, States may not
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No provision.
Increases the matching rate to 5 percent for State

and local antifraud activities for costs incurred
(1) by welfare agencies in the establishment and
operation of one or more identifiable fraud con-
trol units; (2) by attorneys employed by State
or local agencies (but only for the costs identi-
fiable as AFDC antifraud activities); (8) by at-
torneys retained under contract (such as the
office of the State attorney.) (Sec. 402, pp. 76—

Effective date.—Effective with respect to expendi-
tures after March 31, 1980.

No provision.
Authorizes use of IRS collection mechanisms in

the case of families not receiving AFDC, subject
to the same certification and other requirements
that are now applicable in the case of families
receiving AFDC. (Sec. 403, p. 77.)

Effective date.—JnuarY 1, 1980.

No provision.
Modifies Titles IV and XX to allow the disclosure

of information on recipients (1) for purposes of
any authorized audit conducted in connection
with the administration of the program includ-
ing an audit performed by a legislative body or
component or instrumentality thereof; and (2)
to the Committee on Finance and the Committee
on Ways and Means. (Sec. 404, pp. 78—79.)

Effective upon enactment.

No provision.
Authorizes Federal matching funds for expendi-

tures of courts (including, but not limited to
compensation for judges or other persons mak-
ing judicial determinations and other support
and administrative personnel of courts who per-
form Title IV—D functions), but only for those
functions specifically identifiable as IV—D func-
tions. Matihing would be provided only for ex-
penditures in excess of levels of spending in the
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ITEM
PRESENT LAW

5. Federal matching for c.hild support activities receive Federal matching for expenditures (in-

performed by court personnel—Continued cludin compensation) for, or in connection
with, judges or other court officials making judi-
cial decisions, and other supportive and admin-
istrative personnel.

6. AFDC management information system. States receive 50 percent Federal matching for
costs of administering their AFDC programs;
there is no special funding for computer
systems.

T. Child support management information system. Federal matching for child support administra-
tive costs, including the cost of establishing and
using management information systems, is pro-
vided at a rate of 75 percent.

8. Child support reporting and matching pro- Requires that Office of Child Support Enforce-

cedures. ment (1) maintain adequate records (for both
AFDC and non-AFDC families) of all amounts
collected and disbursed, and of the costs of col-
lection and disbursement, and (2) publish peri-
odic reports on the operation of the program in
the various States and localities and at national
and regional levels. Also provides that the States
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State for these activities in calendar 1978. (Sec.

405, pp. 79—80.)

Effective date._Effective for expenditures after
December 81, 1979.

No provision.
Provides 90 percent Federal matching to States

for the cost of developing and implementing
computerized AFDC management information
systems and 75 percent for the cost of their op-
eration. hEW would be required to approve
State systems as a condition of Federal match-
ing (both initially and on a continuing basis).

In order to qualify for this increased match,

a State system would have to include certain

specified characteristics, including (1) ability
to provide data on AFDC eligibility factors,
(2) capacity for verification of factors with

other agencies (3) capability for notif yin
child support, food stamp, social services, an
medicaid programs of changes in AFDC, eligi-
bility and benefit amount, (4) compatibility
with systems in other jurisdictions, and (5) se-
curity against unauthorized access to or use of

data in the system. HEW would be required to
provide technical assistance to the States on a
continuing basis. (Sec. 407, pp. 85—90.)

Effective date.—April 1, 1980.

No provision.
Increases Federal matching to 90 percent for the

costs of developing aRd implementing child

support management information systems. Re-
tains the 75 percent matching rate for the costs
of operating such systems. Requires the Secre-
tary to provide technical assistance to the States.

A State system must meet certain specified re-
quirements in order to receive Federal matching.
Requires continuing review by the Secretary of
HEW of State systems.

States which choose to establish and operate sys-
tems must include as part of such systems (1)
the ability to control and monitor all the factors
of the support collection and paternity deter-
mination process, (2) interface with the AFDC
program, (3) provide security against access to

data, and (4) the ability to provide manage-
ment information on all cases from application
through collection and referral. (Sec. 406, pp.
80—85.)

Effective date.—JanUarY 1, 1980.

No provision.
Beginning July 1, 1980, prohibits advance pay-

ment of the Federal share of State administra-
tive expenses for a calendar quarter unless the
State has submitted a complete report of the
amount of child support collected and disbursed
for th calendar quarter which ended 6 months
earlier. Also requires the Department of Health,
Education, and Welfare to reduce the amount

55—372 0 — 80 — '4
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8. Child support reporting and matching pro- will maintain for both AFDC and non-AFDC
oedures—Continued families a full record of collections, disburse-

ments, and expenditures and of all other activi-
ties related to its child support programs. An
adequate State reporting system is required.

9. Access to wage information for child support
program.

a. Wage information from the Social Requires the Secretary of HEW to make available
Security Administration, to States and political subdivisions wage infor-

mation contained in the records of the Social
Security Administration which is necessary to
determine eligibility for AFDC. Requires the
Secretary to establish safeguards to insure that
information is used only for authorized pur-
poses. There is no similar provision for purposes
of child support.

b. Wage information from State unem- Requires agencies that administer State unemploy-
ployment compensation agencies. ment compensation to make available to States

and political subdivisions wage information
contained in their records which is necessary to
determine eligibility for AFDC. Requires the
Secretary of HEW to establish safeguards to
insure that information is used only for author-
ized purposes. There is no similar provision for
purposes of child support.

c. Disclosure of tax return information. Under the Internal Revenue Code, tax return in-
formation may be disclosed by IRS (1) to the
Social Security Administration for purposes of
administering the Socia' Security Act, and
(2) to Federal, State and local child support
agencies for establishing and enforcing child
support obligations under the child support pro-
gram. SSA may not transfer information it re-
ceives from IRS to State and local agencies. In-
formation must be obtained by the agencies
directly from IRS.

Any agency receiving information must comely
with secffied conditions for safeguarding in-
formation.
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of the payments to the State by the Federal
share of child spport collections made but not
reported by the State. (Sec. 408, pp. 91—92.)

Effective date.—The provision providing reduc-
tion in jrnyrnent is effective for calendar quar-
ters beginning after the date of enactment.

No provision.
Provides the same requirement for disclosure of

wage information (other than tax return infor-
mation) for purposes of the child support pro-
gram as exists in present law for purposes of
AFDC.

No provision.
Provides the same requirement for purposes of the

child support program as exists in present law
for purposes of AFDC.

No provision.
Requires SSA to disclose tax return information

obtained from IRS with respect to earnings
from self-employment and wages (1) to officers
and emp'oyees of HEW, and (2) to officers and
employees of an appropriate State or local
agency, body, or commission. Information may
be disclosed for purposes of establishing, de-
termining, and enforcing child support obliga-
tions under the child support program.

Requires State unemployment compensation agen-
cies to disclose tax return information acquired
under the above provision to State and local
agencies or commissions for purposes of deter-
mining eligibility for AFDC and for purposes
of establishing, determining, and enforcing
child support obligations under the child sup-
port program.

Allows agencies or commissions which are author-
ized to receive tax return information to disclose
such information to any person to the extent
necessary in connection with the processing and
use of information necessary for the purpose of
establishing, determining, or enforcing child
support obligations.

No provision. Maintains current law. (Sec. 409, pp. 88—94.)

Effective ate.—January 1, 1980.
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V. OTHER PROVISIONS RELATING

ITEM PRESENT LAW

1. Relationship between social security and 551 An individual eligible under both the DI and SSI
benefits. programs, whose determination of eligibility for

DI is delayed, can in some cases receive full pay-
ment under both progrm for the same months.
Because SSI benefits are determined on a quar-
terly basis, retroactive tit'e II benefits offset SSI
benefits only for the quarter in which retroac-
tive beiefits are received.

2. Extension of the term of the National Commis- The terms of its members are to last 2 years, and
sion on Social Security, the Commission itself will expire on January 1,

1981.

3. Depositing of social security contributions with Since 1951 coverage of State and local govern-
respect to State and local covered employ- ment employment has been provided through
ment. voluntary agreements between the Secretary of

HEW and the individual States. The act pro-
vides that the regulations of the Secretary shall
be designed to make the deposit requirements
imposed on the States the same, as far as prac-
ticable, as those imposed on private employers.
Present regulations, in effect since 1959, require
each State to deposit contributions with the Fed-
eral Reserve Bank and file wage reports of cov-
ered employees with HEW within 1 month and
15 days after the close of each calendar quarter.

Public Law 94—202 was enacted in 1976 to assure
adequate consideration of any change in the de-
posit requirements. Public Law 94—202 requires
that at least 18 months must elapse between the
publication of regulations changing the deposit
schedule and the effective date of the change.

On November 20, 1978, HEW published final
regulations to become effective July 1, 1980,
which will require more frequent deposits by
the States. The new regulations will require the
States to make deposits within 15 days after
the end of each of the first 2 months of the
calendar quarter and within 1 month and 15
days after the end of the final month of the
quarter.
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TO THE SOCIAL SECURITY ACT

HOUSE BILL SENATE BILL

No provision.
Requires the Secretary to offset, against retroac-

tive benefits under title II, amounts of SSI bene-

fits paid for the same period. The amount of the
off set would equal the amount of SSI that would
not have been paid had title II benefits been paid
on time. From the amount of social security
benefits offset under the provision, States would
be reimbursed for any amounts of State supple-
mentary payments that would not have been
paid; the remainder would be credited to gen-
eral revenues. (Sec. 501, pp. 98—101.)

Effective date.—Effective with respect to deter-
minations made after March 31, 1980.

No provision.
Extends for 3 months the expiration date of the

National Commission on Social Security and
the terms of its members. Under the Senate pro-
vision, th Commission's work and the terms of
its members would end on April 1, 1981. (Sec.
502, p. 101.)

No provision.
Requires that in lieu of the schedule of deposits

called for in the HEW regulation effective
July 1, 1980, the States would make deposits
within 30 days after the end of each month. The
provisions of P.L. 94—202 would not be applica-
ble to changes in regulations that are designed
to carry out this statutory changc. (Sec. 508,

pp. 101—102.)
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ITEM PRESENT LAW

4. Aliens receiving public assistance. In order for an alien to be eligible for supple-
mental security income payments under present
law and regulations, he must be lawfully admit-
ted for permanent residence or otherwise perma-
nently residing in the United States "under
color of law." An alien seeking admission to the
United States must establish that he is not likely
to become a public charge. If a visa applicant
does not have sufficient resources of his own, a
U.S. consular officer may require assurance from
a resident of the United States that the alien
will be supported by a "sponsor" in the United
States. Legal aliens are eligible for payments
withm 30 days after their arrival in the United
States.
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HOUSE BILL ENATI BILL

No provision. (I.) Bequh' an alien to reside in the United
States for ycors before he would be eligible for
551. The provision would not apply to refugees,
or to aliens who are suffering from blindness
or d1sbility on the basis of conditions which
arose after the time they were admitted to the
United States, (Sec. 504, pp. 102—105.)

(2) The provision would also not apply in cases in
which the support order is unenforceable under
the Immigration and Nationality Act, or in cases
in which the sponsor fails to provide support
and the 1ien demonstrates to the satisfaction of
the Attorney General that he did not participate
in fraud or misrepresentation on the part of the
sponsor, that he believed that the sponsor had
adequate resources to support him, and that he
could not have reasonably foreseen the refusal
or ipability of the sponsor to comply with the
support agreement.

Effective date—Applies to aliens applying for.
SSI benefits under title XVI on or after Jani-
ary 1, 1980.

(3) Amends the Immigration and Nationality Act
to maka the sponsor's aflidavit of support a
legally enforceable contract. The sponsor must
agree that for 3 years after admission of the
alien he will provide such financial support (or
equivalent in-kind support) as is necessary to
maintain the alien's income at an amount equal
to the amount the alien would receive if he were
eligible for 551 (including any State supple-
mentary payrent), The agreement could be en-
forced with respect to an alien against his spon-
sor in a civil action brought by the Attorney
General or by the alien in a U.S. District Court.
It could also be enforced by any State or politi-
cal si.bdivision which is making payments to the
alien under any program based on need. In the
latter case, the action could be brought in a U.S.
District Court if the amount in controversy were
$10,000 or more, or in the State courts without
regard to the amount in controversy. The agree-
ment could be excused and unenforceable under
certain specified circumstances, including death
or bankruptcy of the sponsor. Also, provides
that the sponsor, who intentionally reduces his
income or assets in order to be excused from his
agreement, will be responsible for the repay-
ment of any public assistance provided the alien
during the time the agreement was excused.
(Sec. 601, pp. 123—128.)

(Items 2 and 3 are Percy floor amendment adopted
by a vote of 92—0)

Effective date.—Applies with respect to aliens
applying for visas beginning with the first day
of the fàurth month following enactment.
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PRESiNT LAW

5. Work incentive and other demonstration proj-
ects under the disability insurance and sup.
plemental security income programs.
a. Waiver of benefit requirements for proj.

ects to test ways to stimulate return to
work by disability beneficiaries.

b. Other disability insurance demonstration
projects.

c. Demonstration projects to promote objec-
tives of the SSI program.

The Secretary of Health, Education, and Welfare
has no authority to waive requirements under
titles II, XVI, and XVIII of the Social Secu-
rity Act to conduct experimental or demonstra-
tion projects.
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SENATE BILL

The House bill authorizes waiver of benefit re-
quirements of the DI and medicare programs to
allow demonstration projects by the Social Se-
curity Administration to test ways in which to
stimulate a return to work by disability bene-
ficiaries, and requires periodic reports and a
final report on the findings by January 1, 1983.
(Sec. 4, pp. 6—8.)

Effective date.—TJpon enactment.

No provision.

No provision. However, H.R. 3464 includes the
same demonstration authority as provided in the
Senate bill, but with specified restrictions. The
Secretary would not be authorized to carry out
any project that would result in a substantial
duction in any individual's total income and re-
sources as a result of his participation in the
project. The Secretary could not require an in-
dividual to participate in a project and would
have to assure that the voluntary participation
of individuals in any project is obtained through
an informed written consent agreement which
satisfies requirements established by the Secre-
tary. The Secretary would also have to assure
that any individual could revoke at any time his
voluntary agreement to participate. The Secre-
tary, to the extent feasible, would be required to
include recipients under age 18. The Secre-
tary would also be required to include projects
necessary to ascertain the feasibility of treating
alcoholics and drug addicts to prevent the onset
of irreversible medical conditions which may re-
sult in permanent disability. (Sec. 5.)

Similar provision but requires interim report by
January 1 1983 and final by 5 years after date of
enactment. (Sec. 505, p 105.)

Effective date-Upon enactment.

The SenMe provision also authorizes waivers in
the case of other disability insurance demonstra-
tion projects which SSA may wish to undertake,
such as study of the effects of lengthening the
trial work period9 altering the 24-month waiting
period for medicare benefits, altering the way
the disability program is administered, earlier
referral of beneficiaries for rehabilitation, and
greater use of private contractors, employers
and others to develop, perform or otherwise
stimulate new forms of rehabilitation. (Sec.
505, pp 105—109.)

Effective date.—Upon enactment.

Authorizes experiments and demonstration proj..
ects which are likely to promote the objectives
or improve the administration of the SSI pro-
gram. The provision provides for allocation of
costs of all such demonstration projects to the
programs to which the project is most closely
related. In the case of the SSI program, the
Secretary is authorized to reimburse the States
for the non-Federal share of payments or costs
for which the State would not otherwise be
liablo. (Sec. 505, pp. 109—110.)

Effective date.—Upon enactment. Effective date.—Upon enactment.
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ITEM PRESENT LAW

5. Work incentive and other demonstration proj..
ects under the disability insurance and sup-
plemental security income programs—Con.
d. Waiver of certain provisions of human ex-

perimentation statute.

e. Reporting requirement.

6. Inclusion in wages of FICA taxes paid by the Sec. 209(f) of the Social Security Act and Sec.
employer. 3121(a) (6) of the Internal Revenue Code pro-

vide that payment by the employer of the em-
ployee F.I.C.A. tax liability is excluded from
the definition of wages for social security pay-
roll tax and benefit purposes. Although such a
payment by the employer constitutes additional
compensation includable for income tax pur-
poses, existing law specifically exempts such an
amount of additional compensation from social
security taxes. The net effect is that, for a given
level of total compensation (wages + employer
payment of the employee share of social security
tax), somewhat lower social security taxes
would be payable by the employer if he pays the
employee F.LC.A. tax instead of withholding it
from the employee's wages.

7. Medi-Gap provisions.
a. Voluntary Medi-Gap policy certifi- No provision.

cation..
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SENATE BILL

No provision.

No provision.

No provision.

No provision. However, the Committees on Ways
and Means and Interstate and Foreign Com-
merce have reported similar provisions. The In-
terstate and Foreign Commerce Committee pro-
vision authorizes the Secretary to specify "loss
ratios" for policies.

Authorizes waiver of certain nonmedical require-
ments of the human experimentation statute
(such as conditions of payment of benefits or
cop ayments, deductibles or other limitations),
but requires that the Secretary in reviewing any
app1icaton for any experimental, pilot or dem-
onstration proet pursuant to the Social Secu-
rity Act wou1 take into consideration the hu-
man experimentation law and regulations in
making his decision on whether to approve the
app1iction (Sec. 505, pp. 105—109.)

Effeetiv dth.-Upon enactment.

A final report on the projects authorized by this
section would be due 5 years from enactment.
(Sec. 5O, p. 109.)

Requre that with respect to remuneration paid
after 1980 any amounts of employee F.I.C.A.
taxes paid by a employer will be considered to
constitute wages for both social security tax and
benefit purposes. Provides further that (a) this
change will not apply in the case of payments
made on behalf of employees of small businesses
(as defined in section 7(a) of the Small Business
Act), State and local governments, nonprofit
organizations, and (b) persons employed as
domestics. (Section 506, pp. 110—111.)

(Exclusions under item (a) are Thurmond floor
amendment adopted by a vote of 60 to 27.)

Effective date.—For remuneration paid after
December 81, 1980.

Requires the Secretary to establish, effective Janu-
ary 1, 182, a voluntary certification program
for nongroup medicare supplemental policies
in States that faLl to establish equivalent or more
stringent progrms To be certified, a polic
woul have to: meet minimum standards wit
respect to benefits; be written in simplified lan-
guage and contain certain explanatory informa-
tion; provide a waiting period of no more than
6 months for prexistin conditions; contain a
30-day "no loss cancellation clause"; and bs ex-
pected to pay benefits to subscribers equal to 75
percent of premiums in the case of groups and
60 percent in the case of individual coverage.
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ITEM PRESENT LAW

7. Medi-Gap provisions—Continued
a. Voluntary Medi-Gap policy certifi-

cation—Continued

b. Federal sanctions. No provision.

c. Studies and reports. No provision.
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S1NATE BILL

No provision. However, the Committees on Ways
and Means and Interstate and Foreign Com-
merce have reported similar Federal penalty
provisions. The Ways and Means provision in-
cludes penalties for: furnishing fuse informa-
tion to obtain certification; and posing as a
Federal agent to sell Medi-Gap policies. The
Interstate and Foreign Commerce provision in-
cludes these penalties and penalties for: selling
duplicative policies; and selling Medi-Gap poli-
cies by mail in States which have not approved,
or are deemed not to have approved; their sale.

No provision. However, the Ways -and Means
Committee and the Interstate and Foreign Com-
merce Committee reported a similar provision.

The Secretary would submit a report on or before
July 1, 1981, to the Committees on Finance,
Ways and Means, and Interstate and Foreign
Commerce which identifies States which he finds
cannot be expected to have established an ac-
ceptable certification program by January 1,
1982. The Federal program would be put into
effect on January 1, 1982, in States that are so
identified unless legislation to the contrary is
enacted.

Upon conviction, a fine of up to $25,000 and im-
prisonment for up to 5 years could be assessed
for:

a. Furnishing false information to obtain
certification;

b. Posing as a Federal agent to sell Medi-Gap
policies;

c. Cnowingly selling duplicative policies;
and

d. Selling Medi-Gap policies by mail in
States which have not approved, or are
deemed not to have approved, their sale.

The Secretary, in consultation with regulatory
agencies, insurers and consumers, would study,
and submit a report to Congress by July 1, 1981,
concerning: the effectiveness of various State
approaches to regulation of Medi-Gap; and the
need for standards for health insurance poli-
cies sold to the elderly which are not subject to
voluntary certification.

On January 1, 1982, and at least every 2 years
thereafter, the Secretary would report on the
effectiveness of the voluntary certification pro-
gram and criminal penalties established by the
bill.

(Baucus substitute floor amendment adopted by a
voice vote.)



1. LimitatIon on total family benefits for dis-
abled-worker families—

Benefit payments
Administrative costs

Total

2. Reduotion in number of dropout years for
younger disabled workers_S

Benefit payments
Administrative costs

Total

3. Benefit payments for the terminally ill—
Benefit payments
Administrative costs

Total

4. Continuing DI benefits for persons in YR
plan—

Benefit payments
Administrative costs

Total

5. Deduction of impairment..related work ex-
penses from earnings in determining sub-
stantial gainful activity—

Benefit payments
Administrative costs

Total

6. Federal review of State agenoy determina-
tions—

Benefit payments
Administrative costs

Total

7. Protect State employees when DDS is
federalized—Adnijmstratjve costs
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COST ESTIMATES FOR HR. 3236 AS

TABLE 1.—ESTIMATED EFFECTS OF OASDI PROVISIONS ON OASDI

[Pluses indicate increases in expenditures, minuses indicate

Boise bill

Estimated
Estimated effect on OASDI expenditures effect on

in fiscal years 1980—85 long-range
OASDI

Provision 1980 1981 1982 1983 1984 1985 costh'

. —

—$34 —$133 —$244 —$370 —$504 —$647
(S) (3) () (8) ($) ($)

—34 —133 —244 —370 —504 —647 —0.09

—11 —42 —83 —131 —186 —249) +1 +1 +1 +1 +1

—11 —41 —82 —130 —185 —248 —.04

No provi3ion

+1
+1

+9
+1

+11
+1

+13
+1

+14
+1

+16 (0)

+1

+2 +10 ±12 +14 +15 +17

+1
(3)

+2
()

+5
(3)

+9
()

+13
(3)

+17
(S)

+1 +2 +5 +9 +13 +17 +.01

—3
+7

—19
+7

—69
+12

—119
+13

—172
+13

—241
+14

+4 —12 —57 —106 —159 —227 —.05

No provision .



1. LimItation on total family benefith for dis-
abled-worker families—

Benefit payments
Administrative costs

Total

2. Reduction in number of dropout year8 for
younger disabled worker8—

Benefit payments
Administrative costs

Total

3. Benefit payments for the terminally ill—
Benefit payments
Administrative costs

Total

4. Continuing DI benefits for persons in YR
plan—

Benefit payments
Administrative costs

—$89 —$163 —$247 —$336 —$431
(3) (5) (3) (1) ($)

-0.06

+150 +185 +210 +235 +260
+20 +21 +22 +23 +24

+170 +206 +232 +258 +284 +.03

Total (3) (4)

5. Deduction of impairment-related work ex-
penses from earnings in determining sub-
stantial gainful activity—

Benefit payments..
Administrative costs

Total

6. Federal review of State agency determina-
tions—

Benefit payments
Administrative cost8 +1

Total

7. Protect State employees when DDS is
federalized—Administrative cost

+4 +10 +18 +26 +34
(1) (3) (3) (2) (1)

+4 +10 +18 +26 +34
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PASSED BY THE HOUSE AND HE SENATE

EXPENDITURES, BY PROYISI0N—ADwNISTRATI0N ESTIMATES

reductions in expenditures. Dollar amounts in million]

Senate bill

Estimated
Estimated effect on OASDI expenditures effect on

in fiscal years 1980—85 long-range
OASDI

Provision 1 1980 1981 1982 1983 1984 1985 coats'

—$22
(8)

—22 —89 —163 --247 —336 —431

—11 —45 —88 —141 —199 —266
(5) (3) (3) (5) (3) ($)

—11 —45 —88 —141 —199 —266 —. 05

(4) +8 +11 +13 +14 +16
(3) +1 +1 +1 +1 +1

+9 +12 +14 +15 +17 (s)

(4

+. 02

—1
+3

—9
+13

—33
+31

—60
+33

—90
+35

+1 +2 +4 —2 —27 —55 —.02

(8) (5) () (8) (1)
($)
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COST ESTIMATES FOR HR. 3236 AS

TABLE 1.—ESTIMATED EFFECTS OF OASDI PROVISIONS ON OASDI

[Pluses indicate increase8 in expenditures, minuses indicate

8. More detailed notices specifying rea8ons
for denial of disability claims—

Benefit payments
Administrative costs

Total

9. Payment for existing uedical evidence—
Benefit payments
Administrative costs

10. Periodic review of disability determina-
tions—

Benefit payments
Administrative costs:

—Cost of reexams
—Cost of appeals

Total

11. Authority for demonstration projects for
titles II and XYI—Ad.mjnjstrative costs

12. Limit trust fund payments for costs of YR
services to only such services that result
in a cessation of disability, as demon-
strated by a return to work—

Benefit payments
Administrative costs (8)

Totals:
Benefit payments —47 —201
Payments for costs of YR services
Administrative costs +63 +100

*The House bill includes a "child care" dropout pro-
vision, effective January 1, 1981. Costs are:

Fiscal year:
1981 +$71982 +14
1983 +23
1984 +32
1985 +43

+22 +23 +24 +25 ()

—39 —80 —85 —88
(fl) (8) (8) (8)

—433
—39

—690
—80

—981 —1, 304

+109 +113
—85

+117
—88

+122

The estimates shown for each provision take account
of the provisions that precede it in the table.

2 Estimates are based on the assumptions in the Presi-
dent's 1981 bud?et. The estimated reduction in long-range
average expenditures repre8ents the total net change in
both benefits and administrative expenses over the next 75
years. The total reduction does not equal the sum of the
components because of rounding.

House bill

Estimated effect OASDI
Estimated

expenditures effect en
in fiscal years 1980-85 2 long-range

OASDIProvision 1 1980 1981 1982 1983 1984 1985 costs'

(6) (6) (6) (6) (6) (6)
+$10 +$20 +$21 +$22 +$23 +$24

+10 +20 +21 +22 +23 +24 ()

Total +12 +21

(6) (6) (6) (6) (6) (5)
+12 +21 +22 +23 +24 +25

—1 —18 —53 —92 —146 —200

+29 +40 +42 +43 +45 +47+4 +10 +10 +10 +10 +10

+32 +32 —1 —39 —91 —143 —. 03

(7) (7) (7) (7) (7) (7)

Total

Total net effect on OASDI trust fund
expenditures

—39 —80 —85 —88 —. 01

+16 —101 —363 —657 —949 —1,270 —.20
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PASSED BY THE HOUSE AND THE SENATE—Continued

EXPENDITURES, BY PROVISION—ADMINISTRATION ESTIMATES—Continued

reductions n expenditures. Dollar amounts In million]

Senate bill

Estimated

Provision 1980

Estimated effect on OASDI expenditures effect on
in fiscal years 1980—85 2 long-range

OASIM
1981 1982 1983 1984 1985 cost8 2

8. More detailed notices specifying rea8ons
for denial of disability claims—

Benefit payment8
Administrative cost8

Total

9. Payment for existing medical evidence—
Benefit payments
Administrative cost8

Total

10. Periodic review of disability determina-
tions—

Benefit payment8
Administrative costs:

—Cost of reexams
—Cost of appeals

Total

11. Authority for demonstration projects for
titles II and XVI—Administrative cost..

(&) (&) (5) (5) (5)

+$9 +$18 +$19 +$20 +$21

+9 +18 +19 +20 +21 (°)

(5) (5) (&) (5) (&) (5)

+$5 +21 ±22 +23 +24 +25

+5 +21 +22 +23 +24 +25 (°)

—1 —16 —56 —98 —155

+27 +42 +43 +45 +47
+3 +10 +10 +10 +10

+29 +36 —3 —43 —98

(7) (7) (7) (7) (7) (7)

12. Limit trust fund payments for cost of VR
services to only such services that result
in a cessation of disability, a demon-
strated by a return to work—

Benefit payment8
Administrative cost8

Total

No provision
No provision

No proviaion

Totals:
Benefit payment8 —33 +26 —70 —236 —418 —632
Payments for cost8 of VR services
Adlninlstrativecost8 +6 +84 +127 +149 +156 +163

Total net effect on OASDI trust fund
expenditures —27 +110

Additional administrative expenses are less than
$1,000,000.

'An increase of less than $500,000.
None.

0 An increase of less than 0.005 percent.
TCost/savings depend on the nature of the experiment,

administrative costa for cunent plans could be as much as
$15,000,000 over several years.

55—372 0 — 80 — 2

8 Cost8 will depend on how many States no longer make
determinations. If all States drop out the cost could be
$13 000,000 ($9,000,000 for title II, 4,OO0,OOO for title
Xvi) per year, excluding any pension cost8.

Source: Social Security Administration, Office of the
Actuary, Mar. 19, 1980.

—.03

+57 —87 —262 —469 —. 11
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COST ESTIMATES FOR H.R. 3236 AS

TABLE 2.—EFFECT OF OASDI PROVISIONS ON SSI, AFDC, MEDICARE, AND

LP1ucs indicate coat, minuse8

1. Limitation on total family beiiefits for disabled-
worker families—

SSI program payments
AFDC program payments

General fuiid—total

2. Reductioii iii number of dropout years for
youiigei disabled workers—General fund—
SSI program payments

3. Elimiiiate requirement that months iii medicare
waitilig period be consecuUve—Medicare trust
fuiids

4. Extensoii of medicare coverage for 36 mouths -
for workers whose benefits are terminated be-
cause of SGA—Medicare beuiefits 2

5. Federal review of State agency determinations—
Medicaid costs
SSI program paymeuits
SSI administrative costs_

General fund—total

Medicare benefits 3
6. Periodic review of disability determinations—

Medicaid costs
SSI program payments
SSI administrative costs:

Cost for reexams
Cost for appeals

General fund—total
Medicare benefits

7. Continuing DI benefits for person in VR plan—
Medicare benefits

8. Benefit payments for the terminally ill—General
fund—SSI program payments

Totals:
Total additional benefit payments from medi-

care trust fund

Total effect on ependitures from the general
fund—

SSI program payments and administrative
costs

AFDC
Medicaid

Total -

Total effect of OASDI provisions on other
programs

+$8 +$11 +$15 +$19
+4 +6 +7 +9

(') +6 +12 +17 +32 +28

(')
(')

—1
—4

—4
—13

—6
—25

—10.
—36

—14
—48

+3 +3 +5 +5 +6 +6

+3 —2 —12 —26 —40 —56

(I) (I) —2 —6 —13 —21

(') —1 —3 —4 —6 —9
(I) —11 —18 —25 —33

+15 +21 +23 +24 +25 +20
+2 +4 +5 +6 +6 +7

+17 +20 +14 +8 (') —9
(') —6 —15 —32 —58 —92

0 +2 +3

No provision

+4 +4 +4

+26 +63 +91 +94 +75 +51

+20
(')

+23
+3

+19
+4

+6
+6

—5
+7

—18
+9

(') —2 —7 —10 —16 —23

Less than $1,000,000 increa8e or decrease in cost.
Long-range average cost to the hospital insurance (HI)

program over the next 25 years is less than 0.005 percent
of taxable payroll.

3 Long-range
payroll.

HI savings is 0.01 percent of taxable

House bill

Estimated effect of OASDI provisions on 551, AFDC, medicare,
and medicaid expenditures in fiscal years 1980—85

Provision 1980 1981 1982 1983 1984 1985

(I)
(I)

+ $3
+3

(I) (1) +2 +3 +4 +5

+ 23 +45 +54 +60 +60

+3 +22 +51 +68 +70.

+ 75

+ 85

+20 +24 +16,, +2 —14

+46 +87 +107 +96

—32

+ 19



1. Limitation on total family benefits for disabled-
worker families—

SSI program payments
AFDC program payments

General fund—-total

2. Reduction in number of dropout years for
younger disabled workers—General fund—
SSI program payments

3. Eliminate requirement that months in medicare
waiting period be consecutive—Medicare trust
funds 2

Senate bill

Estimated effect of OASDI provisions on SSI, AFDC, medicare
and medicaid expenditures in fiscal years 1980—85

4. Extension of medicare coverage for 36 months
for workers whose benefits are terminated be-
cause of SGA—Medicarc benefits 2

5. Federal review of State agency determinations—
Medicaid costs
SSI program payments (I)

SSI administrative costs

General fund—total

Medicare benefits3
6. Periodic review of disability determinations—

Medicaid costs
SSI program payments
SSI administrative costs:

Cost for reexams (I)

Cost for appeals (1)

General fund—total (1)

Medicare henefits

7. Continuing 1)1 henefits for person iii VR plan—
Medicaie benefits

8. Benefit payments for the terminally ill—General
fund—SSI programs payments

Totals:
Total additional benefit payments from Medi-

care trust fund +11 +61

Total effect on expenditures from the general
fund—

SSI program payments and administrative
costs (I)

AFDC (1)

Medicaid

Total effect of OASDI provisions on other
programs

Long-range HI savings is less than 0.005 percent of There will be relatively small changes in medicaid
taxable payroll, payments.

Source: Social Security Administration, Mar. 19, 1980.
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PASSEIi BY THE HOUSE AND THE SENATE
MEDIJAI J) EXPENDITURES, BY PROVISION—AJ)MINISTRATION ESTIMATES
IuUCILU' s:Ivi!tgH. Iii niiIIionHI

Provision 1980 1981 1982 1983 1984 1985

(1) +$3 +$7 +$10 +$14 +$18
(1) +3 +4 +6 +7 +9

(') +6 +11 +16 +21 +27

(I) (I) +2 +3 +4 +5

+$10 +45 +54 +60 +66 +75

+1 +14 +42 +08 +76 +85

(1) (1) —2 —3
—2 —6 —12 —18
+2 +4 +14 +15

(I) (1) —2 (') —6 —12

—5
—23
+16

(1) —1 —3 —5 —8
(1) —7 —14 —21 —29

+13 +23 +24 +25 +20
+1 +5 +6 +6 ±7

+14 +20 +13 +5 —4
(1) —7 —17 —36 —54

0 +2 +3 +4 +4 +4

—3 —3 —3 —3 —4

+92 +114 +105 +97

Total (') + 17 +28

+14 +25 +28 +22 +16
+3 +4 +6 +7 +9
(1) —1 —5 —8 —13

+29 +21

+11 +78 +120 +143 +126 +109

+12
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COST ESTIMATES FOR HOUSE-PASSED BILL H.R.

TABLE 3.—EFFECTS OF SSI PROVISIONS ON SSI, MEI)ICAID, OASDI,

Total

[In millions]

3. Income disregards for benefit computation:
SSI program payments
SSI administrative costs

Total

4. SSI experimeiitatjoii authority

5. Parental deeming: 6
SSI program payments
SSI administrative costs
Medicaid costs

Total

6. Information to accompany decisions:'
SSI program payments
SSI administrative costs

Total

7. Sheltered workshops:
SSI program payments
SSI administrative costs

+2 +5 +6 +8 +10
(Effective, July 1, 1980)

Total

8. Aliens under SSI:
SSI program payments
SSI administrative costs
Medicaid costs

Total

No provision

House bill, HR. 3464

Fiscal year—

Provision 1980 1981 1982 1983 1984 1985

1. Treatment of SGA:
SSI program payments
SSI administrative costs
Medicaid costs
Impact on OASDI costs
Impact oii medicare costs___

Total

2. Siwcial benefits after SGA:
SSI program payments
SSI administrative costs
Medicaid costs

(2) +4 +5
(2)

+1
+6
+3

+11
+39

+16
+72

+6
+22

+6
+31

(2) (2) +15 +30 +45
+126
+60

+2 +29 +96 +221 +286
(Effective July 1, 1980)

No provision

+2 +16 +22 +29 +35 +44
(2) +2 +2 +2 +3 +3

+2 +18 +24 +31 +47
(Effective July 1, 1980)

Costs depend on project
(effective on enactment)

(2) +2
(2) (2)
(2) (2)

(2)

+4 +5 +6 +8
(2) (2) () (3)

+1 +1 +2 +2

No program costs -

+1 +6 +7 +7 +7 +7
+1 +6 +7

(Effective July 1, 1980)

No provision
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3464, SENATE-PASSED BILL H.R. 3236

ANI) MEDICAItE EXPENDITURES, BY PROVISION—ADMINISTRATION ESTIMATES

[In millionsi

Senate bill, H.R. 3236

Fiscal year—

Provision 1980 1981 1982 1983 1984 1985

1. Treatment of SGA:
SSI program payments (2) +$1 +$2 +$3 +$3
SSI administrative costs (2) (2) (2) (2) (2) (2)
Medicaid costs (2) (2) +1 +1 +1 +2
Impact on OASDI costs
Impact on medicare costs

Total (2) +1 +3 +4
(Effective July 1, 1980)

2. Special benefits after SGA: 8
SSI program payments
SSI administrative costs
Medicaid costs

(2) +1 +4 +6Total
(Effective July 1, 1980)

Total

4. SSI experimentation authority

5. Parental deeming:
SSI program payments
SSI administrative costs
Medicaid costs

Total

6. Information to accompany decisions:7
SSI program payments
SSI administrative costs

Total

8. Aliens under SSI:
SSI program payments
SSI administrative costs
Medicaid costs

Total

Costs depend on project specifications
(effective on enactment)

(2) +2 +4 +5 +6 +8
(2) (2) (2) () (2) (2)
(2) (2) +1 +1 +2 +2
(2) +2 +5 +6 +8 +10

(Effective first day of 2d quarter after enactment)

No program costs
+2 +4 +4 +4 +4

+2 +4 +4 +4 +4
(Effective 13 months after enactment)

+2 +2 +2 +2
(2) (2) (2) (2)

(2)
(2)

(2)

—2
(2)

—4
(2)

—6
(3)

—8
(2)

—10

—4 —19 —34 —50 —64 —79
(Effective Jan. 1, 1980)

+4 +6

(2) +1 +3 +4 (Not in
(2) (2) (2) (2) effect after
(2) (2) + 1 + 2 June 30, 1983)

3. Income disregards for benefit computation:
SSI program payments
SSI administrative costs No provision

Total

7. Sheltered workshops: 8
SSI program payments (2) +2
SSI administrative costs (2) (2)

(2) +2
(Effective

+2
months

+2 +2 +2
after June 1980)
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COST ESTIMATES FOR HOUSE-PASSED BILL HR.
TABLE 3.—l'FF1CTS OF 551 PROVISIONS ON 851, MEI)ICATD, OASDJ, AN!) MEDICARE

[In millionsj

House bill, }LR. 3464

Fiscal year—

Provision 1980 1981 1982 1983 1984 1985

9. Windfall benefits: 10
SSI program payments
SSI administrative costs

Total

No provision

House bill: Sets SGA level at point where countable
earnings equal the applicable SSI payment standard and
excludes from earnings for SGA purposes: $65; an amount
equal to the cost of any impairment-related work expenses;
and one-half the remaining earnings. Senate bill: retains
present SGA level and excludes from earnings for SGA
purposes certain impairment-related work expenses,
whether paid for by recipient or some one else (subject to
limitations on kinds of care and service and on amounts
of earnings excludable).

2 Less than $1,000,000 increase in cost.
House bill: No provision. Senate bill: Disabled benefi-

ciaries whose earnings equal or exceed the SGA level would
be entitled to special benefits until their income reached the
Federal "breakeven" point. People who are eligible for
medicaid and social services because of their SSI eligibility
would continue to be eligible for medicaid and social
services. States would have the option to supplement those
entitled under the provision.

A blind or disabled person would continue to be eligible
for medicaid and social services even if his income was at
or above the "breakeven" point (and he was no longer
getting benefit) if it is determined, under regulations, that
the person;

Would be seriously inhibited in continuing his
employment through loss of medicaid and social
services eligibility; and

Does not have earnings high enough to allow him
to provide for himself a reasonable equivalent of the
SSI benefits, medicaid and social services he would
have in the absence of earnings.

Provision would expire at the end of 3 years.
House bill: Would exclude, in addition to current

exclusions (first $65 and one-half the remaining monthly
earnings), 20 percent of gross earnings, and the cost of
impairment-related work expenses paid by the individual,
both of which would be applied before deduction of the
one-half exclusion. Senate bill: No provision.

Grand total of SSI costs and costs impact on other
programs:

SSI program payments
SSI administrative costs
Medicaid costs

Impact on OASDI costs
Impact on medicare costs

Total

+$3 +$34 +$52 +$70 +$88 +$115
+1 +12 +14 +14 +16 +16
(2) +6 +12 +17 +24 +33
+1 +3 +39 +72 +101 +126
(2) (2) +15 +30 +45 +60

+5 +55 +132 +203 +274 + 350
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3464, SENATE-PASSED BILL H.R. 3236
EXPENDITURES, BY PROVISION—ADMINISTRATION ESTIMATES—Continued

lIn millions]

Senate bill, H.R. 3336

FiaeaI yern'—

Provision 1980 1981 1982 1983 1984 1985

9. Windfall benefits:
551 program payments
SSI administrative costs

Total

— $8 — $24 — $27 — $30 — $33 — $35
+1 +5 +5 +2 (') (2)

—7 —19 —22 —28 —33 —35
(Effective April, 1, 1980)

Grand total of SSI costs and costs impact on other
programs:

SSI program payments —12 —35 —46 —60 —78 —90
SSI administrative costs +1 +7 +9 +0 +4 +4
Medicaid costh (3) —2 —1 —2 —5 —6
Impact on OASDI costs
Impact on medicare costs

Total —11 —30 —38

'House bill: Provides SSA eneral experimentation
authority with the following qualifications:

Participation must be voluntary;
Total income and resources of a person must not

be reduced as a result of an experiment; and
There must be a project to ascertain the feasibility

of treating drug addicts and alcoholics to prevent
permanent disability.

Senate bill: Delete House qualifications and consolidate
SSI experimentation authority with OASDI and medicare
authority as described under H.R. 3230 provisions.

House and Senate bills: Terminate parental deeming
at age 18, with qualification that the benefits to recipients
18—20 years old in June 1980 to whom deeming applies
will not be reduced as a result.

House bill: Requires that any decision notice from the
Secretary contain a statement of the case citing pertinent
law and regulations, a summary of the evidence, and
reasons for the decision. Senate bill: Require that dis-

ability denial notices be expressed in language under-
standable to the claimant and Include a discussion of the
evidence and reasons why the disability cLaim was denied.

8 House bill: No provision. Senate biU: Treats alL pay
received in sheltered workshops as earned income.

House bill: No provision. Senate bill: Provide 3-year
residency requirement for entitlement to 88! benefits.
(Exceptions provided for refugees and for aliens whose
medical condition which caused their blindness or disa.-
bility arose after they entered the United States.)

10 House bill: No provision. Senate bill: Provide that
entitlement under both programs would be considered as
a totality, so that if payment under title II s delayed and
this results In a higher title XVI payment, the adjustment
made would be the net difference in the total payment.
Also, provide for accounting adjustments for such ad-
justments between social security trust funds and general
revenues, and, where necessary, States.

-56 —79 —92



52
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COST ESTIMATES FOR H.R. 3236 AS PASSED BY THE SENATE
TABLE 4.—ESTIMATED EFFECTS OF AFDC AND CHILD SUPPORT PROVISIONS ON AFDC EXPENDI-

TURES, BY PROVISION—ADMINISTRATION ESTIMATES

[Pluses indicate increases in expenditures, minuBes indicate reductions in expenditures. In millions)

No similar provisions in House bills (H.R. 3236 or
HR. 3464).

2 Less than $500,000.
SSA maintains this provision cannot be accurately

estimated; however, CBO estimates a cost ranging from
$10,000,000 for fiscal year 1980 to $31,000,000 for fiscal
year 1984.

Provision 1

. Senate provisions

Estimated effect on AFDC expenditures in fiscal years 1980—85

1980 1981 1982 1983 1984 1984

Work requirement under AFDC program
Federal matching for prosecuting fraud under

AFDC
Use of IRS in collecting child support of non-AFDC

families
Safeguards restricting disclosure of certain informa-

tion
Federal matching for child support duties by court

personnel
Child support management information system.. - - -
AFDC management information system
Expenditures for operation of State plans for child

support
Access to wage information for child support

Total

(2)

($)

—$3. 9

+. 4
+4. 5
+4. 8

—8. 5

(2)

(8)

—$6. 2

+. 9
+6. 4

+17. 7

—9, 5

(2) (2)

(3) (I)

—$7. 3 —$8. 3

Cannot be estimated

+1. 0 +1. 0
+8. 5 +8. 9

+17. 1 —10. 2

No cost
—10. 6 —11. 9

(2)

(3)

—$9. 6

+1. 0
+9. 4

—i& 9

—13. 0

(2)

(I)

—$11. 0

+1.0
+9. 9

—30.0

—13. 8

—2. 7 +9. 3 +8. 7 —20. 5 —31. 1 —43. 9

4 Estimators cannot make estimates at this time. When
more data are available, a cpst estimate will be. made.

Note: The above estimates are based on assumed enact-
ment of H.R. 3236 in March 1980.

Source: Social Security Administration, Mar. 13, 1980.



54

TABLE 5.—SUMMARY
COST ESTIMATES FOR HOUSE-PASSED BILLS Hit. 3464 and }1.R. 3236

(Pluses indicate costs, minuses

.

Provision

House bills

Fiscal year—

1980 1981 1982 1983 1984 1985

OASDI provisions:
Estimated effect on OASDI expenditures ' +$16 —$101 —$363 —$657 $949 —$1, 270
Estimated effect on 551, AFDC, medicare,

and medicaid +46 +87 +107 +96 +61 +19
551 wovisions:

Estimated effect on 551 +4 +46 +66 -f 84 +104 +131
Estimated effect on OASDI +1 +3 +39 +72 +101 +126
Estimated effect on medicare and medicaid___ (2) +6 +27 +47 +69 +93

AFDC provisions; Estimated effect on AFDC No provilsions

Total net effect on Federai Government
expenditures +67 +41 —124 —358 —614 —901

Other prvisionb:
Making social security contributions for

covered State and local employees—esti-
mated effect on interest income No provision

Inclusion in wages of FICA taxes paid by em-
ployer—estimated effect on revenue No provision

Total net effect on OASDI and HI trust fund
income

'The long-range OASDI savings of the House bills 2 Costs of less than $1,000,000.
s 0.20 percent of taxable payroll. The long-range Savings of less than $1,000,000.
savings of the Senate bill is 0.11 percent of taxable payroll.
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TABLE
SEN ATE-PASSEI) BILL H.R. 3236—ADMINSTRATION ESTIMATES

indicate aving. In inillionsi

Senate bill

Fiscal year—

ProLsion 1980 1981 1982 1983 1984 1985

OASDI provisions:
Estimated effect on OASDI expenditures —$27 +$110 +$57 —$87 —$262 —$469

Estimated effect on SSI, AFDC, medicare, and
medicaid +11 +78 +120 +143 +126 +109

SSI provisions:
Estimated effect on SSI —11 —28 37 54 _74 —86

Estimated effect on OASDI
Estimated effect on medicare and medicaid____ (8) —2 —1 —2 —5 —6

AFDC provisions: Estimated effect on AFDC —2. 7 +9. 3 +8. 7 —20. 5 —31. 1 —43. 9

Total net effeet on Federal Government ex-
penditures —29.7 -i-167. 3 +147.7 —20.5 —246. 1 —495.9

Other provisions:
Making social security contributions for

cOvere(L State and local employees—esti-
mated effect on interest income —27 —25 —27 —29 —32

Inclusion in wages of FICA taxes paid by em-
ployer—estimated effect on revenue +5 +10 +15 +20 +25

Total net effect on OASDI and HI trust fund
income —22 —15 —12 —9 —7

0
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SOCIAL SECURITYDISABILITY AMENDMENTS OF 1980

MAY 13, 1980.—Ordered to be printed

Mr. ULLMAN, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 3236]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (H.R. 3236) to
amend title II of the Social Security Act to provide better work in-
centives and improved accountability in the disability insurance
program, and for other purposes, having met, after full and free
conference, have agreed to recommend and do recommend to their
respective Houses as follows:

That the House recede from its disagreement to the amendment
of the Senate to the text of the bill and agree to the same with an
amendment as follows:

In lieu of the matter proposed to be inserted by the Senate
amendment insert the following:
That this Act may be cited as the "Social Security Disa'bility
Amendments of 1980".

TABLE OF CONTENTS

Sec. 1. Short title.

TITLE I—PRO VISIONS REM TING 7t DISABILITY BENEFITS UNDER OASDI
PROGRAM

Sec. 101. Limitation on total family benefits in disability cases.
Sec. 102. Reduction in dropout years for you nqer disabled workers.
Sec. 1O,3. Provisions relating to medicare waiting period for recipients of disability

benefits.
Sec. 104. Continuation of medicare eligibility.

(1)
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TITLE H—PRO VISIONS RELA TING TO DISABILITY BENEFITS UNDER THE
SSI PROGRAM

Sec. 201. Benefits for individuals who perform substantial gainful activity despite
severe medical impairment.

Sec. 902. Earned income in sheltered workshops.
Sec. '03. Termination of attribution of parents' income and resources when child at-

tains age 18.

TITLE HI—PRO VL$IONS AFFECTING DISABILITY RECIPIENTS UNDER
OASDI AND SSI PROGRAMS; ADMINISTRATIVE PROVISIONS

Sec. 301. Continued payment of benefits to individuals under vocational rehabilita-
tion plans.

Sec. 302. Extraordinary work expenses due to severe disability.
Sec. 303. Reentitlement to disability benefits.
Sec. 304. Disability determinations; Federal review of Stat4? agency determinations.
Sec. 305. Information to accompany Secretary's decisions.
Sec. 306. Limitation on prospective effect of application.
Sec. 307. Limitation on court remands.
Sec. 308. Time limitations for decisions on benefit claims.
Sec. 309. Payment for existing medical evidence.
Sec. 310. Payment of certain travel expenses.
Sec. 311. Periodic review of disability determinations.
Sec. 312. Report by Secretary.

TITLE I V—PRO VISIONS RELATING TO AFDC AND CHILD SUPPORT
PROGRAMS

Sec. 401. Work requirement under the AFDC program.
Sec. 402. Use of Internal Revenue Service to collect child support for non-A FDC fam-

ilies.
Sec. 403. Safeguards restricting disclosure of certain information under AFDC and

social service programs.
Sec. 404. Federal matching for child support duties performed by certain court per-

sonnel.
Sec. 405. Child support management information system.
Sec. 406. AFDC management information system.
Sec. 407. Child support reporting and matching procedures.
Sec. 408. Access to wage information for purposes of carrying out State plans for

child support.

TITLE V—OTHER PROVISIONS RELATING TO THE SOCIAL SECURITY ACT

Sec. 501. Relationship between social security and SSI benefits.
Sec. 502. Extension of National Commission on Social Security.
Sec. 503. Time for making of social security contributions with respect to covered

State and local employees.
Sec. 504. Eligibility of aliens for SSI benefits.
Sec. 505. Authority for demonstration projects.
Sec. 506. Additional funds for demonstration project relating to the terminally ill.
Sec. 507. Voluntary certification of medicare supplemental health insurance policies.

TITLE I—PRO VISIONS RELA TING TO DISABILITY BENEFITS
UNDER OASDI PROGRAM

LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY CASES

SEC. 101. (a) Section 203(a) of the Social Security Act is amend-
ed—

(1) by striking out "except as provided by paragraph (3)" in
paragraph (1) (in the matter preceding subparagraph (A)) and
insertinq in lieu thereof "except as provided by paragraphs (3)
and (6)';
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(2) by redesignating paragraphs (62, (7), and (8) as paragraphs
(7), (8), and (9), respectively; and

(3) by inserting after paragraph (5) the following new para-
grqph:

"(62 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 which beneficia-
ries 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 otherwise be
applicable, shall be, reduced or further reduced (before the applica-
tion of section 224) to the smaller of—

"(A) 85 percent of such individual's average indexed monthly
earnings (or 100 percent of his primaiy insurance amount, if
lar'er), or

'(B) 150 percent of such individual s primaiy insurance
amount. "

(b)(1) Section 203(a)(2)(D) of such Act is amended by striking out
"paragraph (7)" and inserting in lieu thereof "paragraph (8)"

(2) Section 203(a)(8) of such Act, as redesignated by subsection
(a)(2) of this section, is amended by striking out "paragraph (62" and
inserting in lieu thereof "paragraph (7)"

(3) Section 215(i)(2)(A)(ii)(III) of such Act is amended by striking
out "section 203(a) (62 and (7)" and inserting in lieu thereof "section
203(a) (7) and (8)"

(4) Section 215(i)(2)(D) of such Act is amended by adding at the
end thereof the following new sentence: "Notwithstanding the pre-
ceding sentence, such revision of maximum family benefits shall be
subject to paragraph (6w) of section 203(a) (as added by section
101(a)(3) of the Social Security Disability Amendments of 1980). "

(c) The amendments made by this section shall apply only with
respect to monthly benefits payable on the basis of the wages and
self-employment income of an individual who first becomes eligible
for benefits (determined under sections 215(a)(3)(B) and 215(a)(2)(A)
of the Social Security Act, as applied for this purpose) after 1978,
and who first becomes entitled to disability insurance benefits after
June 30, 1980.

REDUCTION IN NUMBER OF DROPOUT YEARS FOR YOUNGER DISABLED
WORKERS

SEC. 102. (a) Section 215(b)(2)(A) of the Social Security Act is
amended to read as follows:

"(2)(A) The number of an individual's benefit computation years
equals the number of elapsed years reduced—-

"(i) in the case of an individual who is entitled to old-age in-
surance benefits (except as provided in the second sentence of
this subparagraph), or who has died, by 5 years, and

"(ii) in the case of an individual who is entitled to disability
insurance benefits, by the number of years equal to one-fifth of
such individual s elapsed years (disregarding any resulting frac-
tional part of a year), but not by more than 5 years.
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Clause (ii), once applicable with respect to any individual, shall con-
tinue to apply for purposes of determining such individual's pri-
mary insurance amount for purposes of any subsequent eligibility
for disability or old-age insurance benefits unless prior to the month
in which such eligibility begins there occurs a period of at least 12
consecutive months for which he was not entitled to a disability or
an old-age insurance benefit. If an individual described in clause
(ii) is living with a child (of such individual or his or her spouse)
under the age of 3 in any calendar year which is included in such
individual 's computation base years, but which is not disregarded
pursuant to clause (ii) or to subparagraph (B) (in determining such
individual 's benefit computation years) by reason of the reduction in
the number of such individual's elapsed years 'nder clause (ii), the
number by which such elapsed years are reduced under this subpar-
agraph pursuant to clause (ii) shall be increased by one (up to a
combined total not exceeding 3) for each such calendar year; except
that (I) no calendar year shall be disreçarded by reason of this sen-
tence (in determining such individual s benefit computation years)
unless the individual was living with such child substantially
throughout the period in which the child was alive and under the
age of 3 in such year and the individual had no earnings as de-
scribed in section 203(f)(5) in such year, (II) the particular calendar
years to be disregarded under this sentence (in determining such
benefit computation years) shall be those years (not otherwise disre-
garded under clause (ii)) which, before the application of section
215(f), meet the conditions of subclause (I), and (III) this sentence
shall apply only to the extent that its apfilication would not result
in a lower primary insurance amount. The number of an individ-
ual's benefit computation years as determined under this subpara-
graph shall in no case be less than 2. '

(b) Section 223(a)(2) of such Act is amended by inserting "and sec-
tion 215(b)(2XA)(ii)" after "section 202(q)" in the first sentence.

(c) The amendments made by this section shall apply only with
respect to monthly benefits payable on the basis of the wages and
self-employment income of an individual who first becomes entitled
to disability insurance benefits on or after July 1, 1980; except that
the third sentence of section 215(b)(2)(A) of the Social Security Act
(as added by such amendments) shall apply only with respect to
monthly benefits payable for months beginning on or after July 1,

1981.

PROVISIONS RELATING TO MEDICARE WAITING PERIOD FOR RECIPIENTS
OF DISABILITY BENEFITS

SEC. 103. (a)(1)(A) Section 226Yb)(2) of the Social Security Act is
amended by striking out "consecutive" in clauses (A) and (B).

(B) Section 226(b) of such Act is further amended by striking out
"consecutive" in the matter following paragraph (2).

(2) Section 1811 of such Act is amended by striking out "consecu-
tive".

(3) Section 1837(g)(1) of such Act is amended by striking out "con-
secutive ".

(4) Section 7(d)(2)(ii) of the Railroad Retirement Act of 1974 is
amended by striking out "coecutive"each place it appears.
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(b) Section 226 of the Social Security Act is amended by redesig-
nating subsection (f) as subsection (g), and by inserting after subsec-
tion (e) the following new subsection.

"(f) For purposes of subsection (b) (and for purposes of section
1887(g)(1) of this Act and section 7(d)(2)(ii) of the Railroad Retire-
ment Act of 1974), the 24 months for which an individual has to
have been entitled to specified monthly benefits on the basis of dis-
ability in order to become entitled to hospital insurance benefits on
such basis effective with any particular month (or to be deemed to
have enrolled in the supplementary medical insurance program, on
the basis of such entitlement, by reason of section 1887(f)), where
such individual had been entitled to specified monthly benefits of
the same type during a previous period which terminated—

"(1) more than 60 months before the month in which his cur-
rent disability began in any case where such monthly benefits
were of the type specified in clause (A)(i) or (B) of subsection
(bX2), or

"(2) more than 84 months before the month in which his cur-
rent disability began in any case where such monthly benefits
were of the type specified in clause (A)(ii) or (A)(iii) of such sub-
section,

shall not include any month which occurred during such previous
period. "

(c) The amendments made by this section shall apply with respect
to hospital insurance or supplementary medical insurance benefits
for services provided on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

CONTINUATION OF MEDICARE ELIGIBILITY

SEC. 104. (a) Section 226(b) of the Social Security Act is amend-
ed—

(1) by striking out "ending with the month" in the matter fol-
lowing paragraph (2) and inserting in lieu thereof "ending (sub-
ject to the last sentence of this subsection) with the month':
and

(2) by adding at the end thereof the following new sentence:
"For purposes of this subsection, an individual who has had a
period of trial work which ended as provided in section
222(cX4)(A), and whose entitlement to benefits or status as a
qualified railroad retirement beneficiary as described in para-
graph (2) has subsequently terminated, shall be deemed to be
entitled to such benefits or to occupy such status (notwithstand-
ing the termination of such entitlement or status) for the period
of consecutive months throughout all of which the physical or
mental impairment, on which such entitlement or status was
based, continues, and throughout all of which such individual
would have been entitled to monthly insurance benefits under
title II or as a qualified railroad retirement beneficiary had
such individual been unable to engage in substantial gainful
activity, but not in excess of 24 such months. "

(b) The amendments made by subsection (a) shall become effective
on the first day of the sixth month which begins after the date of
the enactment of this Act, and shall apply with respect to any mdi-
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vidual whose disability has not been determined to have ceased
prior to such first day.

TITLE Il—PROVISIONS RELATING TO DISABILITY
BENEFITS UNDER THE SSI PROGRAM

BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTANTIAL GAINFUL

ACTIVITY DESPITE SEVERE MEDICAL IMPAIRMENT

SEC. 201. (a) Part A of title XVI of the Social Security Act is
amended by adding at the end thereof the following new section:

'BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTANTIAL GAINFUL
ACTIVITY DESPITE SEVERE MEDICAL IMPAIRMENT

"SEC. 1619. (a) Any individual who is an eligible individual (or
eligible spouse) by reason of being under a disability and was eligi-
ble to receive benefits under section 1611(b) or under this section for
the month preceding the month for which eligibility for benefits
under this section is now being determined, and who would other-
wise be denied benefits by reason of section 1611(e)(4) or ceases to be
an eligible individual (or eligible spouse) because his earnings have
demonstrated a capacity to engage in substantial gainful activity,
shall nevertheless qualify for a monthly benefit equal to an amount
determined under section 1611(b)(1) (or, in the case of an individual
who has an eligible spouse, under section 1611(b)(2)), and for pur-
poses of titles XIX and XX of this Act shall be considered a dis-
abled individual receiving supplemental security income benefits
under this title, for so long as the Secretary determines that—

"(1) such individual continues to have the disabling physical
or mental impairment on the basis of which such individual
was found to be under a disability, and continues to meet all
non-disability-related requirements for eligibility for benefits
under this title; and

"(2) the income of such individual, other than income ex-
cluded pursuant to section 1612(b), is not equal to or in excess of
the amount which would cause him to be ineligible for pay-
ments under section 1611(b) (if he were otherwise eligible for
such payments).

"(b) For purposes of titles XIX and XX, any individual under age
65 who, for the month preceding the first month in the period to
which this subsection applies, received—

a payment of supplemental security income benefits under
section 1611(b) on the basis of blindness or disability,

"(ii) a supplementary payment under section 1616 of this Act
or under section 212 of Public Law 93-66 on such basis,

"(iii) a payment of monthly benefits under subsection (a), or
"(iv) a supplementary payment under section 1616(c)(3),

shall be considered to be a blind or disabled individual receiving
supplemental security income benefits for so long as the Secretary
determines under regulations that—

"(1) such individual continues to be blind or continues to
have the disabling physical or mental impairment on the basis
of which he was tound to be under a disability and, except for
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his earnings, continues to meet all non-disability-related re-
quirements for eligibility for benefits under this title;

"(2) the income of such individual would not, except for his
earnings, be equal to or in excess of the amount which would
cause him to be ineligible for payments under section 1611(b) (if
he were otherwise eligible for such payments);

"(3) the termination of eligibility for benefits under title XIX
or XX would seriously inhibit his ability to continue his em-
ployment; and

"(4) such individual's earnings are not sufficient to allow
him to provide for himself a reasonable equivalent of the bene-
fits under this title and titles XIX and XX which would be
available to him in the absence of such earnings. ".

(bXl) Section 161 6(c) of such Act is amended by adding at the end
thereof the following new paragraph:

"(3) Any State (or political subdivision) making supplementary
payments described in subsection (a) shall have the option of
making such payments to individuals who receive benefits under
this title under the provisions of section 1619, or who would be eligi-
ble to receive such benefits but for their income. ".

(2) Section 212(a) of Public Law 93-66 is amended by adding at
the end thereof the following new paragraph:

"(4) Any State having an agreement with the Secretary under
pqragraph (1) may, at its option, include individuals receiving bene-
fits under section 1619 of the Social Security Act, or who would be
eligible to receive such benefits but for their income, under the
agreement as though they are aged, blind, or disabled individuals
as specified in paragraph (2)(A).'.

(c) Part A of title XVI of the Social Security Act is amended by
adding at the end thereof (after the new section added by subsection
(a) of this section) the following new section:

"MEDICAL AND SOCIAL SERVICES FOR CERTAIN HANDICAPPED PERSONS

"SEC. 1620. (a) There are authorized to be appropriated such sums
as may be necessary to establish and carry out a 3-year Federal-
State pilot program to provide medical and social services for cer-
tain handicapped individuals in accordance with this section.

"(bXl) The total sum of $18,000,000 shall be allotted to the States
for such program by the Secretary, during the period beginning Sep-
tember 1, 1981, and ending September 30, 1984, as follows:

"(A) The total sum of $6,000,000 shall be allotted to the
States for the fiscal year ending September 30, 1982 (which for
purposes of this section shall include the month of September
1981).

"(B) The total sum of $6,000,000, plus any amount remaining
available (after the application of paragraph (4)) from the allot-
ment made under subparagraph (A), shall be allotted to the
States for the fiscal year ending September 30, 1983.

"(C) The total sum of $6,000,000, plus any amount remaining
available (after the application of paragraph (4)) from the allot-
ments made under subparagraphs (A) and (B), shall be allotted
to the States for the fiscal year ending September 30, 1984.

"(2) The allotment to each State from the total sum allotted
under paragraph (1) for any fiscal year shall bear the same ratio to
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such total sum as the number of individuals in such State who are
over age 17 and under age 65 and are receiving supplemental secu-
rity income benefits as disabled individuals in such year (as deter-
mined by the Secretary on the basis of the most recent data availa-
ble) bears to the total number of such individuals in all the States.
For purposes of the receding sentence, the term 'supplemental secu-
rity income benefits includes payments made pursuant to an agree-
ment under section 1616(a) of this Act or under section 212(b) of
Public Law 93-66.

"(3) At the beginning of each fiscal year in which the pilot pro-
gram under this section is in effect, each State that does not intend
to use the allotment to which it is entitled for such year (or any al-
lotment which was made to it for a prior fiscal year), or that does
not intend to use the full amount of any such alk.tment, shall certi-
fy to the Secretary the amount of such allotment which it does not
intend to use, and the State s allotment for the fiscal year (or years)
involved shall thereupon be reduced by the amount so certified.

"(4) The portion of the total amount available for allotment for
any particular fiscal year under paragraph (1) which is not allotted
to States for that year by reason of paragraph (3) (plus the amount
of any reductions made at the beginning of such year in the allot-
ments of States for prior fiscal years under paragraph (3)) shall be
reallocated in such manner as the Secretary may determine to be ap-
propriate to States which need, and will use, additional assistance
in providing services to severely handicapped individuals in that
particular year under their approved plans. Any amount reallocated
to a State under this paragraph for use in a particular fiscal year
shall be treated for purposes of this section as increasing such
State's allotment for that year by an equivalent amount.

"(c) In order to participate in the pilot program and be eligible to
receive payments for any period under subsection (d), a State (during
such period) must have a plan, approved by the Secretary as meeting
the requirements of this section, which provides medical and social
services for severely handicapped individuals whose earnings are
above the level which ordinarily demonstrates an ability to engage
in substantial gainful activity and who are not receiving benefits
under section 1611 or 1619 or assistance under a State plan ap-
proved under section 1902, and which—

"(1) declares the intent of the State to participate in the pilot
program;

"(2) designates an appropriate State agency to administer or
supervise the administration of the program in the State;

"(3) describes the criteria to be applied by the State in deter-
mining the eligibility of any individual for assistance under the
plan and in any event requires a determination by the State
agency to the effect that (A) such individual 's ability to contin-
ue his employment would be significantly inhibited without
such assistance and (B) such individz4al's earnings are not suf-
ficient to allow him to provide for himself a reasonable equiva-
lent of the cash and other benefits 'that would be available to
him under this title and titles XIX and XX in the absence of
those earnings;

"(4) describes the process by which the eligibility of individ-
uals for such assistance is to be determined (and such process
may not involve the performance of functions by any State
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agency or entity which is engaged in making determinations of
disability for purposes of disability insurance or supplemental
security income benefits except when the use of a different
agency or entity to perform those functions would not be
feasible);

"(5) describes the medical and social services to be provided
under the plan;

"(6) describes the manner in which the medical and social
services involved are to be provided and, if they are not to be
provided through the State's medical assistance and social serv-
ices programs under titles XIX and XX (with the Federal pay-
ments being made under subsection (d) of this section rather
than under those titles), specifies the particular mechanisms
and procedures to be used in providing such services; and

"(7) contains such other provisions as the Secretary may find
to be necessary or appropriate to meet the requirements of this
section or otherwise carry out its purpose.

The plan under this section may be developed and submitted as a
separate State plan, or may be submitted in the form of an amend-
ment to the State's plan under section 2003('d)(l).

"(d)(1) From its allotment under subsection (b) for any fiscal year
(and any amounts remaining available from allotments made to it
for prior fiscal years), the Secretary shall from time to time pay to
each State which has a plan approved under subsection (c) an
amount equal to 75 per centum of the total sum expended under
such plan (including the cost of administration of such plan) in pro-
viding medical and social services to severely handicapped individ-
uals who are eligible for such services under the plan.

"(2) The method of computing and making payments under this
section shall be as follows:

"(A) The Secretary shall, prior to each period for which a
payment is to be made to a State, estimate the amount to be
paid to the State for such period under the provisions of this
section.

"(B) From the allotment available therefor, the Secretary
shall pay the amount so estimated, .reduced or increased, as the
case may be, by any sum (not previously adjusted under this
subsection) by which he finds that his estimate of the amount
to be paid the State for any prior period under this section was
greater or less than the amount which should have been paid to
the State for such period under this section.

"(e) Within nine months after the date of the enactment of this
sectwn, the Secretary shall prescribe and publish such regulations
as may be necessary or appropriate to carry out the pilot program
and otherwise implement this section.

"(f) Each State participating in the pilot program under this sec-
twn shall from time to time report to the Secretary on the operation
and results of such program in that State, with particular emphasis
upon the work incentive effects of the program. On or before October
1, 1983, the Secretary shall submit to the Congress a report on the
program, incorporating the information contained in the State re-
ports along with his findings and recommendations. ".

(d) The amendments made by subsections (a) and (b) shall become
effective on January 1, 1981, but shall remain in effect only for a
period of three years after such effective date.

61—969 0 — 80 — 2
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(e) The Secretary shall provide for separate accounts with respect
to the benefits payable by reason of the amendments made by sub-
sections (a) and (b) so as to provide for evaluation of the effects of
such amendments on the programs established by titles II, XVI,
XIX, and XX of the Social Security Act.

EARNED INCOME IN SHELTERED WORKSHOPS

SEC. 202. (a) Section 1 612(a) (1) of the Social Security Act is
amended—

(1) by striking out "and" after the semicolon at the end of
subparagraph (A); and

(2) by adding after subparagraph (B) the following ncw sub-
paragraph:

'(C) remuneration received for services performed in a
sheltered workshop or work activities center; and"

(b) The amendments made by subsection (a) shall apply only with
respect to remuneration received in months after September 1980.

TERMINATION OF ATTRIBUTION OF PARENTS' INCOME AND RESOURCES
WHEN CHILD ATTAINS AGE 18

SEC. 203. (a) Section 1614(f)(2) of the Social Security Act is amend-
ed by striking out "under age 21" and inserting in lieu thereof
"under age 18"

(b) The amendment made by subsection (a) shall become effective
on October 1, 1980; except that the amendment made by such subsec-
tion shall not apply, in the case of any child who, in September
1980, was 18 or over and received a supplemental security income
benefit for such month, during any period for which such benefit
would be greater without the application of such amendment.

TITLE HI—PROVISIONS AFFECTING DISABILITY RECIPI-
ENTS UNDER OASDI AND SSI PROGRAMS; ADMINISTRA-
TIVE PROVISIONS

CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS UNDER
VOCATIONAL REHABILITATION PLANS

SEC. 301. (aXi) Section 225 of the Social Security Act is amended
by inserting "(a)" after "SEC. 225.': and by adding at the end there-
of the following new subsection:

"(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 suspended
because the physical or mental impairment, on which the individ-
ual 's entitlement to such benefits is based, has or may have ceased,

"(1) such individual is participating in an approved vocation-
al rehabilitation program under a State plan approved under
title I of the Rehabilitation Act of 1973, and

"(2) the iommissioner 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
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may (following his participation in such program) be perma-
nently removed from the disability benefit rolls. ".

(2) Section 225(a) of such Act (as designated under subsection (a)
of this section) is amended by striking out "this section" each place
it appears and inserting in lieu thereof "this subsection ".

(b) Section 1631(a) of such Act is amended by adding at the end
thereof the following new paragraph:

"(6) Notwithstanding any other provision of this title, payment of
the benefit of any individual who is an aged, blind, or disabled in-
dividual solely by reason of disability (as determined under section
1614(a)(3)) shall not be terminated or suspended because the physi-
cal or mental impairment, on which the individual's eligibility for
such benefit is based, has or may have ceased, if—

"(A) such individual is participating in an approved voca-
tional rehabilitation program under a State plan approved
under title lof the Rehabilitation Act of 1973, and

"(B) 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. ".

(c) The amendments made by this section shall become effective
on the first day of the sixth month which begins after the date of
the enactment of this Act, and shall apply with respect to individ-
uals whose disability has not been determined to have ceased prior
to such first day.

EXTRAORDINARY WORK EXPENSES DUE TO SEVERE DISABILITY

SEC. 302. (a)(1) Section 223(d)(4) of the Social Security Act' is
amended by inserting after the third sentence the following new sen-
tence: "In determining whether an individual is able to engage in
substantial gainful activity by reason of his earnings, where his dis-
ability is sufficiently severe to result in a functional limitation re-
quiring assistance in order for him to work, there shall be excluded
from such earnings an amount equal to the cost (to such individual)
of any attendant care services, medical devices, equipment, prosthe-
ses, and similar items and services (not including routine drugs or
routine medical services unless such drugs or services are necessary
for the control of the disabling condition) which are necessary (as
determined by the Secretary in regulations) for that purpose, wheth-
er or not such assistance is also needed to enable him to carry out
his normal daily functions; except that the amounts to be excluded
shall be subject to such reasonable limits as the Secretary may pre-
scribe. ".

(2) Section 1614(a)(3)(D) of such Act is amended by inserting after
the first sentence the following new sentence: "In determining
whether an individual is able to engage in substantial gainful ac-
tivity by reason of his earnings, where his disability is sufficiently
severe to result in a functional limitation requiring assistance in
order for him to work, there shall be excluded from such earnings
an amount equal to the cost (to such individual) of any attendant
care services, medical devices, equipment, prostheses, and similar
items and services (not including routine drugs or routine medical
services unless such drugs or services are necessary for the control of
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the disabling condition) which are necessary (as determined by the
Secretary in regulations) for that purpose, whether or not such as-
sistance is also needed to enable him to carry out his normal daily
functions; except that the amounts to be excluded shall be subject to
such reasonable limits as the Secretary may prescribe. ".

(b) Section 1612(b)(4XB) of such Act is amended by striking ot
"plus one-half of the remainder thereof and (ii)" and inserting, in
lieu thereof the following: "(ii) such additional arnçun&&of earned
income of such individual (for p,irposes of det'erminrng the amount
of his or her benefits under this title and of determining his or her
eligibility for such benefits for consecutive months of eligibility after
the initial month of such eligibility), if such individual s disability
is sufficiently severe to result in a functional limitation. r2q1iring
assistance in order for him to work, as may be ucessary o pay the
costs (to such individual) of attendant care services, medical ievices,
equipment, prostheses, and similar items and services (not including
routine drugs or routine medical services unless such drugs or serv-
ices are necessary for the control of the disabling condition) which
are necessary (as determined by the Secretary in regulations) for
that purpose, whether or not such assistance is also needed to enable
him to carry out his normal daily functions, except that the
amounts to be excluded shall be subject to such reasonable limits as
the Secretary may prescribe, (iii) one-half of the amount of earned
income not excluded after the application of the preceding provi-
sions of this subparagraph, and (iv)"

(c) The amendments made by this section shall apply with respect
to expenses incurred on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

REENTITLEMENT TO DISABILITY BENEFITS

SEC. 303. (a)(1) Section 222(c)(1) of the Social Security Act is
amended by striking out "section 223 or 202(d)" and inserting in
lieu thereof "section 223, 202(d), 202(e), or 202(f)"

(2) Section 222(cX3) of such Act is amended by striking out the
period at the end of the first sentence and inserting in lieu thereof
", or, in the case of an individual entitled to widow's or widower s
insurance benefits under section 202 (e) or (f) who became entitled to
such benefits prior to attaining age 60, with the month in which
such individual becomes so entitled. ".

(b)(1XA) Section 223(a)(1) of such Act is amended by striking out
"or the third month following the month in which his disability
ceases,.",at the end of.the first sentence and inserting in lieu thereof
"or, subject to subsection (e), the termination month. For purposes of
the preceding sentence, the termination month for any individual
shall be the third month following the month in which his disabil-
üy ceases; except that, in the case of an individual who has a period
of trial work which ends as determined 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 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
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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. ".

(B) Section 202(d)(1)(G) of such Act is amended—
(i) by redesignating clauses (i) and (ii) as clauses (III) and

(IV), respectively, and

(ii) by striking out "the third month following the month in
which he ceases to be under such disability" and inserting in
lieu thereof ", or, subject to section 223(e), the termination
month (and for purposes of this subparagraph, the termination
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 determined by application of section 22('cX4)(A), the ter-
mination month shall be the earlier of (I) the third month fol-
lowing 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 impair-
ment, 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 substantial gainful activity, "

(C) Section 202(e)(1) of such Act is amended by striking out "the
third month following the month in which her disability ceases
(unless she attains age 65 on or before the last day of such third
month)." at the end thereof and inserting in lieu thereof ", subject
to section 223(e), the termination month (unless she attains age 65
on or before the last day of such termination month). For purposes
of the preceding sentence, the termination month for any individual
shall be the third month following the month in which her disabil-
ity ceases; except 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. ".

(D) Section 202(f)(1) of such Act is amended by striking out "the
third month following the month in which his disability ceases
(unless he attains age 65 on or before the last day of such third
month)." at the end thereof and inserting in lieu thereof ", subject
to section 223(e), the termination month (unless he attains age 65 on
or before the last day of such termination month). For purposes of
the preceding sentence, the termination month for any individual
shall be the third month following the month in which his disabil-
ity ceases; except that, in the case of an individual who has a period
of trial work which ends as determined by application of section
2!2(ckkA), the termination month shall be the earlier of (I) the
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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) Section 223 of such Act is amended by adding at the end
thereof the following new subsection:

"(e) No benefit shall be payable under subsection (d)(l)(B)(ii),
(e)(1XB)(ii), or (f)(1)(B)(ii) of section 202 or under subsection (a)(1) of
this section to an individual for any month, after the third month,
in which he engages in substantial gainful activity during the 15-
month period following the end of his trial work period determined
by application of section 222(c)(4)(A). "

(B) Section 216(i)(2)(D) of such Act is amended by striking out
"(ii)" and all that follows and inserting in lieu thereof "(ii) the
month preceding (I) the termination month (as defined in section
?23(a)(1)), or, if earlier (II) the first month for which no benefit is
payable by reason of section 223(e), where no benefit is payable for
any of the succeeding months during the 15-month period referred
to in such section."

(c)(1)(A) Section 1614(a)(3) of such Act is amended by adding at
the end thereof the following new subparagraph:

"(F) For purposes of this title, an individual whose trial work
period has ended by application of paragraph (4)(D)(i) shal4 subject
to section 1611(e)(4), nonetheless be considered (except for purposes of
section 1631(a)(5)) to be disabled through the end of the month pre-
ceding the termination month. For purposes of the preceding sen-
tence, the termination month for any individual shall be the earlier
of (i) 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 first month, after the period of 15 consecutive months following
the end of such period of trial work, in which such individual en-
gages in or is determined to be able to engage in substantial gainful
activity.":

(B) Section 1614(a)(3)(D) of such Act is amended by striking out
"paragraph (4)" and inserting in lieu thereof "subparagraph (F) or
paragraph (4)":

(2) Section 1611(e) of such Act is amended by adding at the end
thereof the following new paragraph:

"(4) No benefit shall be payable under this title, except as pro-
vided in section 1619 (or section 1616(cX3D, with respect to an eligi-
ble individual or his eligible spouse who is an aged, blind, or dis-
abled individual solely by application of section 1614(a)(3)(F) for any
month, after the third month, in which he engages in substantial
gainful activity during the fifteen-month period following the end
of his trial work period determined by application of section
1614(a)(4)(D)(i). "

(d) The amendments made by this section shall become effective
on the first day of the sixth month which begins after the date of
the enactment of this Act, and shall apply with respect to any mdi-
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vidual whose disability has not been determined to have ceased
prior to such first day.

DISABILITY DETERMINATIONS; FEDERAL REVIEW OF STATE AGENCY
DETERMINATIONS

SEC. 304. (a) Section 221(a) of the Social Security Act is amended
to read as follows:

"(aXi) In the case of any individual, the determination of whether
or not he is under a disability (as defined in section 216(i) or 22i1(d))
and of the day such disability began, and the determination of the
day on which such disability ceases, shall be made by a State
agency, notwithstanding any other provision of law, in any State
that notifies the Secretary in writing that it wishes to make such
disability determinations commencing with such month as the Sec.
retary and the State agree upon, but only if (A) the Secretary has
not found, under subsection (bXl), that the State agency has sub-
stantially failed to make disability determinations in accordance
with the applicable provisions of this section or rules issued there-
under, and (B) the State has not notified the Secretary, under sub-
section (bX2), that it does not wish to make such determinations. If
the Secretary once makes the finding described in clause (A) of the
preceding sentence, or the State gives the notice referred to in clause
(B) of such sentence, the Secretary may thereafter determine whether
(and, if so, beginning with which month and under what condi-
tions) the State may again make disability determinations under
this paragraph.

"(2) The disability determinations described in paragraph (1)
made by a State agency shall be made in accordance with the perti-
nent provisions of this title and the standards and criteria con-
tained in regulations or other written guidelines of the Secretary
pertaining to matters such as disability determinations, the class or
classes of individuals with respect to which a State may make dis-
ability determinations (if it does not wish to do so with respect to
all individuals in the State), and the conditions under which it may
choose not to make all such determinations. In addition, the Secre-
tary shall promulgate regulations specifying, in such detail as he
deems appropriate, performance standards and administrative re-
quirements and procedures to be followed in performing the disabil-
ity determination function in order to assure effective and uniform
administration of the disability insurance program throughout the
United States. The regulations may, for example, specify matters
such as—

"(A) the administrative structure and the relationship be-
tween various units of the State agency responsible for disabil-
ity determinations,

"(B) the physical location of aid relationship among agency
staff units, and other individuals or organizations performing
tasks for the State agency, and standards for the availability to
applicants and beneficiaries of facilities for making disability
determinations,

"(C) State agency performance criteria, including the rate of
accuracy of decisions, the time periods within which determina-
tions must be made, the procedures for and the scope of review
by the Secretary, and, as he finds appropriate, by the State, of
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its performance in individual cases and in classes of cases, and
rules governing access of appropriate Federal officials to State
offices and to State records relating to its administration of the
disability determination function,

"(D) fiscal control procedures that the State agency may be re-
quired to adopt, and

"'E) the submission of reports and other data, in such form
and at such time as the Secretary may require, concerning the
State agency s activities relating to the disability determination.

Nothing in this section shall be construed to authorize the Secretary
to take any action except pursuant to law or to regulations promul-
gated pursuant to law.

(b) Section 221(b) of such Act is amended to read as follows:
'YbX1) If the Secretary finds, after notice and opportunity for ahearing, that a State agency is substantially failinr to make dis-

ability determinations in a manner consistent with his regulations
and other written guidelines, the Secretary shall, not earlier than
180 days following his finding, and after he has complied with the
requirements of paragraph (3), make the disability determinations
referred to in subsection (a)(1).

"(2) If a State, having notified the Secretary of its intent to make
disability determinations under subsection (a)(1), no longer wishes to
make such determinations, it shall notify the Secretary in writing of
that fact, and, if an agency of the State is making disability deter-
minations at the time such notice is given, it shall continue to do so
for not less than 180 days, or (if later) until the Secretary has com-
plied with the requirements of paragraph (3). Thereafter, the Secre-
tary shall make the disability determinations referred to in subsec-
tion (aXi).

"('8)(A) The Secretary shall develop and initiate all appropriate
procedures to implement a plan with respect to any partial or com-
plete assumption by the Secretary of the disability determination
function from a State agency, as provided in this section, under
which employees of the affected State agency who are capable of per-
forming duties in the disability determination process for the Secre-tary shall, notwithstanding any other provision of law, have a pref-
erence over any other individual in filling an appropriate employ-
ment position with the Secretary (subject to any system established
by the Secretary for determining hiring priority among such employ-
ees of the State agency) unless any such employee is the administra-tor, the deputy administrator, or assistant administrator (or his
equivalent) of the State agency, in which case the Secretary may
accord such priority to such employee.

"(B) The Secretary shall not make such assumption of the disabil-
ity determination function until such time as the Secretary of Labor
determines that, with respect to employees of such State agency who
will be displaced from their employment on account of such assump-
tion by the Secretary and who will not be hired by the Secretary to
perform duties in the disability determination process, the State hasmade fair and equitable arrangements to protect the interests of em-ployees so displaced. Such protective arrangements shall include
only those provisions which are provided under all applicable Fed-
eral, State and local statutes including, but not limited to, (i) thepreservation of rights, privileges, and benefits (including con tinu-
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ation of pension rights and benefits) under existing collective-bar-
gaining agreements; (ii) the continuation of collective-bargaining
rights; (iii) the assignment of affected employees to other jobs or to
retraining programs; (iv) the protection of individual employees
against a worsening of their positions with respect to their employ-
ment; (v) the protection of health benefits and other fringe benefits;
and (vi) the provision of severance pay, as may be necessary."

(c) Section 221(c) of such Act is amended to read as follows:
"(cXl) The Secretary may on his own motion or as required under

paragraphs (2) and (3) review a determination, made by a State
agency under this section, that an individual is or is not under a
disability (as defined in section 216(i) or 223(d)) and, as a result of
such review, may modify such agency's deterrnizution and deter-
mine that such individual either is or is not under a disability (as
so defined) or that such individual's disability began on a day earli-
er or later than that determined by such agency, or that such dis-
ability ceased on a day earlier or later than that determined by
such agency. A review by the Secretary on his own motion of a State
agency determination under this paragraph may be made before or
after any action is taken to implement such determination.

"(2) The Secretary (in accordance with paragraph (3)) shall review
determinations, made by State agencies pursuant to this section,
that individuals are under disabilities (as defined in section 216(i)
or 223(d)). Any review by the Secretary of a State agency determina-
tion under this paragraph shall be made before any action is taken
to implement such determination.

"(3) In carrying out the provisions of paragraph (2) with respect to
the review of determinations, made by State agencies pursuant to
this section, that individuals are under disabilities (as defined in
section 216(i) or 223(d)), the Secretary shall review—

"(A) at least 15 percent of all such determinations made by
State agencies in the fiscal year 1981,

"(B) at least 35 percent of all such determinations made by
State agencies in the fiscal year 1982, and

"(C) at least 65 percent of all such determinations made by
State agencies in any fiscal year after the fiscal year 1982."

(d) Section 221(d) of such Act is amended by striking out "(a)"
and inserting in lieu thereof "(a), (b)"

(e) The first sentence of section 221(e) of such Act is amended—
(1) by striking out "which has an agreement with the Secre-

tary" and inserting in lieu thereof "which is making disability
determinations under subsection (a)(1)'

(2) by striking out "as may be mutually agreed upon" and in-
serting in lieu thereof "as determined by the Secretary' and

(3) by striking out "carrying out the agreement under this sec-
tion" and inserting in lieu thereof "making disability determi-
nations under subsection (a)(1)"

(1) Section 221(g) of such Act is amended—
(1) by striking out "has no agreement under subsection (b)"

and inserting in lieu thereof "does not undertake to perform
disability determinations under subsection (a)(1), or which has
been found by the Secretary to have substantially failed to
make disability determinations in a manner consistent with his
regulations and guidelines' and
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(2) by striking out "not included in an agreement under sub-
section (b)" and inserting in lieu thereof "for whom no State
undertakes to make disability determinations ".

(g) The Secretary of Health and Human Services shall implement
a program of reviewing, on his own motion, decisions rendered by
administrative law judges as a result of hearings under section
221(d) of the Social Security Act, and shall report to the Congress by
January 1, 1982, on his progress.

(h) The amendments made by subsections (a), (b), (d), (e), and (f)
shall be effective beginning with the twelfth month following the
month in which this Act is enacted. Any State that, on the effective
date of the amendments made by this section, has in effect ai agree-
ment with the Secretary of Health and Human Services under sec-
tion 221(a) of the Social Security Act (as in effect prior to such
amendments) will be deemed to have given to the Secretary the
notice specified in section 221(a)(1) of such Act as amended by this
section, in lieu of continuing such agreement in effect-after the effec-
tive date of such amendments. Thereafter, a State may notify the
Secretary in writing that it no longer wishes to make disability de-
terminations, effective not less than 180 days after the notification
is given.

(i) The Secretary of Health and Human Services shall submit to
the Congress by July 1, 1980, a detailed plan on how he expects to
assume the functions and operations of a State disability determina-
tion unit when this becomes necessary under the amendments made
by this section, and how he intends to meet the requirements of sec-
tion 221(b)(3) of the Social Security Act. Such plan should assume
the uninterrupted operation of the disability determination function
and the utilization of the best qualified personnel to carry out such
function. If any amendment of Federal law or regulation is required
to carry out such plan, recommendations for such amendment
should be included in the report.

INFORMATION TO ACCOMPANY SECRETARY S DECISIONS

SEC. 305. (a) Section 205(b) of the Social Security Act is amended
by inserting after the first sentence the following new sentence:
"Any such decision by the Secretary which involves a determination
of disability and which is in whole or in part unfavorable 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 reasons upon which it
is based."

(b) Section 16'31(c)(1) of such Act is amended by inserting after the
first sentence thereof the following new sentence: "Any such decision
by the Secretary which involves a determination of disability and
which ,s in whole or in part unfavorable 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 deter-
mination and the reason or reasons upon which it is based. ".

(c) The amendments made by this section shall apply with respect
to decisions made on or after the first day of the 13th month follow-
ing the month in which this Act is enacted.
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LIMITATION ON PROSPECTIVE EFFECT OF APPLICATION

SEC. 306'. (a) Section 202(j)(2) of the Social Security Act is amend-
ed to read as follows:

"(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 thereon
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). ".

(b) Section 216(iX2XG) of such Act is amended—
(1) by inserting "(and shall be deemed to have been filed on

such first day)" immediately after "shall be deemed a valid ap-
plication"in the first sentence,

(2) by striking out the period at the end of the first sentence
and inserting in lieu thereof "and no request under section
205(b) for notice and opportunity for a hearing thereon 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).': and

(3) by striking out the second sentence.
(c) Section 223(b) of such Act is amended—

(1) by inserting "(and shall be deemed to have been filed in
such first month)" immediately after "shall be deemed a valid
application" in the first sentence,

(2) by striking out the period at the end of the first sentence
and inserting in lieu thereof "and no request under section
205(b) for notice and opportunity for a hearing thereon 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).': and

(3) by striking out the second sentence.
(d) The amendments made by this section shall apply to applica-

tions filed after the month in which this Act is enacted.

LIMITATION ON COURT REMANDS

SEC. 307. The sixth sentence of section 205(g) of the Social Secu-
rity Act is amended by striking out all that precedes "and the Secre-
tary shall" and inserting in lieu thereof the following: "The court
may, on motion of the Secretary mdde for good cause shown before
he files his answer, remand the case to the Secretary for further
action by the Secretary, and it may at any time order additional evi-
dence to be taken before the Secretary, but only upon a showing that
there is new evidence which is material and that there is good cause
for the fatlure to incorporate such evidence into the record in a prior
proceeding; ".
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TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

SEC. 308. The Secretary of Health and Human Services shall
submit to the Congress, no later than July 1, 1980, a report recom-
mending the establishment of appropriate time limitations govern-
ing decision. on claims for benefits under title II of the Social Secu-
rity Act. Such report shall specifically recommend—

(1) the maximum period of time (after application for a pay-
ment under such title is filed) within which the initial decision
of the Secretary as to the rights of the applicant should be
made;

(2) the maximum period of time (after application for recon-
sideration of any decision described in paragrzph (1) i.s filed)
within which a decision of the Secretary on such reconsider-
ation should b rf4de;

3,) the maximum period of time (after a request for a hearing
with respect to any decision described in paragraph (1) is filed)
within which a decision of the Secretary upon such hearing
(whether affirming, modifying, or reversing' such decision)
should be made; and

(4) the maximum period of time (after a request for review by
the Appeals Council with respect to any decision described in
paragraph (1) is made) within which the decision of the Secre-
tary upon such review (whether affirming, modifying, or revers-
ing such decision) should be made.

In determining the time limitations to be recommended, the Secre-
tary shall take into account both the need for expeditious processing
of claims for benefits and the need to assure that all such claims
will be thoroughly considered and accurately determined.

PA YMENT FOR EXISTING MEDICAL EVIDENCE

SEC. 309. (a) Section 223(d)(5) of the Social Security Act is amend-
ed by adding at the end thereof the following new sentence: "Any
non-Federal hospital, clinic, laboratory, or other provider of medical
services, or physician not in the employ of the Federal Government,
which supplies medical evidence required and requested by the Sec-
retary under this paragraph shall be entitled to payment from the
Secretary for the reasonable cost of providing such evidence. "

(b) The amendment made by subsection (a) shall apply with re-
spect to evidence requested on or after the first day of the sixth
month which begins after the date of the enactment of this Act.

PA YMENT OF CERTAIN TRA VEL EXPENSES

SEC. 310. (a) Section 201 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(j) There are authorized to be made available for expenditure,
out of the Federal Old-Age and Survivors Insurance Trust Fund, or
the Federal Disability Insurance Trust Fund (as determined appro-
priate by the Secretary), such amounts as are required to pay travel
expenses, either on an actual cost or commuted basis, to individuals
for travel incident to medical examinations requested by the Secre-
tary in connection with disability determinations under this title,
and to parties, their representatives, and all reasonably necessary
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witnesses for travel within the United States (as defined in section
210(i)) to attend reconsideration interviews and proceedings before
administrative law judges with respect to any determination under
this title. The amount available under the preceding 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 tirst
clas8 accommodations is required (as determined under regulations
of the Secretary) because of such person s health condition or the
unavailability 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 expeditious means of transportation appropriate to
such person 's health condition, as specified in such regulations. "

(b) Section 1631 of such Act is amended by adding at the end
thereof the following new subsection:

"Payment of Certain Travel Expenses

'?h) The Secretary shall pay travel expenses, either on an actual
cost or commuted basis, to individuals for travel incident to medical
examinations requested by the Secretary in connection with disabil-
ity determinations under this title, and to parties, their representa-
tives, and all reasonably necessary witnesses for travel within the
United States (as defined in section 1614(e)) to attend reconsider-
ation interviews and proceedings before administrative law judges
with respect to any determination under this title. The amount
available under the preceding 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 accommodations is re-
quired (as determined under regulations of the Secretary) because of
such person s health condition or the unavailability 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 expeditious means of
transportation appropriate to such person's health condition, as
specified in such regulations. "

(c) Section 1817 of such Act is amended by adding at the end
thereof the following new subsection:

"(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 210(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 preceding 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 accommoda-
tions is required (as determined under regulations of the Secretary)
because of such person's health condition or the unavailability of
alternative accommodations; and the amount available for payment
for other travel by any person shall not exceed the cost of travel (be-
tween the points involved) by the most economical and expeditious
means of transportation appropriate to such person's health condi-
tion, as specified in such regulations. "
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PERIODIC REVIEW OF DISABILITY DETERMINATIONS

SEC. 311. (a) Section 221 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(i) In any case where an individual is or has been determined to
be under a disability, the case shall be reviewed by the applicable
State agency or the Secretary (as may be appropriate), for purposes
of continuing eligibility, at least once every 3 years; except that
where a finding has been made that such disability is permanent,
such reviews shall be made at such times as the Secretary deter-
mines to be appropriate. Reviews of cases under the preceding sen-
tence shall be in addition to, and shall not be considered as a sub-
stitute for, any other reviews which are required or provided for
under or in the administration of thts title. "

(b) The amendment made by subsection (a) shall become effective
on January 1, 1982.

REPORT BY SECRETARY

SEC. 312. The Secret çry of Health and Human Services shall
submit to the Congress not later than January 1, 1985, a full and
complete report as to the effects produced by reason of the preceding
provisions of this Act and the amendments made thereby.

TITLE I V—PRO VISIONS RELA TING TO AFDC AND CHILD
SUPPORT PROGRAMS

WORK REQUIREMENT UNDER THE AFDC PROGRAM

SEC. 401. (a) Section 402(aX19XA) of the Social Security Act is
amended—

(1) by striking out all that follows "(4)" and precedes clause
(i), and inserting in lieu thereof the following: "that every indi-
vidual, as a condition of eligibility for aid under this part,
shall regtster for manpower services, training, employment, and
other employment-related activities (including employment
search, not to exceed eight weeks in total in each year) with the
Secretary of Labor as provided by regulations issued by him,
unless such individual is—";

(2) by striking out "or" at the end of clause (v);
(3) by striking out "under section 433(g)" in clause (vi);
(4) by adding "or" after the semicolon at the end of clause

(vi); and
(5) by inserting after clause (vi) the following new clause:

"(vii) a,erson who is working not less than ?0 hours
per week;

(b) Section 402(aXZ9XB) of such Act is amended by insertin "to
families with dependent children" immediately after "that aid

(c) Section 402(aXl9)(D) of such Act is amended by striking out '
and income derived from a special work project under the program
establtshed by section 432(b)(3)"

(d) Section 402(a)(19)(F) of such Act is amended—
(1).by striking out, "and for so long as any child, relative, or

rndwidual (certified to the Secretary of Labor pursuant to sub-
paragraph (G))" in the matter preceding clause (i), and inserting
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in lieu thereof "(and for such period as is prescribed under joint
regulations of the Secretary and the Secretary of Labor) any
child, relative or individual': and

(2) by inserting "and" after the semicolon at the end of clause
(iv), and striking out all that follows.

(e) Section 402(aX1W(G) of such Act is amended—
(1) by inserting "(which will, to th maximum extent feasible,

be located in the same facility as that utilized for the adminis-
tration of programs established pursuant to section 432(b) (1),
(2), or (3))' immediately after "administrative unit" in clause

(2) by striking out "subparagraph (A),"in clause (jii,), and in-
serting in lieu thereof "subparagraph (A) of this paragraph (I)";

(3) by striking out "part C" where it first appears in clause
(ii) and inserting in lieu thereof "section 432(b) (1), (2), or (3)";
and

(4) by striking out "employment or training under part "in
clause (ii) and inserting in lieu thereof "employment or training
under section 432(b) (1), (2), or (3), (II) such social and support-
ive services, as are necessary to enable such individuals as deter-
mined appropriate by the Secretary of Labor actively to engage
in other employment-related (including but not limited to em-
ployment search) activities, as well as timely payment for neces-
sary employment search expenses, and (III) for a period deemed
appropriate by the Secretary of Labor after such an individual
accepts employment, such social and supportive services as are
reasonable and necessary to enable him to retain such employ-
ment,":

(f) Section 402(a)(1.9) of such Act is further amended—
(1) by striking out "and" at the end of subparagraph (F);
(2) by adding "and" after the semicolon at the end of subpar-

agraph (G); and
(3) by adding after subparagraph (G) the following new sub-

paragraph:
'(H) that an individual participating in employment

search activities shall not be referred to employment oppor-
tunities which do not meet the criteria for appropriate work
and training to which an individual may otherwise be as-
signed under section 432(b) (1), (2), or (3);

(g) Section 403(c) of such Act is amended by striking out "part C"
and inserting in lieu thereof "section 432(b) (1), (2), or (3)":

(h) Section 403(d)(1) of such Act is amended by adding at the end
thereof the following new sentence: "In determining the amount of
the expenditures made under a State plan for any quarter with re-
spect to social and supportive services pursuant to section
402(aXl.9XG), there shall be included the fair and reasonable value
of goods and services furnished in kind from the State or any politi-
cal subdivision thereof ".

(i) The amendments made by this section (other than those made
by subsections (c) and (d)) shall take effect on September 30, 1.980,
and the joint regulations referred to in section 402(a)(1.9XF) of the
Social Security Act (as amended by this sectioit) shall be promulgat-
ed on or before such date.. and take effect on such,date.
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USE OF INTERNAL REVENUE SERVICE TO COLLECT CHILD SUPPORT FOR
NON-AFDC FAMILIES

SEC. 402. (a) The first sentence of section 452(b) of the Social Sëcu-
rity Act is amended by inserting "(or undertaken to be collected by
such State pursuant to section 454(6))" immediately after "assigned
to such State"

(b) The amendment made by subsection (a) shall take effect July
1, 1980.

SAFEGUARDS RESTRICTING DISCLOSURE OF CERTAIN INFORMATION
UNDER AFDC AND SOCIAL SERVICE PROGRAMS

SEC. 403. (a) Section 402(a)(9) of the Social Security Act is amend-
ed—

(1) by striking out "and" at the end of clause (B); and
(2) by striking out ' and the safeguards" and all that follows

and inserting in lieu thereof the following: ", andYD) any audit
or similar activity condicted in connection with the adminis-
tration of any such plan or program by any governmental entity
which is authorized by law to conduct such audit or actwity;
and the safeguards so provided shall prohibit disclosure, to any
committee or legislative, body (other than an entity referred to
in clause (D) with respect to an activity referred to in such
clause), of any information which identifies by name or address
any such applicant or recipient;"

(b) Section 2003(dXl)(B)of such Act is amended—
(1) by striking out "provides that" and inserting in lieu there-

of "provides safeguards which restrict '
(2) by striking out "will be restricted':
(3) by insertirg "(A)." after "connected with ' and
(4) by inserting befo4 the semicolon at the end thereof the fol-

lowing: ", and (B) any audit or similar activity conducted in
connection with the administration of any such plan or pro-
gram by any governmental entity which is authorized by law to
conduct such audit or activity; and the safeguards so provided
shall prohibit disclosure, to any committee or legislative body
(other than an entity referred to in clause (B) with respect to an
activity referred to in such clause), of any information which
identifies by name or address any such applicant or receipient;'

(c) The amendments made by this section shall take effect øn Sep-
tember 1, 1980.

FEDERAL MATCHING FOR CHILD SUPPORT DUTI$S PERFORMED BY
CERTAIN COURT PERSONNEL

SEC. 404. (a) Section 455 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(cXl) Subject to paragraph (2), there shall be included, in deter-
mining amounts expended by a State during any quarter for the op-
eratwn of the plan approved under section 454, so much of the ex-
pendtures of courts' of such State and its political subdivisions (ex-
cludrng expenditures for or in connection with judges and other in-
dwiduals making judicial determinations, but not excluding ex-
penditures for or in connection with their administrative and sup-
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port personnel) as are attributable to the performance of services
which are directly related to, and clearly identifiable with, the oper-
ation of such plan.

"(2) The aggregate amount of the expenditures which are included
pursuant to paragraph (1) for the quarters in any calendar year
shall be reduced (but not below zero) by the total amount of expendi-
tures described in paragraph (1) which were made by the State for
the 12-month period beginning January 1, 1978.

"(3) The State agency may, if the law (or procedures established
thereunder) of the State so provides, pay so much of the amount it
receives under subsection (a) for any quarter as is payable by reason
of the provisions of this subsection directly to the courts of the State
(or political subdivisions thereof) furnishing the services on account
of which the payment is payable.'.

(b) The amendment made by subsection (a) shall apply with re-
spect to expenditures made by States on an after July 1, 1980.

CHILD SUPPORT MANAGEMENT INFORMATION SYSTEM

SEC. 405. (a) Section 455(a) of the Social Security Act is amend-
ed—

(1) by striking out "and" at the end of paragraph (1);
(2) by striking out the period at the end of paragraph (2) and

inserting in lieu thereof and"; and
(8) by adding after and below paragraph (2) the following new

paragraph:
"(8) equal to 90 percent (rather than the percent specified in

clause (1) or (2)) of so much of the sums expended during such
quarter as are attributable to the planning, design, develop-
ment, installation or enhancement of an automatic data proc-
essing and information retrieval system which the Secretary
finds meets the requirements specified in section 454(16);"

(b) Section 454 of such Act is amended—
(1) by striking out "and" at the end of paragraph (14),
(2) by striking out the period at the end of paragraph (15) and

inserting in lieu thereof "; and' and
(8) by adding after paragraph (15) the following new para-

graph:
'(16) provide, at the option of the State, for the establishment,

in accordance with an (initial and annually updated) advance
automatic data processing planning document approved under
section 4 52(d), of an automatic data processing and information
retrieval system designed effectively and efficiently to assist
management in the administration of the State plan, in the
State and localities thereof so as (A) to control, account for,
and monitor (i) all the factors in the child support enforcement
collection and paternity determination process under such plan
(including, but not limited to, (I) identifiable correlation factors
(such as social security numbers, names, dates of birth, home
addresses and mailing addresses (including postal ZIP codes) of
any individual with respect to whom child support obligations
are sought to be established or enforced and with respect to any
person to whom such support obligations are owing) to assure
sufficient compatibility among the systems of different jurisdic-
tions to permit periodic screening to determine whether such in-
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dividual is paying or is obligated to pay child support in more
than one jurisdiction, (II) checking of records of such individ-
uals on a periodic basis with Federal, intra- and inter-State,
and local agencies, (III) maintaining the data necessary to meet
the Federal reporting requirements on a timely basis, and (IV)
delinquency and enforcement activities), (ii) the collection and
distribution of support payments (both intra- and inter-State),
the determination, collection and distribution, of incentive pay-
ments both inter- and intra-State, and the maintenance o ac•
counts receivable on all amounts owed, collected and distribut-
ed, and (iii) the costs of all services rendered, either directly or
by interfacing with State financial management and eipendi-
ture information, (B) to provide interface with records of the
State's aid to families with dependent children program in
order to determine if a collection of a support payment causes a
change affecting eligibility for or the amount of aid under such
program, (C) to provide for security against unauthorized access
to, or use of the data in such system, and (D) to provide man-
agement information on all cases under the State plan from ini
tial referral or application through collection and en force-
ment. ".

(c) Section 452 of such Act is amended by adding at the end there-
of the following new subsection:

"(d)(1) The Secretary shall not approve the initial and annually
updated advance automatic data processing planning document, re-
ferred to in section 454(16), unless he finds that such document,
when implemented, will generally carry out the objectives of the
management system referred to in such subsection, and such docu-
ment—

"(A) provides for the conduct of and reflects the results of
requirements analysis studies, which include consideration of
the program mission, functions, organization, services, con-
straints, and current support, of in, or relating to, such system,

"(B) contains a description of the proposed management
system referred to in section 455(a)(V, including a description of
information flows, input data, and output reports and uses,

"(C) sets forth the security and interface requirements to be
employed in such management system,

'(D) describes the projected resource requirements for staff
and other needs, and the resources available or expected to be
available to meet such requirements,

"(E) contains an implementation plan and backup procedures
to handle possible failures,

"(F) contains a summary of proposed improvement of such
management system in terms of qualitative and quantitative
benefits, and

"(G) provides such other information as the Secretary deter-
mines under regulation is necessary.

"(2)(A) The Secretary shall through the separate organizational
unit established pursuant to subsection (a), on a continuing basis,
review, assess, and inspect the planning design, and operation of
management information systems referred to in section 455('aXV,
with a view to determining whether, and to what extent, such sys-
tems meet and continue to meet requirements imposed under para-
graph (1) and the conditions specified under section 454(16).
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"(B) If the Secretary finds with respect to any statewide manage-
ment information system referred to in section 455(a)(3) that there is
a failure substantially to comply with criteria, requirements, and
other undertakings, prescribed by the advance automatic data pmc-
essing planning document theretofore approved by the Secretary
with respect to such system, then the Secretary shall suspend his ap-
proval of such document until there is no longer any such failure of
such sy8tem to comply with such criteria, requirements, and other
undertakings so prescribed. "

(d) Section 452 of the Social Security Act is further amended by
adding after subsection (d) (as added by subsection (c) of this sec-
tion) the following new subsection:

"(e) The Secretary shall provide such technical assistance to
States as he determines necessary to assist States to plan, design, de-
velop, or install and provide for the security of the management in-
formation systems referred to in section 455(aX3). ".

(e) The amendments made by this section shall take effect on July
1, 1981, and shall be effective only with respect to expenditures, re-
ferred to in section 455(a)('3) of the Social Security Act (as amended
by this Act), made on or after such date.

AFDC MANAGEMENT INFORMATION SYSTEM

SEC. 406. (a) Section 403(a)(3) of the Social Security Act is amend-
ed—

(1) by striking out "and" at the end of subparagraph (A);
(2) by redesignating subparagraph (B) as subparagraph (C);

and
(3) by inserting after subparagraph (A) the following new sub-

paragraph:
'(B) 90 per centum of so much of the sums expended

during such quarter as are attributable to the planning,
design, development, or installation of such statewide
mechanized claims processing and information retrieval
systems as (i) meet the conditions of section 402(a)(30), and
(ii) the Secretary determines are likely to provide more effi-
cient, economical, and effective administration of the plan
and to be compatible with the claims processing and in for-
mation retrieval systems utilized in the administration of
State plans approved under title XIX, and State programs
with respect to which there is Federal financial participa-
tion under title XX, and"

(b)(1) Section 402(a) of such Act is amended—
(A) by striking out "and" at the end of paragraph (28);
(B) by striking out the period at the end of paragraph (29)

and inserting in lieu thereof "; and"; and
(C) by adding after paragraph (29) the following new para-

graph:
'(30) at the option of the State, provide for the establishment

and operation, in accordance with an (initial and annually up-
dated) advance automatic data processing planning document
approved under subsection (d), of an automated statewide man-
agement information system designed effectively and efficiently,
to assist management in the administration of the State plan
for aid to families with dependent children approved under this
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part, so as (A) to control and account for (i) all the factors in
the total eligibility determination process under such plan for
aid (including but not limited to (I) identifiable correlation !ac-
tors (such as social security numbers, names, dates of birth,
home addresses, and mailing addresses (including postal ZIP
codes), of all applicants and recipients of such aid and the rela-
tive with whom any child who is such an applicant or recipient
(H litiing) to uNsure Kufficient compatibility among the systems of
d/rent juriHdiclionH to permit periodic screening to determine
whether an individual is or has been receiving benefits from
more than one jurisdiction, (II) checking records of applicants
and recipients of such aid on a periodic basis with other agen-
cies, both intra- and inter-State, for determination and verifica-
tion of eligibility and payment pursuant to requirements im-
posed by other provisions of this Act), (ii) the costs, quality, and
delivery of funds and services furnished to applicants for and
recipients of such aid, (B) to notify the appropriate officials of
child support, food stamp, social service, and medical assistance
programs approved under title XIX whenever the case becomes
ineligible or the amount of aid or services is changed, and (C) to
provide for security against unauthorized access to, or use of
the data in such system. ".

(2) Section 402 of such Act is further amended by adding at the
end thereof the following new subsection:

"(d)(1) The Secretary shall not approve the initial and annually
updated advance automatic data processing planning document, re-
ferred to in subsection (a)(3O), unless he finds that such document,
when implemented, will generally carry out the objectives of the
statewide management system referred to in such subsection, and
such document—

"(A) provides for the conduct of and reflects the results of
requirements analysis studies, which include consideration of
the program mission, functions, organization, services, con-
straints, and current support, of in, or relating to, such system,

"(B) contains a description of the proposed statewide manage-
ment system, including a description of information flows,
input data, and output reports and uses,

"(C) sets forth the security and interface requirements to be
employed in such statewide management system,

'(D) describes the projected resource requirements for staff
and other needs, and the resources available or expected to be
available to meet such requirements,

"(E) includes cost-benefit analyses of each alternative man-
agement system, data processing services and equipment, and a
cost allocation plan containing the basis for rates, both direct
and indirect, to be in effect under such statewide management
system,

"(F) contains an implementation plan with charts of develop-
ment events, testing descriptions, proposed acceptance criteria,
and backup and fallback procedures to handle possible failure
of contingencies, and

"(G) contains a summary of proposed improvement of such
statewide management system in terms of qualitative and quan-
tita tit'e benefits.



29

"(9)(A) The Secretary shall, on a continuing basis, review, assess,
and inspect the planning, design, and operation of statewide man-
agement information systems referred to in section 403(a)(3)(B), with
a view to determining whether, and to what extent, such systems
meet and continue to meet requirements imposed under such section
and the conditions specified under subsection (a)(30) of this section.

"(B) If the Secretary finds with respect to any statewide manage-
ment information system referred to in section 403(a)(3)(B) that there
is a failure substantially to comply with criteria, requirements, and
other undertakings, prescribed by the advance automatic data proc-
essing planning document theretofore approved by the Secretary
with respect to such system, then the Secretary shall suspend hs ap-
proval of such document until there is no longer any such failure of
such system to comply with such criteria, requirements, and other
undertakings so prescribed. ".

(c) Part A of title IV of such Act is amended by adding at the end
thereof the following new section:

"TECHNICAL ASSISTANCE FOR DEVELOPING MANAGEMENT
INFORMATION SYSTEMS

"SEC. 413. The Secretary shall provide such technical assistance
to States as he determines necessary to assist States to plan, design,
develop, or install and provide for the security of the management
information systems referred to in section 403(a)(3)(B) of this Act. ".

(d) The amendments made by this section shall be effective with
respect to expenditures made during calendar quarters beginning on
or after July 1, L981.

CHILD SUPPORT REPORTING AND MATCHING PROCEDURES

SEC. 407. (a) Section 455(b)(2) of the Social Security Act is amend-
ed by striking out "The Secretary" and inserting in lieu thereof
"Subject to subsection (d), the Secretary"

(b) Section 455 of such Act is further amended by adding after
subsection (c) (as added by section 404 of this Act) the following new
subsection:

"(d) Notwithstanding any other provision of law, no amount shall
be paid to any State under this section for any quarter, prior to the
close of such quarter, unless for the period consisting of all prior
quarters for which payment is authorized to be made to such State
under subsection (a), there shall have been submitted by the State to
the Secretary, with respect to each quarter in such period (other
than the last two quarters in such period), a full and complete
report (in such form and manner and containing such information
as the Secretary shall prescribe or require) as to the amount of child
support collected and disbursed and all expenditures with respect to
which payment is authorized under subsection (a). ".

(c) Section 403(b)(2) of such Act is amended—
(1) by striking out "and" at the end of clause (A); and
() by adding immediately before the semicolon at the end of

clause (B) the following: ", and (C) reduced by such amount as
is necessary to provide the 'appropriate reimbursement of the
Federal Government' that the State is required to make under
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section 457 out of that portion of child support collections re-
tained by it pursuant to such section ".

(d) The amendments made by this section shall be effective in the
case of calendar quarters commencing on or after January 1, 1981.

ACCESS TO WAGE INFORMATION FOR PURPOSES OF CARRYING OUT

STATE PLANS FOR CHILD SUPPORT

SEC. 408. (a)(1) Subsection (1) of section 6103 of the Internal Reve-
nue Code of 1954 (relating to disclosure of returns and return infor-

mation for purposes other than tax administration) is amended by
adding at the end thereof the following new paragraph:

"(7) DISCLOSURE OF CERTAIN RETURN INFORMATION BY SOCIAL

SECURITY ADMINISTRATION TO STATE AND LOCAL CHILD SUPPORT

ENFORCEMENT AGENCIES. —
"(A) IN GENERAL.—UpOn written request, the Commis-

sioner of Social Security shall disclose directly to officers
and employees of a State or local child support enforcement
agency return information from returns with respect to net
earnings from selfemployment (as defined in section 1402),
wages (as defined in section 3121(a) or 34 01(a)), and pay-
ments of retirement income which have been disclosed to
the Social Security Administration as provided by para-
graph (1) or (5) of this subsection.

'(B) RESTRICTION ON DISCLOSURE.—The Commissioner of
Social Security shall disclose return information under sub-
paragraph (A) only for purposes of and to the extent neces-
sary in, establishing and collecting child support obliga-
tions from, and locating, individuals owing such obliga-
tions. For purposes of the preceding sentence, the term
'child support obligations' only includes obligations which
are being enforced pursuant to a plan described in section
454 of the Social Security Act which has been approved by
the Secretary of Health and Human Services under part D
of title IVof such Act.

"(C) STATE OR LOCAL CHILD SUPPORT ENFORCEMENT

AGENCY.—FOr purposes of this paragraph, the term 'State or
local child support enforcement agency' means any agency
of a State or political subdivision thereof operating pursu-
ant to a plan described in subparagraph (B)."

(2)(A) Subparagraph (A) of section 6103(p)(3) of such Code (relat-
ing to records of inspection and disclosure) is amended by striking
out "(l)(1) or (4)(B) or (5)" and inserting in lieu thereof "(l)(1), (4)(B),
(5), or (7)".

(B) Paragraph (4) of section 6103(p) of such Code (relating to safe-
guards) is amended by striking out "(l)(3) or (6)" in so much of such
paragraph as precedes subparagraph (A) thereof and inserting in
lieu thereof "(l)(3), (6), or (7)".

(C) Clause (i) of section 6103(p)(4)(F) of such Code is amended by
striking out "(l)(6)" and inserting in lieu thereof "(l)(6) or (7)".

(D) The first sentence of paragraph (2) of section 7213(a) of such
Code is amended by striking out "subsection (d), (l)(6), or (m)(4)(B)"
and inserting in lieu thereof "subsection (d), (l)(6) or (7), or

(mX4)(B)".
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(3) The amendments made by this subsection shall take effect on
the date of the enactment of this Act.

(b)(1) Section 303 of the Social Security Act is amended by adding
at the end thereof the following new subsection:

"(d)(1) The State agency charged with the administration of the
State law—

"(A) shall disclose, upon request and on a reimbursable basis,
directly to officers or employees of any State or local child sup-
port enforcement agency any wage information contained in the
records of such State agency, and

"(B) shall establish such safeguards as are necessary (as de-
termined by the Secretary of Labor in regviations) to insure
that information disclosed under subparagraph (A) is used only
for purposes of establishing and collecting child suppOrt obliga-
tions from, and locating, individuals owing such obligations.

For purposes of the preceding sentence, the term 'child support obli-
gations only includes obligations which are being enforced pursu-
ant to a plan described in section 454 of this Act which has been
approved by the Secretary of Health and Human Services under
part D of title IV of this Act.

"(2) Whenever the Secretary of Labor, after reasonable notice and
opportunity for hearing to the State agency charged with the admin-
istration of the State law, finds that there is a failure to comply
substantially with the requirements of paragraph (1), the Secretary
of Labor shall notify such State agency that further payments will
not be made to the State until he is satisfied that there is no longer
any such failure. Until the Secretary of Labor is so satisfied, he
shall make no further certification to the Secretary of the Treasury
with respect to such State.

"(3) For purposes of this subsection, the term 'State or local child
support enforcement agency' means any agency of a State or politi-
cal subdivision thereof operating pursuant to a plan described in
the last sentence of paragraph (1).'.

(2) Paragraph (2) of section 304(a) of the Social Security Act is
amended by striking out "subsection (b) or (c)" and inserting in lieu
thereof "subsection (b), (c), or

(3) The amendments made by this subsection shall take effect on
July 1, 1980.

TITLE V—OTHER PROVISIONS RELATING TO THE SOCIAL
SECURITY ACT

RELATIONSHIP BETWEEN SOCIAL SECURITY AND SSI BENEFITS

SEC. 501. (a) Part A of title XI of the Social Security Act is
amended by inserting immediately after section 1126 the following
new section:

"ADJUSTMENT OF RETROACTIVE BENEFITS UNDER TITLE II ON
ACCOUNT OF SUPPLEMENTAL SECURITY INCOME BENEFITS

"SEC. 1127. Notwithstanding any other provision of this Act, in
any case where an individual—

"(1) makes application for benefits under title II and is subse-
quently determined to be entitled to those benefits, rind
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"(2) was an individual with respect to whom supplemental se-
curity income benefits were paid under title XVI (including
State supplementary payments which were made under an
agreement pursuant to section 1616(a) or an administration
agreement under section 212 of Public Law 93-66) for one or
more months during the period beginning with the first month
for which a benefit described in paragraph (1) is payable and
ending with the month before the first month in which such
benefit is paid pursuant to the application referred to in para-
graph (1),

the benefits (described in paragraph (1)) which are otherwise retro-
actively payable to such individual for months in th peric ae-
scribed in paragraph (2) shall be reduced by an aount equal to so
much of such supplernetal security income benefits (includizg State
supplementary payments) described in paragraph (2) for such month
or months as would not have been paid with respect to such individ-
ual or his eligible spouse if the individual had received the benefits
under title II at the times they were regularly due during such
period rather than retroactively; and from the amount of such re-
duction the Secretary shall reimburse the State on behalf of which
such supplementary payments were made for the amount (if any) by
which such State's expenditures on account of such supplenientary
payments for the period involved exceeded the expenditures which
the State would have made (for such period) if the individual had
received the benefits under title II at the times they were regularly
due during such period rather than retroactively. An amount equal
to the portion of such reduction remaining after reimbursement of
the State under the preceding sentence shall be covered into the gen-
eral fund of the Treasury. "

(b) Section 204 of such Act is amended by adding at the end there-
of the following new subsection:

"(e) For payments which are adjusted by reason of payment of
benefits under the supplemental security income program estab-
lished by title XVI, see section 1127;

(c) Section 1631(b) of such Act is amended—
(1) by inserting "(1)" immediately after "(b)", and
(2) by adding at the end thereof the following new paragraph:

"(2) For payments for which adjustments are made by reason of a
retroactive payment of benefits under title II, see section 1127. "

(d) The amendments made by this section shall be applicable in
the case of payments of monthly insurance benefits under title II of
the Social Security Act entitlement for which is determined on or
after the first day of the thirteenth month which begins after the
date of the enactment of this Act.

EXTENSION OF NATIONAL COMMISSION ON SOCIAL SECURITY

SEC. 502. (a) Section 361(a)(2)(F) of the Social Security A mend-
rnentsof 1977 is amended by striking out "a term of two years" and
inserting in lieu thereof "a term which shall end on April 1, 1981 "

(b) Section 361(c)(2) of the Social Security Amendments of 1977 is
amended by striking out all that follows the semicolon and insert-
ing in lieu thereof "and the Commission shall cease to exist on
April 1. 1981. "



33

TIME FOR MAKING OF SOCIAL SECURITY CONTRIBUTIONS WITH RESPECT
TO COVERED STATE AND LOCAL EW'LOYEES

SEC. 503. (a) Subparagraph (A) of section 218(e)(1) of the Social Se-
curity Act is amended to read as follows:

"(A) that the State will pay to the Secretary of the Treaswy,
within the thirty-day period immediately following the last day
of each calendar month, amounts equivalent to the sum of the
taxes which would be imposed by sections 3101 and 3111 of the
Internal Revenue Code of 1954 if the services for which wages
were paid in such month to employees covered by the agreement
constituted employment as defined in section 3121 of such Code;

(b) The amendment made by subsection (a) shall, be effective with
respect to the payment of taxes (referred to in section 218(e)(1)(A) of
the Social Security Act, as amended by subsection (a)) on account of
wages paid on or after July 1, 1980.

(c) The provisions of section 7 of Public Law 94—202 shall not be
applicable to any regulation which becomes effective on or after
July 1, 1980, and which is designed to carry out the purposes of sub-
section (a) of this section.

ELIGIBILITY OF ALIENS FOR SSI BENEFITS

SEC. 504. (a) Section 1614(f) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:

"(3) For purposes of determining eligibility for and the amount of
benefits for any individual who is an alien, such individuals
income and resources shall be deemed to include the income and re-
sources of his sponsor and such sponsor's spouse (if such alien has a
sponsor) as provided in section 1621. Any such income deemed to be
income of such individual shall be treated as unearned income of
such individual. ".

(b) Part A of title XVI of such Act is amended by adding at the
end thereof (after the new section added by section 201(c) of this Act)
the following new section:

"ATTRIBUTION OF SPONSOR'S INCOME AND RESOURCES TO ALIENS

"SEC. 1621. (a) For purposes of determining eligibility for and the
amount of benefits under this title for an individual who is an
alien, the income and resources of any person who (as a sponsor of
such individual's entry into the United States) executed an affidavit
of support or similar agreement with respect to such individual, and
the income and resources of the sponsor s spouse, shall be deemed to
be the income and resources of such individual (in accordance with
subsections (b) and (c)) for a period of three years after the individ-
ual's entry into the United States. Any such income deemed to be
income of such individual shall be treated as unearned income of
such individual.

"(b)(1) The amount of income of a sponsor (and his spouse) which
shall be deemed to be the unearned income of an alien for any year
shall be determined as follows:

"(A) The total yearly rate of earned and unearned income (as
determined under section 1b12(a)) of such sponsor and such
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sponsor's spouse (if such spouse is living with the sponsor) shall
be determined for such year.

"(B) The amount determined under subparagraph (A) shall be
reduced by an amount equal to (i) the maximum amount of the
Federal benefit under this title for such year which would be
payable to an eligible individual who has no other income and
who does not have an eligible spouse (as determined under sec-
tion 1611(b)(1)), plus (ii) one-half of the amount determined
under clause (i) multiplied by the number of individuals who
are dependents of such sponsor (or such sponsor's spouse if such
spouse is living with the sponsor), other than such alien and
such alien s spouse.

"(C) The amount of income which shall be deemed to be un-
earned income of such alien shall be at a yearly rate equal to
the amount determined under subparagraph (B). The period for
determination of such amount shall be the same as the period
for determination of benefits under section 1611(c).

"(2) The amount of resources of a sponsor (and his spouse) which
shall be deemed to be the resources of an alien for any year shall be
determined as follows:

"(A) The total amount of the resources (as determined under
section 1613) of such sponsor and such sponsor's spouse (if such
spouse is living with the sponsor) shall be determined.

"(B) The amount determined under subparagraph (A) shall be
reduced by an amount equal to (i) $1,500 in the case of a spon-
sor who has no spouse with whom he is living, or (ii) $2,250 in
the case of a sponsor who has a spouse with whom he is living.

"(C) The resources of such sponsor (and spouse) as determined
under subparagraphs (A) and (B) shall be deemed to be re-
sources of such alien in addition to any resources of such alien.

"(c) In determining the amount of income of an alien during the
period of three years after such alien s entry into the United States,
the reduction in dollar amounts otherwise required under section
1612(a)(2)(A)(i) shall not be applicable if such alien is living in the
household of a person who is a sponsor (or such sponsor's spouse) of
such alien, and is receiving support and maintenance in kind from
such sponsor (or spouse), nor shall support or maintenance fur-
nished in cash or kind to an alien by such alien's sponsor (to the
extent that it reflects income or resources which were taken into ac-
count in deterimining the amount of income and resources to be
deemed to the alien under subsection (a) or (b)) be considered to be
income of such alien under section 1612(a)(2)(A).

"(d)(1) Any individual who is an alien shall, during the period of
three years after entry into the United States, in order to be an eligi-
ble individual or eligible spouse for purposes of this title, be re-
quired to provide to the Secretary such information and documenta-
twn with respect to his sponsor as may be necessary in order for the
Secretary to make any determination required under this section,
and to obtain any cooperation from such sponsor necessary for any
such determination. Such alien shall also be required to provide to
the Secretary such information and documentation as the Secretary
may request and which such alien or his sponsor provided in sup-
port of such alien's immigration application.

"(2) The Secretaiy shall enter into agreements with the Secretary
of State and the Attorney General whereby any information availa-
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ble to such persons and required in order to make any determina-
tion under this section will be provided by such persons to the Secre-
tary, and whereby such persons shall inform any sponsor of an
alien, at the time such sponsor executes an affidavit of support or
similar agreement, of the requirements imposed by this section.

"(e) Any sponsor of an alien, and such alien, shall be jointly and
severably liable for an amount equal to any overpayment made to
such alien during the period of three years after such alien entry
into the United States, on account of such sponsor's failure to pro-
vide correct information under the provisions of this section, except
where such sponsor was without fault, or where good cause for such
failure existed. Any such overpayment which is not repaid to the
Secretary or recovered in accordance with section 1631(b) shall be
withheld from any subsequent payment to which such alien or such
sponsor is entitled under any provision of this Act.

'Yf)(1) The provisions of this section shall not apply with respect
to any individual who is an 'aged, blind, or disabled individual for
purposes of this title by reason of blindness (as determined under
section 1614(a)(2)) or disability (as determined under section
1614(aX3)), from and after the onset of the impairment, if such
blindness or disability commenced after the date of such individ-
ual's admission into the United States for permanent residence.

"(2) The provisions of this section shall not apply with respect to
any alien who is—

"(A) admitted to the United States as a result of the applica-
tion, prior to April 1, 1980, of the provisions of section 203(a)(7)
of the Immigration and Nationality Act;

"(B) admitted to the United States as a result of the applica-
tion, after March 31, 1980, of the provisions of section 207(c)(1)
of such Act;

"(C) paroled into the United States as a refugee under section
212(d)(5) of such Act; or

"(D) granted political asylum by the Attorney General. ".
(c) The amendments made by this section shall be effective with

respect to individuals applying for supplemental security income
benefits under title XVI of the Social Security Act for the first' time
after September 30, 1980.

AUTHORITY FOR DEMONSTRATION PROJECTS

SEC. 505. (a)(1) The Secretary of Health and Human Services shall
develop and carry out experiments and demonstration projects de-
signed to determine the relative advantages and disadvantages of
(A) various alternative methods of treating the work activity of dis-
abled beneficiaries under the old-age, survivors, and disability in-
surance program, including such methods as a reduction in benefits
based on earnings, designed to encourage the return to work of dis-
abled beneficiaries and (B) altering other limitations and conditions
applicable to such disabled beneficiaries (including, but not limited
to, lengthening the trial work period, altering the 24-month waiting
period for medicare benefits, altering the manner in which such pro-
gram is administered, earlier referral of beneficiaries for rehabilita-
tion, and greater use of employers and others to develop, perform,
and otherwise stimulate new forms of rehabilitation), to the end
that savings will accrue to the Trust Funds, or to otherwise promote
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the objectives or facilitate the administration of title II of the Social
Security Act.

(2) The experiments and demonstration projects developed under
paragraph (1) shall be of sufficient scope and shall be carried out on
a wide enough scale to permit a thorough evaluation of the alterna-
tive methods under consideration while giving assurance that the
results derived from the experiments and projects will obtain gener-
ally in the operation of the disability insurance program without
committing such program to the adoption of any particular system
either locally or nationally.

(3) In the case of any experiment or demonstration project under
paragraph (1), the Secretary may waive compliance with the henefit
requirements of titles II and XVIII of the Social Security Act inso-
far as is necessary for a thorough evaluation of the alternqtive
methods under consideration. No such experiment or project shall
be actually placed in operation unless at least ninety days prior
thereto a written report, prepared for purposes of notification and
information only and containing a full and complete description
thereof has been transmitted by the Secretary to the Committee on
Ways and Means of the House of Representatives and to the Com-
mittee on Finance of the Senate. Periodic reports on the progress of
such experiments and demonstration projects shall be submitted by
the Secretary to such committees. When appropriate, such reports
shall include detailed recommendations for changes in administra-
tion or law, or both, to carry out the objectives stated in paragraph
(1).

(4) The Secretary shall submit to the Congress no later than Janu-
ary 1, 1983, a report on the experiments and demonstration projects
with respect to work incentives carried out under this subsection to-
gether with any related data and materials which he may consider
appropriate.

(5) Section 201 of the Social Security Act is amended by adding at
the end thereof (after the new subsection added by section 310(a) of
this Act) the following new subsection:

"(k) Expenditures made for experiments and demonstration proj-
ects under section 505(a) of the Social Security Disability A mend-
ments of 1980 shall be made from the Federal Disability Insurance
Trust Fund and the Federal Old-Age and Survivors Insurance Trust
Fund, as determined appropriate by the Secretary. ".

(b) Section 1110 of the Social Security Act is amended—
(1) by inserting "(1)" after "SEC. 1110. (a)";,
(2) by striking out "for (1)" and "(2.)" and inserting in lieu

thereof "for (A) 'and "(B)': respectively;
(3) by redesignating subsections (b) and (c) as paragraphs (2)

and (3,), respectively;

(4) by striking out "under subsection (a)" each place it ap-
pears and inserting in lieu thereof "under paragraph (1)";

(5) by striking out "purposes of this section" and inserting in
lieu thereof "purposes of this subsection ' and

(6) by adding at the end thereof the following new subsection:
"(b)(1) The Secretary is authorized to waive any of the requ ire-

ments, conditions, or limitations of title XVI (or to waive them only
for specified purposes, or to impose additional requirements, condi-
(ions, or limitations) to such extent and for such period as he finds
necessary to carry out one or more experimental, pilot, or demonstra-
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tion projects which, in his judgment, are likely to assist in promot-
ing the objectives or facilitate the administration of such title. Any
costs for benefits under or administration of any such project (in-
cluding planning for the project and the review and evaluation of
the project and its results), in excess of those that would have been
incurred without regard to the project, shall be met by the Secretary
from amounts available to him for this purpose from appropriations
made to carry out such title. The costs of any such project which is
carried out in coordination with one or more related projects under
other titles of this Act shall be allocated among, the appropriations
available for such projects and any Trust Funds involved, in a
manner determined by the Secretary, taking into consideration the
programs (or types of benefit) to which the project (or part of a proj-
ect) is most closely related or which the project (or part of a project)
is intended to benefit. If in order to carry out a project under this
subsection, the Secretary requests a State to make supplementary
payments (or makes them himself pursuant to an agreement under
section 1616), or to provide medical assistance under its plan ap-
proved under title XIX, to individuals who are not eligible therefor,
or in amounts or under circumstances in which the State does not
make such payments or provide such medical assistance, the Secre-
tary shall reimburse such State for the non-Federal share of such
payments or assistance from amounts appropriated to carry out title
XVI.

"(2) With respect to the participation of recipients of supplemental
security income benefits in experimental, pilot, or demonstration
projects under this subsection—

"(A) the Secretary is not authorized to carry out any project
that would result in a substantial reduction in any individual's
total income and resources as a result of his or her participa-
tion in the project;

"(B) the Secretary may not require any individual to partici-
pate in a project; and he shall assure (i) that the voluntary par-
ticipation of individuals in any project is obtained through in-
formed written consent which satisfies the requirements for in-
formed consent established by the Secretary for use in any ex-
perimental, pilot, or demonstration project in which human
subjects are at risk, and (ii) that any individual s voluntary
agreement to participate in any project may be revoked by such
individual at any time;

"(C) the Secretary shall, to the extent feasible and appropri-
ate, include recipients who are under age 18 as well as adult
recipients; and

"(D) the Secretary shall include in the projects carried out
under this section such experimental, pilot, or demonstration
projects as may be necessary to ascertain the feasibility of treat-
in alcoholics and drug addicts to prevent the onset of irrevers-
ible medical conditions which may result in permanent disabil-
ity, including programs in residential care treatment centers. ".

(c) The Secretary shall submit to the Congress a final report with
respect to all experiments and demonstration projects carried out
under this section no later than five years after the date of the en
actrnent of this Act.
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ADDITIONAL FUNDS FOR DEMONSTRATION PROJECT RELATING TO THE
TERMINALLY ILL

SEC. 506. (a) The Secretary of Health and Human Services is au-
thorized to provide for the participation, by the Social Security Ad-
ministration, in .a demonstration project relating to the terminally
ill which is currently being condz4cted within the Department of
Health and Human Sen'ices. The purpose of such participation
shall be to study the impact on the terminally ill of prouisions of
the disability programs administered by the Social Security Admin-
istration and to determine how best to provide services needed by
persons who are. terminally ill through programs over which the
Social Security Administration has administrative respon.sibiiity.

(b) For the purpose of carrying out this section there are author-
ized to be appropriated such sums (not in excess of $2,000,000 for
any fiscal year) as may be necessary.

VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL HEALTH

INSURANCE POLICIES

SEC. 507. (a) Title XVIII of the Social Security Act is amended by
adding at the end thereof the following new section:

"VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL HEALTH
INSURANCE POLICIES

"SEC. 1882. (a) The Secretary shall establish a procedure whereby
medicare supplemental policies (as defined in su1section (g)(1)) may
be certified by the Secretary as meeting minimum staitdards and re-
quirements set forth in subsection (c). Such procedure shall provide
an opportunity for any insurer to submit any such policy, and such
additional data as the Secretary finds necessary, to the Secretary for
his examination and for his certification thereof as meeting the
standards and requirements set forth in subsection (c). Such certifi-
cation shall remain in effect 'if the insurer files a notarized state-
ment with the Secretary no later than June 30 of each year stating
that the policy continues to meet such standards and requirements
and if the insurer submits such additional data as the Secretary
finds necessary to independently verify the accuracy of such nota-
rized statement. Where the Secretary determines such a policy meets
(or continues to meet) such standards and requirements, he shall au-
thorize the insurer to have printed on such policy (but only in ac-
cordance with such requirements and conditions as the Secretary
may prescribe) an emblem which the Secretary shall cause to be de-
signed for use as an indication that a policy has received the Secre-
tary's certification. The Secretary shall provide each State commis-
sioner or superintendent of insurance with a list of all the policies
which have received his certification.

"(b)(1) Any medicare supplemental policy issued in any State
which the Supplemental Health Insurance Panel (established under
paragraph (2)) determines has established under State law a regula-
tory program that—

"(A) provides for the application of standards with respect to
such policies equal to or more stringent than the NAIC Model
Standards (as defined in subsection (g)(2)(A));
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"(B) includes a requirement equal to or more stringent than
the requirement described in subsection (c)(2); and

"(C) provides for application of the standards and require-
ments described in subparagraphs (A) and (B) to all medicare
supplemental policies (as defined in subsection (g)(1)) issued in
such State,

shall be deemed (for so long as the Panel finds that such State regu-
latory program continues to meet the standards and requirements of
this paragraph) to meet the standards and requirements set forth in
subsection (c).

"(2XA) There is hereby established a panel (hereinafter in this sec-
tion referred to as the 'Panel') to be known as the Supplemental
Health Insurance Panel. The Panel shall consist of the Secretary,
who shall serve as the Chairman, and four State commissioners or
superintendents of insurance, who shall be appointed by the Presi-
dent and serve at his pleasure. Such members shall first be appoint-
ed not later than December 31, 1980.

"(B) A majority of the members of the Panel shall constitute a
quorum, but a lesser number may conduct hearings.

"(C) The Secretary shall provide such technical, secretarial cleri-
cal and other assistance as the Panel may require.

"(D) There are authorized to be appropriated such sums as may be
necessary to carry out this paragraph.

"(E) Members of the Panel shall be allowed,, while away from
their homes or regular places of business in the performance of serv-
ices for the Panel, travel expenses (including per diem in lieu of sub-
sistence) in the same manner as persons employed intermittently in
the Government service are allowed expenses under section 5703 of
title 5, United States Code.

"(c) The Secretary shall certify under this section any medicare
supplemental policy, or continue certification of such a policy, only
if he finds that such policy—

"(1) meets or exceeds (either in a single policy or, in the case
of nonprofit hospital and medical service associations, in one or
more policies issued in conjuction with one another) the NAIC
Model Standards; and

"(2) can be expected (as estimated for the entire period for
which rates are computed to provide coverage, on the basis of
incurred claims experience and earned premiums for such
period and in accordance with accepted actuarial principles
and practices) to return to policyholders in the form of aggre-
gate benefits provided under the policy, at least 75 percent of
the aggregate amount of premiums collected in the case of group
policies and at least 60 percent of the aggregate amount of pre-
miums collected in the case of individual policies.

For purposes of paragraph (2), policies issued as a result of solicita-
tions of individuals through the mails or by mass media advertising
(including both print and broadcast advertising) shall be deemed to
be individual policies.

"(d)(1) Whoever knowingly or willfully makes or causes to be
made or induces or seeks to induce the making of any false state-
ment or representation of a material fact with respect to the compli-
ance of any policy with the standards and requirements set forth in
subsection (c) or in regulations promulgated pursuant to such sub-
section, or with respect to the use of the emblem designed by the Sec-
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retary under subsection (a), shall be guilty of a felony and upon con-
viction thereof shall be fined not more than $25,000 or imprisoned
for not more than 5 years, or both.

"(2) Whoever falsely assumes or pretends to be acting, or misrepre-
sents in any way that he is acting, under the authority of or in asso-
ciation with, the program of health insurance established by this
title, or any Federal agency, for the purpose of selling or attempting
to sell insurance, or in such pretended character demands, or ob-
tains money, paper, documents, or anything of value, shall be guilty
of a felony and upon conviction thereof shall be fined not more than
25,000 or imprisoned for not more than 5 years, or both.

"('3)(A) Whoever knowingly sells a health insurance policy to an
individual entitled to benefits under part A or enrolled under part
B of this title, with knowledge that such policy substantially dupli-
cates health benefits to which such individual is otherwise. entitled,
other than benefits to which he is entitled under a requirement of
State or Federal law (other than this title), shall be guilty of a
felony and upon conviction thereof shall be fined not more than
$25,000 or imprisoned for not more than 5 years, or both.

"(B) For purposes of this paragraph, benefits which are payable to
or on behalf of an individual without regard to other health benefit
coverage of such individual, shall not be considered as duplicative.

"(C) Subparagraph (A) shall not apply with respect to the selling
of a group policy or plan of one or more employers or labor organiza-
tions, or of the trustees of a fund established by one or more employ-
ers or labor organizations (or combination thereof), for employees or
former employees (or combination thereof) or for members or former
members (or combination thereof) of the labor organizations.

"(4)(A) Whoever knowingly, directly or through his agent, mails or
causes to be mailed any matter for a prohibited purpose (as deter-
mined under subparagraph (B)) shall be guilty of a felony and upon
conviction thereof shall be fined not more than $25,000 or impris-
oned for not more than 5 years, or both.

"(B) For purposes of subparagraph (A), a prohibited purpose
means the advertising, solicitation, or offer for sale of a medicare
supplemental policy, or the delivery of such a policy, in or into any
State in which such policy has not been approved by the State com-
missioner or superintendent of insurance. For purposes of this para-
graph, a medicare supplemental policy shall be deemed to be ap-
proved by the commissioner or superintendent of insurance of a
State if—

"(i) the policy has been certified by the Secretary pursuant to
subsection (c) or was issued in a State with an approved regula-
tory program (as defined in subsection (g)(2)(B));

"(ii) the policy has been approved by the commissioners or su-
perintendents of insurance in States in which more than 30 per-
cent of suchpolicies are sold; or

"(iii) the ,tate has in effect a law which the commissioner or
superintendent of insurance of the State has determined gives
him the authority to review, and to approve, or effectively bar
from sale in the State, such policy;

except that such a policy shall not be deemed to be approved by a
State corn missioner or superintendent of insurance if the State noti-
fies the Secretary that such policy has been submitted for approval
to the State and has been specifically disapproved by such State
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after providing appropriate notice and opportunity for hearing pur-
suant to the procedures (if any) of the State.

"(C) Subparagraph (A) shall not apply in the case of a person who
mails or causes to be mailed a medicare supplemental policy into a
State if such person has ascertained that the party insured under
such policy to whom (or on whose behalf) such policy is mailed is
located in such State on a temporary basis.

"(D) Subparagraph (A) shall not apply in the case of a person who
mails or causes to be mailed a duplicate copy of a medicare supple-
mental policy previously issued to the party to whom (or on whose
behalf) such duplicate copy is mailed, if such policy expires not
more than 12 months after the date on which the duplicate copy is
mailed.

"(e) The Secretary shall provide to all individuals entitled to
benefits under this title (and, to the extent feasible, to individuals
about to become so entitled) such information as will permit such
individuals to evaluate the value of medicare supplemental policies
to them and the relationship of an.y such policies to benefits pro-
vided under this title.

"(f)(1)(A) The Secretary shall, in consultation with Federal and
State regulatory agencies, the National Association of Insurance
Commissioners, private insurers, and organizations representing con-
sumers and the aged, conduct a comprehensive study and evaluation
of the comparative effectiveness of various State approaches to the
regulation of medicare supplemental policies in (i) limiting market-
ing and agent abuse, (ii) assuring the dissemination of such in for-
mation to individuals entitled to benefits under this title (and to
other consumers) as is necessary to permit informed choice, (iii) pro-
moting policies which provide reasonable economic benefits for such
individuals, (iv) reducing the purchase of unnecessary duplicative
coverage, (v) improving price competition, and (vi) establishing effec-
tive approved State regulatory programs described in subsection (b).

"(B) Such study shall also address the need for standards or certi-
fication of health insurance policies, other than medicare supple-
mental policies, sold to individuals eligible for benefits under this
title.

"(C) The Secretary shall, no later than January 1, 1982, submit a
report to the Congress on the results of such study and evaluation,
accompanied by such recommendations as the Secretary finds war-
ranted by such results with respect to the need for legislative or ad-
ministrative changes to accomplish the objectives set forth in sub-
paragraphs (A) and (B), including the need for a mandatory Federal
regulatory program to assure the marketing of appropriate types of
medicare supplemental policies, and such other means as he finds
may be appropriate to enhance effective State regulation of such
policies.

"(2) The Secretary shall submit to the Congress no later than July
1, 1982, and periodically as may be appropriate thereafter (but not
less often than once every 2 years), a report evaluating the effective-
ness of the certification procedure and the criminal penalties estab-
lished under this section, and shall include in such reports an anal-
vsis of—

"(A) the impact of such procedure and penalties on the types,
market share, value, and cost to individuals entitled to beneftis
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under this title of medicare supplemental policies which have
been certified by the Secretary;

"(B) the need for any change in the certification procedure to
improve its administration or effectiveness; and

'(C) whether the certification program and criminal penalties
should be continued.

"(g)(1) For purposes of this section, a medicare supplemental
policy is a health insurance policy or other health benefit plan of-
fered by a private entity to individuals who are entitled to have pay-
ment made under this title, which provides reimbursement for ex-
penses incurred for services and items for which payment may be
• made under this title but which are not reimbursable by reason of
the applicability of deductibles, coinsurance amounts, or other limi-
tations imposed pursuant to this title; but does not include any such
policy or plan of one or more employers or labor organizations, or of
the trustees of a fund established by one or more employers or labor
organizations (or combination thereof), for employees or former em-
ployees (or combination thereof) or for members or former members
(or combination thereof) of the labor organizations. For purposes of
this seétion, the term 'policy' includes a certificate issued under
such policy.

"(2) For purposes of this section:
"(A) The term 'NAIC Model Standards' means the 'NAIC

Model Regulation to Implement the Individual Accident and
Sickness Insurance Minimum Standards Act adopted by the
National Association of Insurance Commissioners on June 6,
1979, as it applies to medicare supplement policies.

"(B) The term 'State with an approved regulatory program'
means a State for which the Panel has made a determination
under subsection (b)(1).

"(C) The State in which a policy is issued means—
"(i) in the case of an individual policy, the State in

which the policyholder resides; and
"(ii) in the case of a group policy, the State in which the

holder of the master policy resides.
"(h) The Secretary shall prescribe such regulations as may be nec-

essary for the effective, efficient, and equitable administration of
the certification procedure established under this section. The Secre-
tary shall first issue final regulations to implement the certification
procedure established under subsection (a) not later than March 1,
1981.

"(iXi) No medicare supplemental policy shall be certified and no
such policy may be issued bearing the emblem authorized by the
Secretary under subsection (a) until July 1, 1982. On and after such
date policies certified by the Secretary may bear such emblem, in-
cluding policies which were issued prior to such date and were sub-
sequently certified, and insurers may notify holders of such certified
polices issued prior to such date using such emblem in the notifica-
tion.

"(2)(A) The Secretary shall not implement the certification pro-
gram established under subsection (a) with respect to policies issued
in a State unless the Panel makes a finding that such State cannot
be expected to have established, by July 1, 1982, an approved State
regulatory program meeting the standards and requirements of sub-
section (bXl). If the Panel makes such a finding, the Secretary shall
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implement such program under subspction (a) with respect to medi-
care supplemental policies issued in such State, until such time as
the Panel determines that such State has a program that meets the
standards and requirements of subsection (b)(1).

"(B) Any finding by the Panel under subparagraph (A) shall be
transmitted in writing, not later than January 1, 1982, to the Com-
mittee on Finance of the Senate and to the Committee on Interstate
and Foreign Commerce and the Committee on Ways and Means of
the House of Representatives and shall not become effective until 60
days after the date of its transmittal to the Committees of the Con-
gress under this subparagraph. In counting such days, days on
which either House is not in session because of an adjournment sine
die or an adjournment of more than three days to a day certain are
excluded in the computation.

"(j) Nothing in this section shall be construed so as to affect the
right of any State to regulate medicare supplemental policies which,
under the provisions of this section, are considered to be issued in
another State. "

(b) The amendment made by this section shall become effective on
the date of the enactment of this Act, except that the provisions of
paragraph (4) of section 1882(d) of the Social Security Act (as added
by this section) shall become effective on July 1, .L982.

And the Senate agree to the same.
That the House recede from its disagreement to the amendment

of the Senate to the title of the bill, and agree to the same.
AL ULLMAN,
JAMES CORMAN,
J. J. PICKLE,
ANDREW JACOBS,
WILLIAM COTTER,
C. B. RANGEL,
BARBER B. CONABLE, Jr.,
BILL ARCHER,
JOHN J. DUNCAN,

Managers on the Part of the House.
RUSSELL B. LONG,
HERMAN E. TALMADGE,
ABE RIBICOFF,
GAYLORD NELSON,
MAX BAUCUS,
BOB DOLE,
JOHN DANFORTH,
DAVE DURENBERGER,

Managers on the Part of the Senate.
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JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF

CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreeing votes of the two Houses on the
amendments of the Senate to the bill (H.R. 3236) to amendL. title II

of the Social Security Act to provide,betJer work incentives and im-

proved accountability in the disability insurance program, and for

other purposes, submit the following joint statement to the House

and the Senate in explanation of the effect of the action agreed

upon by the managers and recommended in the accompanying con-

ference report:
The Senate amendment to the text of the bill struck out all of

the House bill after the enacting clause and inserted a substitute

text.
The House recedes from its disagreement to the amendment of

the Senate with an amendment which is a substitute for the House

bill and the Senate amendment. The difference between the House

bill, the Senate amendment, and the substitute agreed to in confer-

ence are noted below, except for clerical corrections, conforming

changes made necessary by agreements reached by the conferees,
and minor drafting and clarifying changes.



TITLE I—PROVISIONS RELATING TO
DISABILITY INSURANCE

Limit on Family Disability Insurance Benefits

(Sec. 101)

Pre8ent iaw.—The social security disability insurance program (DI)
determines the amount of benefits payable based on an individuals
previous earnings. The formula for determining disability benefits is
the same as for retirement benefits. The benefit level is arrived at by
applying a formula to the average indexed monthly ea•r1ings the indi-
vidual had over the course of a period of years vhichapproximates
the number of years in which he could reasonably have been expected
to be in the work force. For a retired worker, this period is equal to the
number of years between the ages of 21 and 62. For a disabled worker,
the number of years of earnings to be averaged ends with the year
before he became disabled. In either case, the resulting averaging
period i.s reduced by 5.

The basic benefit amount may be increased if the worker has a
spouse or dependent children. Benefits for the spouse arc payable if
the spouse is over age 62 or if the spouse is caring for minor or disabled
children. Benefits for children are payable if they are under age 18
or are 4isabled (as a result of a disability which existed in childhood)
or if they are full-time students over age 18 but under age 22. The corn-
bined benefit for the worker and all dependents is limited by a family
maxiinu provision to no more than 150 to 188 percent of the worker's
benefit alone.

Hoti3e biii.—The House bill limited total DI family benefits to the
smaller of 80 1)eicent of the workers average indexed monthly earn-
ings (AIME) or 150 percent of the worker's primary insurance
amount (PTA). Under the provision, no family benefit would be re-
duced below 100 percent of the worker's primary benefit. The limi
tation wa effective, with respect to individuals becoming enitled to
benefits on or aifter January 1, 1980.

Senate bill.—Tlie Senate bill limited total DI faniily benefits to the
smaller of 85 percent of the worker's AIME oi 160 percent of the
worker's 1IA. As under the House. bill, no family benefit would be
teduced below 100 percent of the w-orker's primary benefit. The bill
provided for the same effective date as the House bill except the limi-
tation wQuld be effective only with respect to individuals who fir8t
became entitled to benefits on or after January 1, 1980.

Conference agreernent.—The conferees agreed to limit DI family
benefits to the. smaller of 85 percent of the worker's average indexed
nionthi earnings (AIME), as in the Senate bill, or 150 percent of
the workers primary insurance amount (PIA), as in the House bill.
The limitation is effective only with respect to indivduals who fir8t
become entitled to benefits on or after July 1, 1980.

(45)
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Reduction in Dropout Years

(Sec. 102)

Present iaw.—I)isabied workis ur al lowet to exchuk up to 5 years
of low earnings in averaging their earnings. However, at least '2 yearS
of earnings must be used in the benefit computation.

House bill.—The House provision excluded years of low earnmgs in
the computation of disability benefits according to the following
sc.hdule: Number 0!

Worker's age:
dropout ljear8

Under 27
0

27 through 31 1

32 through 36 2

37 through 41
42 through 46
47 and over

The provision also allowed workers to drop out additional low earn-
ins years if in those years the worker provided principal care of a
child imdei age 6. In no case would the number of dropout years
exceed 5.

Senate bill.—-The Senate bill xeliided years of low earnings in the
computation of disability benefits according to the following schedule:

Number of

Worker's age:
dropout yeara

Under 32
32 through 36 2

37 through 41
42 through 46
47 and over

There was no provision for allowing additional dropout years for
child care.

Conference agreement.—The conferees agreed to exclude years of
low earnings in the computation of disability benefits according to
the following schedule (as in the House bill)

Number of

Worker's age:
dropout years

Under 27
27 through 31
32 through 36 2

37through4l
42 through 46
47 and over

The provision also would allow a disabled worker to drop out addi-
tional years from the computation period if in those years there was a
child (of such individual or his or her spouse) under age 3 living in the
same household substantially throughout each such year and the dis-
abled worker did not engage in any employment in each such year.
Dropout years for periods of childcare would be provided only to the
extent that the combined number of childcare dropout years and drop-
out years provided under the regular schedule do not exceed 3.

The new schedule of dropout years applies to disabled workers
who first become entitled to benefits after June 1980. The provision
continues to apply to a. worker until his death unless before age 62 he
ceases to be entitled to disability benefits for 12 continuous months.

The provision allowing childcare dropout years would be effective
f. monthlv benefits payable for months after June 30, 1981.
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Th provision in present law whioh requires that at least 2 years of
earnings be used in the benefit computation is retained.

Elimination of Second Medicare Waiting Period

(Sec. 103)

Pre8ent law.—l3eneficiaries of disability insurance (DI) must wait
24 consecutive months after becoming entitled to benefits to become eli-
gible for medicare. If a beneficiary loses his eligibility and then bed-
comes disabled again, another 24-consecutive-month waiting period is
reQuired before medicare coverage is resumed.

House biU.—The House provision eliminated the requirement that
a person who becomes disabled a second time must undergo another 24-
consecutive-mouth waiting period after becoming reentitled to benefits
before medicare coverage is available to him. The amendment applied
to workers becoming disabled again within 60 months, and to disabled
widows or widowers and adults disabled since childhood becoming dis-
abled again within 84 months.

Senate bili.—Same as House bill.
Conference agreement.—The conferees accepted the provisions of

the House and Senate bills and agreed that the provision would be
effective 6 months after enactment.

Extension of Medicare for an Additional 36 Months

(Sec. 104)

Pre8ent iaw.—Medicaie coverage ends when disability insurance
benefits cease.

House bill.—The House provision extended medicare coverage for
an additional 36 months after cash benefits cease for a worker who is
engaging in substantial gainful activity but has not medically recov-
ered. (The first F2 months of the 36-month period was part of the new
24-month trial work period. See section 303.)

Senate biil.—Same as House bill.
Conference agreement.—The conferees accepted the provisions of

tl Hous& nnd Senate bills and aoreed to apply the new provision to
disibi1ity beneficiaries wlios disa%ilities have not been determined to
have ceased iiior to the 6th month after enactment.

Funding for Vocational Rehabilitation Services for Disabled
Individuals

Pieseiit law.—Re.imbursement from social security trust funds is now
provided to St.ate vocational rehabilitation agencies for the cost of
vocational rehabilitation services furnished to disability insurance
beneficiaries. The purpose of the payment is to accrue savings to the
trust funds as a result of rehabilitating the maximum number of bene-
ficiaries into productive, activity. The total amount of the funds that
niav b iiiade available for such reiiiiburseiiient may not, in aity year,
exceed 11/2 percent of thit social security disability benefits paid in the
jW('V 101 iS &fl I'.

!lou,w b/77.—Effetive for fiscal 1989, the House bill eliminated trust
fund financing for rehabilitation services but provided trust fund re-
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inibursement for the Federal share (80%) to the General Fund of the
U.S. Treasury and to the States for twice the State share (20% X2)
of rehabilitation services which result in the performance by a re-
Iiabihtated individual of substantial gainful activity (SGA) for a con-
tinuous poriod of 12 months or which result in employment for 12
coiisceutive mouths in a slielteied workshop. It directed the Secretary
of HHS to study aJternativ methods of providing and financing the
costs of rehabilitation services to disabled beneficiaries in order to real-
ize maximum savings to the trust funds and to submit a report with
recommendations to the President and the Congress by January 1, 1980.

Senate bil.—The Senate bill made no change from present law.
Conference agreenwnt.—The conferees agreed not to change the

provisions of present law.
The conferees anticipate that the new method of allocating trust

fund money to the States for rehabilitation of social security clients
which was recently adopted administratively will continue and be
intensified in the future. This method generally allocates the trust
fund money based on the relative number of social security benefici-
aries each State rehabilitates with earnings at the substantial gainful
activity (SGA) level, provided that no State loses more than ½ of its
previous year's funding. 'Currently, rehabilitation is considered to have
been achieved when the client has been employed for two months. The
managers expect that the measure of success, i.e., rehabilitation at the
SGA level, will be modified as soon as administratively feasible so that
the allocation formula will be based on the State's relative share of the
total number of social security clients employed as a result of rehabili-
tation for no less than 6 months (although not necessarily consecutive)
with earnings at the SGA level throughout the period. Furthermore,
the managers expect that steps will be taken to develop procedures
which will eventually result in the allocation being based on the State's
relative share of total benefit terminations brought about by vocational
rehabilitation services. The conferees instruct the Social Security Ad-
ministration and the Rehabilitation Services Administration (recently
transferred to the Department of Education) to continue to explore
the possibility of developing more timely and effective methods of
mnoasurmg performance in trust fund rehabilitations. The results of
t1ies efforts should be promptly communicated to the Ways and
Means and Finance Committees.



TITLE Il—PROVISIONS RELATING TO DISABIL-
ITY BENEFITS UNDER THE SSI PROGRAM

Benefits for Individuals Who Engage In Employment Activity

(Sec. 201)

Present law.—Under present law, an individual may qualify for
SSI disability payments only if and for so long as 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 twelve months." The Secretary of
Health and Human Services is required to prescribe the criteria for
deteriiiining when services performed or earnings derived from em-
ploynient demonstrate an individual's ability to engage in substantial
gainful activity (SGA). At the pres8nt time, the level of earnings
established by the Secretary for determining whether an individual is
engaging in SGA is $300 a month. An individual who in fact has earn-
ings above this level (1) cannot become eligible for SSI disability and
(2), if already eligible, will (after a 9-month trial work period) cease
to be eligible.

enate bill.—TIie Senate bill included an amendment which, on a
demonstration basis, provided that a disabled recipient who loses his
eligibility for regular SSI benefits because of performance of SGA
would become eligible for a special benefit status, which would entitle
him to cash benefits equivalent to those he would be entitled to receive
under the regular SSI program. Persons who receive these special
benefits would be eligible for medicaid and social services on the same
basis as regular SSI recipients. States would have the option of supple-
Inelititig the special Federal benefits. When the individual's earnings
exceeded the amount which would cause the Federal SSI payment to
be reduced to zero, the special benefit status would be terminated aiid
the individual would not thereafter be eligible for any Federal SS1
benefits or Federal cash benefits under the special benefits status unless
he could reestablish his eligibility for SSI, which would include meet-
ing the SGA limitation,

When a disabled SSI recipient's earnings rise to the point that lie
no longer pialifies for Federal SSI benefits, State supplementary
payments or the special benefit status, he would nevertheless continue
to retain eligibility for 'medicaid and social services as though he were
an SSI recipient if the Secretary found (1) that termination of eligi-
bility for these benefits would seriously inhibit the individual's ability
to continue his employment, and (2) the individual's earnings were not
sufficient to allow him to provide for himself a reasonable equivalent of
the cash and other benefits that would be available to him in the absence
of earnings. The provision allowing continuation of eligibility for med-

(49)
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icaid and social services for persons whose earnings make them ineligi-
ble for cash benefits would also apply to SSI recipients who ar blind.

Tlu Senate provisions would be effective for 3 years, during which
tli Department would be required to provide for a separate account-
mg of funds expended under this provision.

Conference agreemnt.—The conference agreement follows the Sen-
ate bill eIective January 1, 1981 with the addition of a pilot program
under which States could provide medical and social services to certain
persons with severe impairments whose, earnings exceed the substantial
gainful activity limits and who are not receiving SSI, special benefits,
or medicaid.

Under this pilot program, for the purpose of assisting States in pro-
viding medical or social services to certain severely handicapped per-
sons, $18 million in Federal funds would be available to States on an
entitlement basis for a 3-year period beginning September 1, 1981.
$6 million would be available to States through the end of fiscal 1982.
An additional $6 million would be available for each of the two follow-
ing fiscal years. Funds that are not used during each of the first two
years could be carried forward by the State.

Funds would be allocated among the States in proportion to the
number of disableAl SSI recipients aged 18 to 65. Prior to the start.
of each fiscal year, each State that. does not intend to us its alloca-
tion would so certify to the Secretar of Heallh and Human Services.
If a State certifies that it will not use all or same portion of its funds
for any fiscal year or years, its allocation (or the unused portion there-
of) for t.h period covered by t.h certification will b reallocated by the
Secretary of HITS among States participating in the program that eafl
make use of additional funds.

From the allocated funds, the Secretary of }THS would pay each
State 75 percent of the costs of operating an approved plan for provid-
ing medical and social services to severely handicapped individuals
who have earnings in excess of the substantial gainful activity limits
and are not receiving SSI, special benefits or medicaid, if the State
determines:

(1) that the absence of these benefits would significantly inhibit
the individual's ability to continue his employment; and

(2) that the individual's earnings are not sufficient to allow him
to provide for himself a reasonable &iuivalent of the cash and
other benefits (SSI, medicaid and title XX) that would be avail-
able to him in the absence of those earnings.

(It is not intended that. States would require an individual to obtain
a detennination as to the level of or potential eligibility for benefits
which might. be payable under the SSI, medicaid, and title XX pro-
grams in the absence of his earnings. Rather it is intnded that each
participating State would use generally available information concern-
ing the benefits provided in that State under these programs to estab-
lish reasonable. income limits to carry out this criterion.)

The State plan would have, to include (1) a statement of intent to
participate in the program; (2) a designation of the agency to admin-
aster t.li prouiam; (3) a descriptioi of the eliibility criteria which
th State will apply and the procedures for determining eligibility
(whic.h may not. iivolve use of the Disability Determination Service
which niakes disability detenninations for the DT and SST programs
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uii1tss it i not fensibh to use aiiy other agency for the 1)iIOt )lOgraui)
and (4) a description of tIit services which th State inteids to provide
itiidtr the. progiam. The State tiiay submit a separate State plan or it
iiiay incorporate this pian as an amendment to its State administrative
plan submitted to HHS under title XX. Under the pilot program,
States could provide medical and social services through their medicaid
and social services programs (not limited by eligibility criteria and
scope of services under titles XIX and XX) but would receive Federal
matching for those services under this provision rather than under title
XIX or title XX. States could also provide services through some
other mechanism if they found it appropriate.

States would be required to provide a report to HHS addressing
the operation and results, emphasizing the work incentive effects, ot
the pilot program. On the basis of State reports, HHS would be re-
quired to report to the Congress. The report would be due not later
than October 1, 1983; and should include, but not necessarily be lim-
ited to, relevant demographic information, earnings, employment in-
formation, and primary impairments of the individuals who received
services under the pilot program, and the types of services they re-
ceived. HHS wouki be required to publish final regulations to imple-
ment, this program no later than nine months after the date of
enactment.

Employment in Sheltered Workshops

(Sec. 202)

Present law.—Undr present law, income from activity in a shel-
tered workshop that is part of an active rehabilitation program are
not considered earned income for purposes of determiiiing SSI pay-
ments, and therefore do not qualify for the earned incoilie disregards
($65 a nionth plus '/2 of additional earnings).

Senate bill.—The Senate bill provided that remunerations received
in sheltered workshops and work activities centers would be considered
earned income and therefore qualify for the earned income disre-
gards.

Conference agreement .—T he conference agreement follows the
Senate bill and the provision would be effective October 1980.

Deeming of Parents' Income to Disabled or Blind Children

(Sec. 203)

Present law.—Present law requires that the parents' income and
resources be deemed to a blind or disabled child who lives in the house-
hold with them and who is under age 18 in determining the child's
eligibility for SSI, or under 21 in the case of an individual who is in
schoo' or a training program.

Senate biii._TTnder the Senate bill, the deeming of parents' income
and resources would he limited to disabled or blind children under
age 18, whether or not, the person is in school or training. Children
fl'reiViflg SSI who, on the effective date of the provision, are age 18
to 1 would be proteet'd against 1o of benefits due to t.his change.

(onfe ,enee oq,eenu'ut.—The confereiice. agreement follows the
Senate bill and the provision would be effective October 1980.



TITLE Ill—PROVISIONS AFFECTING DISABILITY
RECIPIENTS UNDER OASDI AND SSI PRO-
GRAMS; ADMINISTRATIVE PROVISIONS

Termination of Benefits for Persons in Vocational
Rehabilitation Programs

(Sec. 301)

Present law.—Under present law an individual is not entitled to
DI and SSI bejefits after he has medically recovered, regardless of
whether he has completed the program of vocational rehabilitation in
which he. has been enrolled.

Hoe biil.—The House bill provided that DI benefits will continue
after niedica.l recovery for persons in approved vocational rehabilita-
tion plans or programs, if the Commissioner of Social Security deter-
mines that continuing in those plans or programs will increase the
probability of beneficiaries going off the rolls permanently.

Senate bili.—The Senate bill included the same provision for SSI
and DI beneficiaries except that the Secretary, rather than the Corn-
missioner, would make the determination as to whether benefits should
be continued.

Conference agreemen&—TIie conference agreement accepts the Sen-
ate extension of the provision to SSI beneficiaries, but adopts the
House provision that the Comrnissiomiei will make the determination
that benefits should be continued.

The conference committee, wishes to make clear that it expects that,
in miiost cases, medical cessation of disability will result in the termina-
tion of benefits, as now occurs in all cases. The conferees are concerned
that under present vocational rehabilitation procedures many individ-
uals have bee.n permitted to enter approved programs even when thre
is a reasonable expectation of medical recovery before the termination
of the program. (This is demonstrated by the fact that an increasing
number of individuals have been terminated from the benefit rolls
while participating in a St.ate approved vocational rehabilitation pro-
gram who were at. the timiie of enrollnimit. in the program diaried for
reexamination on the. basis of the time-limited nature. of their medi-
cal impairment.) It is not. the intent of this provision to continue bene-
fits in these cases. It is the intent of the provision to consider only those
exceptional cases where the, disabled beneficiary is not expected at. the
beginning of the program to recover medically bfor the end of the
program, but. he or she does recove.r and is no longer considered dis-
abled within the. meaning of the. Social Security Act, although some
residual functional limitation still remains.

The l)rovision is effective 6 months after enictinent.
(52')
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Treatment of Extraordinary Work Expenses

(Sec. 302)

Present law.—Regulations issued under present law provide that
in determining whether an individuai is performing substantial gain-
ful activity (GA), extraordinary expenses incurred by the individua1
in connection with his employment, and because of his impairment, are
to be deducted to the extent that such expenses xce&! what his ex-
penses would Ix if he were not impaired. Regulations specify that ex-
penses for medication or equipment which the individual requires to
enable him to carry out his normal daily fuictions may not b ccn
sidered work related, and may iot be deducted even if they a also
essential to the individual's employment.

House bill.—For purposes of DI, the House bill provided for a de-
duction from earnings of costs to the individual of extraordinary im-
pairment-related work expenses, attendant care costs, and the cost of
medical devices, equipment, and drugs and services (necessary to con-
trol an impairment) for purposes of determining whether an individ-
ual is engaging in substantial gainful activity, regardless of whether
these items are also needed to enable him to carry out his normal daily
functions.

Senate bill.—The Senate bill included the same provision, but a'so
provided that the deduction would apply even where the individual
does not pay the cost of the impairment-re]lat&1 work expenses (i.e.
where the cost is paid by a third party). The bill added iaiiguage giv-
ing the Secretary the authority to specify in regulations the type of
care, services, and items that may be deducted, and provided that the
amounts to be deducted shall be subject to such reasonable limits as
the Secretary may prescribe. It also made the provision applicable to
SSI.

Conference agreement.—The conferees adopted the Senate provi-
sion, but agreed that, for both programs, the disregard will be. applied
only where. the individual paid the cost of the impairment related ex-
pense. In addition, impairment related work expenses would be disre-
garded in deteiniining the monthly SSI payment of a disabled SSI
recipient. It. is the intent of the. conferees that the regulations devel-
oped by the Secretary to carry out these provisions shall apply in a
uniform manner to the determination of the amounts which may be
deducted in both the DI and SSI programs. The provision is effective
six months after enactment.

Extension of the Trial Work Period—Reentitlement to Benefits

(Sec. 303)

Pr&ient law.—Under the DI and SSI programs, when an individual
completes a 9-month trial work period, and then in a subsequent
monk performs work constituting substanitial gainful activity
(SQA), his benefits are terminated. He obtains bnefi•ts for the first
month iii which lie performs SQA (after the trial work period has
ended) and for the 2 months immediately following. tinder the Di
program, widows and widowers are not entitled to a trial work period.
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Hou8e bill.—The House bill, in effect, extended the trial work period
iiiidr th T)T program to 24 months. In the last 12 months of the
24-niotith period an individual who was performing substantial gain-
ful activity immediately following the 9-month trial work period
would not receive cash benefits while engaging in substantial work ac-
tivity, but would automatically be reinstated to active benefit status if
earnings fall below the SGA level.

The bill also provided that the same trial work period would be
applicable to disabled widows and widowers (who are not permitted
a trial work period at all under existing law).

,Senate bill.—The Senate bill was the same as the House bill with
technical language changes, and also made the provision ,enerally
applicable to the SSI program.

Con! ererwe agreement.—The conference accepted the provisions of
the Senate bill, and agreed that the provision would be effective with
respect to individuals whose disabilities have not been found to have
terminated before the sixth month after enactment.

Administration by State Agencies

(Sec. 304 (a.) (b) (e.) (f) and (h))

Pre8ent law.—Present law provides for disability determinations to
be performed by State agencies under an agreement negotiated by the
State and the Secretary of illS. ITnlike the grant-in-aid programs,
the relationship is contractual and State laws and practices are con-
trolling with regard to many administrative aspects. State agencies
make the determinations based on guidelines provided by the Depart-
ment and the costs of making the determinations are paid from the
disability trust fund in the case of DI claimants, or from general reve-
nues in the case of SST claimants, by way of advancements of funds or
reimbursements to the contracting State agency. Present agreements
allow both the State and the Secretary to terminate the agreement.
The States generally may terminate with 12 months' notice and the
Secretary may terminate if he finds the State has not complied sub-
stantially with any provision of the agreement.

Hou8e bill.—The House bill required that disability determinations
be made by State agencies according to regulations or other written
guidelines of t.he Secretary. It also required the Secretary to issue
regilations specifying, in such detail as he deemed appropriate, per-
formance standards and administrative requirements and procedures
to be followed in perforrnin the disability determination function "in
order to assure effective an uniform administration of the disability
insurance program throughout the United States." Certain opera-
tional areas were cited as "examples" of what the regulations may
specify.

The bill also provided that if the Secretary found that a State
agency is substantially failing to make disability determinations con-
sistent with his regulations, the Secretary shall, not. earlier than 180
(lays following his findings, terminate State administration and make
the determinations himself. In cases of termination by the State, the
State would he required to continue to make disability determina-
tions for iot. less than 180 days after notifying the Secretary of its
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intent to terminate. Thereafter, the Secretary would be required to
make the determinations.

Senate bill.—The Senate bill was the same as the Flouse bill, except
that it:

(1) Deleted as an exarnpk of the. kinds of mnttrs which the
Secretary's regulations may cover: "any other riile designed to
facilitatc or control or assurt the equity and uniforniity of the
State's disability decision."

(2) Added language specifying that "Nothing in this section
shall be construed to authorize the Secretary to take any action
except pursuant to law or to regulations promulgated pursuant
to law."

Conference agreernent.—The conference agreement follows the
Senate bill. The conference committee deleted the catch-all phrase
of "any other rules designed to facilitate, or control, or assure the
equity and uniformity of the State's disability determinations" as
providing vague and unnecessary authority. The conference agrec-
ment provides that these changes will be effective beginning with the
12th month following the. month in which the bill is enacted. Any State
that has an agreement on the effective date of the amendment will be
deemed to have given affirmative notice of wishing to make disability
determinations under t1i regulations. Thereafter, it may give notice
of termination which shall bo effective no earlier than 180 days after
the notice is given.

Protection of State Employees

(Sec. 304 (b) and (i))

Present fwu,.—Under provisions of the Federal Personnel Manual,
when the. Federal Governmeiit takes over a function being carried out
by a State.. the Federal agency at its discretion may retain the State
employees in their positions.

Hovse bill.—The. House bill required the Secretary to submit to
the Committee on Ways and Means and the Committee on Finance
by January 1. 19O, a detailed plan on how he expected to assume the
functions of a State disability determination unit when this became
necessary. The bill further provided that the plan should assume
the. uninterrupted operation of the. disability determination function
and the utilization of the best qualified personnel to carry out that
function. If any arnendiiient of Federal law or regulation was required
to carry out. such plan, a recommendation for such amendment was to
be. included in the plan for action, or for submittal by such committees,
vit.h nppropnate rec.ommendit.ions to the committees having jurisdic-
t.ot over the Federal civil service and retireme.rt laws.

Aem7te biff.—The Senate. bill was the same. as the House bill except.
that. it delayed the. report by the Secretary to July 1, 1980, and required
a report to Congress rather than to the Committees oii Ways and Means
and Finance. Also it added a requirement that if the Secretary assumes
the. disability dtermirat.ion function he must assure preference to
Stnte agency einployets who are capable. of performing duties in the
ohabthty i1eter,nmriatior process ovem any other individual in filling
iww Federal positions.



56

In addition, the Secretary would be prohibited from assuming the
State functions until the Secretary of Labor determined that, with
respect to any displaced State employees who were not hired by the
Secretary, the State had made "fair and equitable arrangements to
protect the interests of employees so displaced." The protective ar-
rangements would have to include only those provisions provided
under all applicable Federal, State, and local statutes, including the
preservation of rights and benefits (including continuation of pension
rights and benefits) under existing collective-bargaining agreements,
the continuation of collective-bargaining rights, the assignment of
affected employees to other jobs or to retraining programs, the protec-
tion of individuals against a worsening of their positions with respect
to employment, the protection of health benefits and other fnnge
benefits, and the provision of severance pay.

(Jonferenee agreenwit.—The conference agreement follows the Sen-
ate bill except that the Secretary would not be required to provide a
hiring preference to the administrator, deputy administrator, or
assistant administrator (or comparable position) in the event that
the Secretary found it necessary to assume the functions of a State
agency. Although he would not be required to provide a preference
to persons in those positions, he could do so if he determines that such
action is appropriate. The effective date is the same as for the provision
for administration of State agencies.

Federal Review of State Agency Decisions—Reversal of
Decisions

Sec. 304 (c) )

Present la'w.—Under current administrative procedures of the So-
cial Security Administration, approximately 5 percent of initial dis-
ability claims adjudicated by the State disability determination units
are reviewed by Federal examiners. This review occurs after the bene-
fit has been awarded, i.e., it is a postadjudicative review. This is on a
sample basis and varies from 2 percent in the larger States to 5 per-
cent in the smaller States.

The Secretary has authority 'to reverse favorable decisions with re-
spect to DI beneficiaries. He may reverse both favorable and unfavor-
able decisions in SSI.

House bii.—The House bill required Federal preadjudicative re-
view of DI allowances according to the following schedule:

Mininuni
percent

Decisions made in fiscal year: reviewed

io 15

1981
1982 and thereafter

Senate bill.—The Federal review of State agency decisions was to
include both allowances and denials, according to the following
schedule Minimum

percent
l)eclslons made In fiscal year: reviewed

1982
Thereafter
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The Secretary would be given the authority to reverse decisions that
are unfavorable to DI claimants.

Conference agreement.—The conference agreement follows the Sen
ate schedule but provides (as in the House bill) for review only of
allowances and continuances. The agreement follows the Senate bill as
to granting authority to the Secretary to reverse denials.

1 he conference committee notes that the percentage requirements
for preadjudicative review are nationwide requirements and that the
Social Security Administration will determine whether they should
be higher or lower on an individual State basis. The conferees, also
instruct the Secretary to report to the Ways and Means and Finance
Committees by January 1982 concerning the potential effects on proc-
essing time and on the cost effectiveness of the requirement of the 65
percent review for fiscal year 1983, and thereafter. This provision is
effective upon enactment.

Own-Motion Review of AU Decisions

(Sec. 304(g))

i'reent iaw.—After his claim has been denied by the State agency
initially and on reconsideration, an applicant has the opportunity for
a hearing before an administrative law judge (AU). In the past
there had also been fairly extensive review of AU allowances and de-
nials through own-motion review by the Appeals Countil• as author-
ized by the Administrative Procedure Act and the regulations of the
Secretary. This own-motion review has almost been eliminated in re-
cent years.

Senate bill.—The Secretary of Health and Human Services would
be required to implement a proram of reviewing, on his motion, deci-
sions rendered by administrative law judges as a result of hearings
under section 221(d) of the Social Security Act (the disability deter-
mination provisions). He would be required to report to Congress by
January 1, 1982, on the progress of this program. In his report, he must
indicate the percentage of such decisions being reviewed and describe
the criteria for selecting decisions to be reviewed and the extent to
which such criteria take into account the reversal rates for individual
administrative law judges by the Secretary (through the Appeals
Council or otherwise), and the reversal rate of State agency determina-
tions by individual administrative law judges.

Conference agreement.—The conference agreement follows the Sen-
at bill with a modification which strikes the. language specifying what
is to be ineludeci in the required report. The conferees believe the
report should indicate the percentage of AU decisions being reviewed
and describe the criteria for selecting decisions to be reviewed. The
conferees are concerned that there is no formal ongoing review of
social security hearing decisions. The variance in reversal rates among
AU's and the high overall AU reversals of determinations made
at the prehearing level indicate that. there is a need for such review.
The conferees recognize that, at the hearing Jevel, the claimant appears
for the. first time before a decisionmaker and additional evidence is
generally submitted. The conferees also recognize that there have been
significant changes in State agency denial rates and that in certain



58

areas the AU's and State agencies have been operating with different
policy guidelines. The report should identify the effectsof these factors
as well as any differences in standards applied by AU's.

Information to Accompany Secretary's Decision

(Sec. 305)

Pre8ent ia.—'r1ier is no statutory provision setting a specific
amount of information to explain the decision made on a claim for
benefits.

Hou8e bill.—The House bill required that any decision by th Secre-
tary with respect to all OASDI claimants shall poride notice to the
claimant which includes:

A citat.ion and discussion of the pertilient law and regulat.ions,
A list and summary of the evidence of record, and
The Secretary's determination and the reason(s) upon which

it is 'based.
Senate bill.—The Senate bill required that notices of disability

denial to DI and SSI claimants shall contain a statement of the case,
in understandable language, and include:

A discussion of the evidence, and
The Secretary's determination and the reason(s) upon which it

is based.
Conference agreenent.—The conference agreement follows the Sen-

ate bill.
The conference cominitte wishes to make clear that the Secretary's

statement of the case be brief, informal, and not technical. The con-
ferees do not contemplate that the statement would resemble the
more formal "statement of the case" approach used by the Veterans
Administration (VA) in its appeals proceedings. In addition, the
conference committee wishes to make clear that where a written per-
sonalized explanation has been provided explaimng why the indi-
vidual will no longer be entitled to disthility benefits (e.g. cessations
of disability, adverse reopenings of determinations, etc.) it will not be
necessary t.o provide this information again in the actual termination
notice.

The provision is effective for decisions 'made on or after the first day
of the. 13th month following the month of enactment.

Limitation on Court Remand

(Sec. 307)

Present la.w.—Prior to filing an answer in a court case, the Secre-
tarv may, on his own motion, remand a case back to an AL Similarly,
the court itself, on its own motion or on motion of the claimant, has
discretionary authority "for good cause" to remand the case back to
the AT2J.

House hill.—The House bill limited the absolute authority of the
Secretary of HHS to remand court cases. It required that such re-
iiiaiid would be discretionary with the court upon a showing by the
eeretary of good cause. A second provision relates to remands by the
court. The bill provided that a remand wOuld be authorized only on a
showing that there is new evidence which is material, and that there



59

was good cause for failure to incorporate it into the record in a prior
1)1oceeding.

Senate bill.—Sanie as House.
(Jonf e'rence agreement .—_T he conference agreement includes this

provision of the Senate and House bills effective upon enactment. The
conferees have been informed that there are sometimes procedural diffi-
culties which prevent the Secretary from providing the court with a
transcript of administrative proceedings. Such a situation is an exam-
ple of what could be considered "good cause" for remand. Where, for
exa.mple, the tape recording of the claimant's oral hearing is lost or
inaudible, or cannot otherwise be transcribed, or where the claimant's
files cannot b-. located or are incomplete, good cause would exist to
remand the claiiri to the Secretary for appropriate action to produce a
record which the courts may review under 205 (g) of the act. It is the
hope. of the conferees that rernands on the basis of these breakdowns
in the administrative process should be, kept to a minimum so that
persons appealing their decision are not unduly burdened by the re-
ulting delay.

Time Limits for Decisions on Benefit Claims

(Sec. 308)

Present iaw.—There is no limit on the time that may be taken
by the Social Security Administration to adjudicate cases at any
stage of adjudication. Several Federal district courts have imposed
such limits at the hearing level and numerous bills have been intro-
duced to set such limits at various levels of adjudication.

Hov8e bilL—The, House bill required the Secretary to submit a
report to Congress recommending appropriate time limits for the
various 1vels of adjudication of title II cases. In recommending the
limits, the Secretary was to give adequate consideration to both speed
and quality of adjudication.

Senate bill.—Same as House bill.
Conference agreement.—The conferees accepted the provision of

the House. and Senate bills but with the Senate due date of July 1, 1980.

Payment for Existing Medical Evidence

(Sec. 309)

Present /aw.—Authority does not now exist to pay physicians and
other potential sources of medical evidence for medical information
already in existence when a claimant files an application for disability
insurance benefits. Such authority does exist. in the SSI program.

House biii.—The House bill would PI'ovide that any non-Federal
hospital, clinic, laboratory, or other provider of medical services, or
physician not in the employmentS of the Federal Government, which
supplies medical evidence required by the Secretary for making de-
terminations of disability, shall be entitled to payment from the Secre-
tary for the reasonable cost of providing such evidence.

$enate bill.—_The Senate bill included the same. provision except that
payment, for evidence, would b made to the provider only when such
evidence is "requested" and required by the Secretary.
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Con fereice agreement.—The conference agreement follows the Sen-
ate bill and is effective six months after enactment..

Payment for Certain Travel Expenses

(Sec. 310)

Present law.—Explicit authority does not exist under the Social
Security Act to make payments from the trust funds to individuals
to cover travel expenses incident to medical examinations requestd by
the Secretary in connection with disability determinations, and to
applicants, their rprese.ntatives, and any reasonably necessary wit-
nesses for travel expenses incurred' to 'attend :oeonsideration inter-
views and proceedings before administrative law judges. Such author-
ity now is being provided annually under appropriation acts.

flovse hiff.—The house bill provided permanent authority for pay-
ment of travel expenses incident to medical examination aiid the trav1
expenses of individuals (and their representatives in the case of recon-
siderition and AU hearings) resulting from participation in various
phases of the DI adjudication process.

S1enate biff.—TIie Senate bill included the suie provision and x-
tended it to in(lflde SSI and medicare and all determinations under
title II. However, a limitation on air travel costs included in the, House
bill was omitted in the t.itk I authority.

Con fere? ee agreemnt.—The. conference. agreement follows the Sen-
a.t bill with a modification to indu'de the, limitation on air travel costs.

The conference committee. wishes to make it ckar that this provi-
sion does not authorize reimbursement of a claimant's travel expenses
in going to and from Social Security offices to file requests for recon-
sideration or to discuss the. reconsideration decision. It is the intent of
this provision to provide reimbursement only in the cases of those
claimants who are. entitled, as part of the reconsideration process, to
engage in a face-to-face interview with a State agency decisonrnakr
if this procedure is implemented by the. Social Secnrit.y Admrnistra-
t ion.

Periodic Review of Disability Determinations

(Sec. 311)

Pi'eent 7a.u'.—Adminit.rative procedures iow provide, that a dis-
ability beneficiaiy' c.ontimied eligibility for benefits be reexamined
only under a limited number of circumstances ('i.e., where there is a
reasonable expectation that. the. beneficiary will show medical im-
1)1'0V(1efl1 )

[Iou$e hill.—Tlie House bill provided that there will be a review
of the. status of disahied beneficiaries whose disability has not b
(l(tenuiue(l to be permanent. at least once every three years. This
revkw wonid b in additon to, and not considre.d as a substitute for,
any otlwr reviews which are required.

Semite 7n77..—Th Senate bill included the same provision except
that eveu cases v1ert the initial prognosis shows the probability that
the conditi ill b permanent would bc subject to review made. at
nch times as the Secretary determines to be appropriate.





TITLE IV—PRO VISIONS RELATING TO AFDC AND
CHILD SUPPORT PROGRAMS

AFDC Work Requirement

(Sec. 401)

Present law.—Recipients of Aid to Families with Dependent Chil-
dien who are not specifically exempt are required to register for man-
power services, training, and employment as a condition of AFDC
eligibility. Those who are exempt from the registration requirement
are childieii under age 16, persons caring for a child under age 6,
persons who are ill or needed as the caretaker for someone in the home
who is ill, or persons who are. remote. from a work incentive program
(WIN) 1)rojet.

Assistance may he teiininated "for so long as" an individual (who
ha heeii certified by thc welfare. agency as ready for employment r
training) refises without good cause to participate i employment or
training iindei' W'IN. Under court interpretation WIN sanctions may
be applied oily "for so long as" t.1ire is refusal, thus alowing a re-
cipient to move on and off AFI)C without being subject to any spe-
cific peiiod during which his benefits illay 1w te'iminated.

Federal matching for WIN programs is 90 percent. The State
matching share of 10 percent may be either in cash or in kind with re-
spect to manpower activities. State matching for supportive services
must, be ifl cash.

Senate biil.—The. Senate bill added "other employment related
activities" to the types of activities for which AFDC recipients are
requirpd to register. These are described in the committee report as
including employment search. The bill also. specifically required that
necessary social and supI)ortive services be provided during any em-
ployiiient search activities under the WIN program. These services
would be. authorized to be provided to registrants prior to certification.

The. bill authorized the Secretaries of Labor and HEW (now HHS)
to establish, by regulation, the period of time during which an indi-
vidual would not be eligible for assistance in the case of refusal without
good cause. to participate in a WIN program. In addition, the present
law provision for a 60-day counseling period for persons who refuse
to Participate was eliminated.

The bill also: required that State supportive service units be co-
located with manpower units to the maximum extent feasible; allowed
State rntching for supportive services to be in cash or in kind; clari-
fied that. incoiiie from WIN public service employment is not fully
excluded in determiiining benefits (there would be no disrBgard of the
first 30 a month Plus one-thim'l of additional earnings) ; added to the
individuals who are exempt from registration for WIN, individuals
who uu' working at least 30 hours a week.

(62)
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Conference agreeirtent.—The conferees agreed to the Senate provi-
sion with :unendinents. The conferehce agreement provides that the
eriteria for appropriate work and training to which an individuft may
ls assigned under section 432(b) (1), (2),. and (3) shall apply in the
case of work to which anindividual may be referred as part of emp'oy-
niemit search programs conducted under the work incentive program.
Tn other words, job referral under the iiew employment search provi-
sion would be limited to jobs that meet the current WIN regulations
relating to appropriate employment. (Present reguhitions 1)rOvide
limits as to reasonable travel time, provision for necessary supportive
services, requirements for wages, health and safety, and others.)

Tn addition, the confrrees agreed to limit an I dividia1's job e:1(lI
period to 8 weeks in one year, and added a requireiiint that thieve be
timely reimiibirsemimcnt of any employment search expenses paid for by
the individual.

TTide.r the conference agreement, the provisions relating to termi-
nation of assistance and treatment of PSE earnings are effective upon
enactnient. Other provisions are effective September 30, 1980.

Use of IRS to Collect Child Support for Non-AFDC Families

(Sec. 402)

Present iaw.—Present law authorizes States to use the Federa' in-
come tax mechanism for collecting support payments for fftniilies
receiving AFDC. if the States have made dHigent and reasonable
efforts to collect. the payments without success and the amount sought
is based on noncompliance with a court order for support. States have
ac.eess to IRS collection procedures only after certification of the
amiiount of the child support obligation by the Secretary of Health and
1-lumnan Services. The Stath must. agree to reimburse tim U.S. for any
costs involved in making the collection.

&'nate hill.—The Senate bill authorized is of TR collection

mneclmanismiis in the CaSe of families not receiving AFDCI suhjct to the
samiie certfieatioi and other requirements that ;Lr now a1)1)liCflbl( in
the c;se of fnmiiihes receiving AFDC.

Con feie'nee aqreement.—Tlie conferees agreed t.o th Seiiat pro-
vision. with nn effeetive date of July 1, 18O.

Safeguards Restricting Disclosure of Certain Information Under
AFDC and Social Services

(Sec. 403)

Preseit law.—Current law restricts the use or disclosure of infor-
mation to purposes directly connected with: AFDC, SSI, Medicaid,
or the Title XX socia' services program; any investigation prosecu-
tion. or crimina' or civil proceeding related to the administration of
these programs: or the administration of any other federal'y assisted
progrftlii providing assistance or services based on need. Present law
nlso prohibits the. disclosure to any committee or legislative body of
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in fOInilLhoII which i(1(ntifies by natn 01 ad(IFCSS any app] icant foi, 01.
retipient of, such assistance or services.

Senite bili.—Th Senate bill modified titles IV and XX to allow
the disclosure of information regarding individuals assisted under the
State's plan (1) for purposes of any authorized audit conducted in
connection with the administration of the program including an audit
performed by a legislative audit body, and (2) to the Committee on
Finance and Committee on Ways and Means.

Conference agreement.—The conference agreement includes the
provisions of the Senate bill, except that disclosure of information con-
taining names and addresses of individual recipients to the (ommitthes
on Finance and Ways and Means would not be. authorize1. The con-
ferees note that this limitation pertains oniy to mimes and addresses.
As under existing law, the two committees would otherwise have full
access to data and findings concerning the operations of these programs
and would be able to request and receive the results of program
audits. The conferees note that there is a similar provision relating to
disclosure of information in H.R. 3434, which is now pending before
the Coniress. The conferees understand that the provisions in both
bills will have the same result of allowing disclosure for purposes of
any authorized audit by a legislative audit. entity. The proViSion is
effective n September 1, 1980.

Federal Matching for Child Support Activities Performed by
Court Personnel

(Sec. 404)

Present 1aw.—Present law requires that, State child support plans
provide for entering into cooperative arrangements with appropriate
courts and law enforcement officials to assist the child 5U1)port agency
in administering the program. Federal regulations al]ow Staths to
claim Federal rntching for the compensation of district attorneys.
attorneys general, and similar public attorneys and prosecutors and
their staff. However, States may not receive Federal matelung for
expenditures (including compensation) for, or in connection with,
judges or other court officials making judicial decisions, nd other
supportive, and administrative personnel.

Senate bill.—The Senate bill authorized Federal matching funds
for expenditures of courts (including, but not limited to compensation
for judges or ofher persons making judicial determinations and other
unport. ;md admiiiistrative personnel of courts who perform Title
Tv_n fuuctions), but. only for those. functions specifically identifiable
s TV—I) functions. Matching would be provided only for expendi-
tines in excess of levels of spending in the State for these actiVities
in calendar 1978.

(7onfere,we aqreement.—The conferees agreed to the Senate provi-
sion. with an amendment dekting the authorization for compensation
of judges oi other officials making judicial decisions, but allowing the
authorization for expenditures for their administrative or support
iwrsouuel sueb ns the bailiff, sttuographer, and court reporter. The.

is t'ffective for exp'nditures after July 1,1980.
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Child Support Management Information System

(Sec. 405)

Present law.—Federal matching for child support administrative
costs, including the cost of establishing and using management infor-
mation systems, is provided at a rate of 75 percent.

Senate bili.—The Senate bill increased Federal matching to 90 per-
cent for the. costs of developing and implementing child support man-
agement information systems, retaining the present 75 percent match-
ing rate for the costs of operating such systems. The bill required the
Secretary to provide technical assistance to the States and provided
that a State system must meet certain specified requirements in order
to receive Federal matching. The Senate bill further required continu-
ing review by the Secretary of HHS of State systems.

Under the bill States choosing to establish and operate systems must
include as part of such systems (1) the ability to control and monitor
all the factors of the support collection and paternity determination
process, (2) interface with the AFDC program, (3) security against
access to data, and (4) the ability to provide management informa-
tion on all cases from application through collection and referral.

Conference agreemeit.—The conferees agreed to the Senate amend-
inent, with an effective date of July 1, 1981.

AFDC Management Information System

(Sec. 406)

Present law.—States receive 50 percent Federal matching for costs
of administering their AFDC programs; there is no special funding
for computer systems.

Senate bili.—The Senate bill provided 90 percent Federal matching
to States for the cost of developing and implementing computerized
AFDC management information systems and 75 percent for the cost
of their operation. The, Secretary of Health and Human Services
would be required to approve State systems as a condition of Federal
matching (both initially and on a continuing basis). In order to
qualify for this increased match, a State system would have to include
certain pecified characteristics, including (1) ability to provide data
on AFDC eligi'bility factors, (2) capacity for verification of factors
with ot.her agencies, (3) capability for notifying child support, food
stamp, social services, and medicaid programs of changes in AFDC
eligibility and benefit amount, (4) compatibility with systems in other
jurisdictions, and (5) security against unauthorized access to or use
of data in the system. The Department would be required to provide
technical assistance to the States on a continuing basis.

Con fereiwe aqreem.ent.—The conferees agreed to the Senate provi-
sion to increase to 90 percent the matching for the cost of developing
and implementing computerized systems. The 90 percent matching
includes the purchase or rental of computer equipment and software.
However, the matching rate for operating such systems would remain
at. .'O percent.. The provision is effective. July 1, 1981.
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Child Support RepGrting and Matching Procedures

(Sec. 407)

?resent law.—Piesent law requires that the Office of Child Support
Enforcement (1) maintain adequate records (for both AFDC and
non-AFDC families) of all amounts collected and disbursed, a-nd of
the costs of collection and disbursement, and (2) publish periodic re-
ports on the operation of the program in the various States and locali-
ties and at national and regional levels and the major problems en-
countered in implementing the program. The law also provides that the
States will maintain for -both AFDC and non-AFDC families a full
record of collections, disbursements, and expenditures aid of all other
activities related to its child support programs. An adequate State
reporting system is required.

Senate bill.—The Senate bill would prohibit advance payment of
the Federal share of State administrative expenses for a calendar
quarter unless the State has submitted a complete report of the amount
of child support collected and disbursed for the calendar quarter which
ended 6 months earlier. It would also require the Department of
Health and Human Services to reduce the amount of the payments to
the State by the Federal share of child support collections made but
not reported by the State.

Conference agreeme'nt.—The conferees agreed to the Senate bill,
with an effective date of January 1, 1981.

Access to Wage Information for Child Support Program

(Sec. 408)

Present law.—Present law requires the Secretary of HHS to make
available to States and political subdivisions wage information coi'-
tamed in the records of the Social Security Administration which i
necessary to determine eligibility for AFDC. The law requires the
Secretary to establish safeguards to insure that infornmtion is used
only for authorized purposes. Then is no similar l)rOvi;ion for pur-
)OS('S of child support.

In addition. P1Sent law 1eqtlil's agencies that administer State
unemployment. eomupellsation to make- available to States nd political
SUL)diViSiO1b wage infoiination contained in their records which is
necessary to dctermiiw eligibility for AFDC. and requires the Secre-
tarv to establish safeguards to insure, that information is iise.d only for
iithorized purposes. There is no similar provision for purposes of
child support.

ITnder the Internal Revenue. Code, tax return infonnntion may be
disclosed by TRS (1) to the Social Security Administration for pur-
poses of administering the. Social Security Act. and (2) to Federal,
state and lecal child support ageicies for esthblishing tnd enforcing
child SuPport obligations under the child support program. Agencies
receiving this information rnusf comply with specified safeguards.
SS. may not transfer information it receives from IRS to State and
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local agencies. Information must be obtained by the agencies directly
from IRS.

Senate bill.—The Senate bill provided the same requirement for
disclosure of wage information (other than tax return information)
for purposes of the child support program as exists in preseit law for
purposes of AFDC. It, also provided the. same requirement for pio-
vision of wage information by State unemployment compensatiofl
tgencie.s for purposes of the. 'hild sup)ort program as exists in present
hi v for purposes of AFDC.

The Seiate. bill required SSA to disclose tax return information ob-
tainec1 from IRS with respect to earnings from self-employment and
wages (1) to officers and employees of HHS, and (2) to officers and
employees of an appropriate State or local agency, body, or commis-
sion. Information could be disclosed for purposes of establishimr.
determining, and enfor'ing ehild support oblations mde.r the 'hild
support program.

Agencies or commissions authorized to receive tax return informa-
tion could disclose such infonnation to aiy person to the extent neces-
sary in connection with the processing and use of iiiformation neces-
sary for the. purpose of establishing, determining, or enforcing child
support obligations.

Con ferenee a.qreem ent.—TTnder the conference agreement. certain
tax return information must be. disclosed by the. Social Security Ad-
ministration to State and local child support enforcement agencies, as
follows.

The conferees agreed to amend th Internal Revenue Code to pro-
vide that., upon written request, the Commissioner of Social Security
shaH directly disclose return infonnation with respect to net eurnins
from seH-employment, wages, and payments of retirement income to
officers and emp'oyees of a Statc or locai child support enforcement
agency. Disclosure will be allowable on'y for purposes of, and to the
extent necessary in, establishing and collecting child support obliga-
tions from, and locflting indivithials owing child support obligations.

Any agency receiving information must comply with conditions
specified in crrent law for safeguarding information. Under these.
safegmirds, information may be used on a computer in inc.oded form if
the 'omiputer is used only by the ehild support enforcement agency.
If this infonnafion is used on 'omnpter systems shared with agencies
whi'h are not 'hild support agenPies. it must be introdm'ecl into the.
system amid 'odei1 so that. It is avflilable oflly to officers and einploys
of the c',bild snn'irt nforcemr'it a(erlcy. Gem'rally, disclosre. to in-
divdmuls otJ than oers an'l innloyes of th child sunport en-
foreement agec.y would iot be authorized; however, the information
inv be disclosed to the taxpayer to whom the. information pertains.
This provision is effective on e.nactmeit.

In addition, the conferees agree to amend title III of the Social
Security Act, Grants to States for ITnemployment Compensation
Administration, to require the. State a.gency administhring the unem-
ployment compensation program to disclose directly. upon request a'd
on a reimbinsable basis, to officers or employees of any State or local
child support. enforcement agency any wage information contained in
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the records of the State agency. The agency is also required to estab-
lish safeguards necessary (as determined by the Secretary of Labor in
regulations) to insure that information is used only for purposes of
establishing, and collecting child support obligations from, and locat-
ing, individuals owing such obligations. If the Secretary of Labor finds'
that the State agency has failed to comply with requirements of this
provision, he must notify the agency that. further payments of admin-
istrative costs will not be made to the State until he is satisfied that
there is no longer any such failure. The provision is effective July 1,
1980.



TITLE V—OTHER PROVISIONS RELATING TO
THE SOC!AL SECUUTY ACT

Relationship Between Socia' Security and SSI Benefits

(Sec. 501)

Present law.—Tjndei existing hiw, an individual eligible under both
the OASDI and SSI programs, whose, determination of eligiihility for
OASDI is delayed, can in some cases receive fufl payment under
both programs for the same months. Because SSI benefits are deter-
mined on a quarterly basis, retroactive OASDI benefits are counted as
income for purposes of reducing SSI benefits only for the quarter in
which retroactive benefits are received.

Senate bill.—Tlie Senate bill would require the Secretary to offset,
against retroactive benefits under OASDI, amounts of SSI benefits
paid for the same period. The amount of th offset would equal the
amount of SSI that would not have been paid had OASDI benefits
been paid on time. From the amount of social security benefits offset
under the. provision, States would be reimbused for any amounts of
State. supplementary payments that would not have been paid; the
reinaiiider would be credited to general revenues.

Conference agreement.—The conference agreement follows the Sen-
ate bill effective, with the 13th month after the month of enactment.
The conferees do not intend that. this adjustment of benefit amounts
will have the effect of removing any individual on a retroactive basis
from his status as an eligi'Me individual under the SSI program.

Extension of the Term of the National Commission on Social
Security

(Sec. 502)

Present lau'.—The. terms of the members of the National Commis-
sion on Social Security are to last 2 years, and the Commission itself
will e.xpiu•e Ofl Jaiiuary 11, 1981.

Senzte bil1.—Thie. Senate. bill extended for 3 months the expiration
late of the National Commission on Social Security and the terms'of
its members. TJnder the Senate provision, the Commission's work
and the terms of its members would end on April 1, 1981, and its final
report will be due on January 11, 1081.

Conference agreement.—The conference agreement fo'lows the Sen-
ate bill. The conferees request that the National. Commission also
examnie and report on the serions administrative problems currently
facing the Social Security Administration which include growing
program responsibility without adequate staffing and the effect of the
three reorganizations within the last five years.

(69)
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Depositing of Social Security Contributions with Respect to State
and Local Covered Employnent

(Sec. 03)
Pe.wnt lau'.—Smce 1951 coverage of State and local government

('luployment has been provided through voluntary agreements between
the Federal government and the individual States. The Social Security
Act provides that the regulations of the. Secretary shall be deigned to
make the deposit requirements imposed on the States the same, as far as
practicable, as those imposed on private employers. Present regula-
tions, in effect since 1959, require each State to deposit contributions
wit.h the Federal Reserve Bank and file wage reports of covered em-
ployees within 1 month and 15 days after the close of ah calendar
quarter.

Public Law 94—202 was enacted in 1976 to assure adequate consider-
ation of any change in the deposit requirements. Public Law 94—202
requires that at least 18 months must elapse between the publication
of regulations changing the deposit schedule and the effective date of
the change.

On November 20, 1978, the Department published final regulations
to become effective, July 1, 1980, which will require more frequent de-
posits by the States. The new regulations will require the States to
make. deposits within 15 days after the end of each of the first 2 months
of the calendar quarter and within 1 month and 15 days after the end
of the final month of the quarter.

iSenate biil.—The Senate bill required that, in lieu of the schedule
of deposits called for in the regulation, effective July 1, 1980 the States
would make deposits within 30 days after the end of each month. The
provisions of P.L. 94—202 would not be applicable to changes in regula-
tions that are designed to cairry out this statutory change.

Conference agreemeit.—-•The conference agreement follows the Sen-
ate bill.

Aliens Receiving SSI

(Sec. 504)

Piexent /ew.—Tn order for an alie.n to be eligible for supplemental
seen lily liWOllie payimielits iindei present law and regulations, he must
he hiwfnllv a(llIlittcd for peimnanent residence or otherwise perma-
iwntl residing in the ITnited States "under color of law." An alien
seeking admission to the United States must establish that he is not
likely to l)ecome a public charge. If a visa applicant does not have suffi-
cient resources of his own, a U.S. consular officer may require assur-
ance from a resident of the United States that the alien will be sup-
ported by a "sponsor" in the United States. Legal aliens are eligible
for SSI payments 30 days after their arrival in the TTnite.d States.

Senate bili.—The Senate. bill required an alien to reside in the United
States for 3 years before he would be eligible for SSI. The provision
would not apply to refugees. or to aliens who are suffering from blind-
ness or disability on the basis of conditions which arose after the time
they were admitted to the United States. The provision would also
not. apl)lv in cases in which the support, agreement is unenforceable mm-
der i-lie Immigration and Nationalit.y Act, or in cases in which the
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sponsor fails to provide support and the. alien demonstrates to the
satisfaction of the Attorney General that he did not participate in
fraud or misrepresentation on the part of the sponsor, that he believed
that the sponsor had adequate resources to support him, and that he
could not have reasonably foreseen the. refusal or inability of the spon-
sor to comply with the support agreement.

The Senate bill would amend the Immigration and Nationality Act
to make the sponsor's affidavit of support a legally enforceable contract.
The sponsor must agree that for 3 years after admission of the alien
he will provide such financial support (or equivalent in-kind support)
as is necessary to maintain the alien's income at an amount equal to
the amount the alien would receive if he were eligible for SSI (in-
cluding any State supplementary payment). The agreement could
be enforced with respect to an 'alien against his sponsor in a civil
action brought by the Attorney General or by the alien in a U.S. Dis-
trict Court. It could also be enforced by. any State or political sub-
division which is making payments to the alien imder any program
based on need. In the latter case, the action could be brought in a
U.S. District Court if the amount in controversy were $10,000 or more,
or in the Statecourts without regard to the amount in controversy.
The agreement could be excused and unenforceable under certain spec-
ified circumstances, including death or bankruptcy of the sponsor.
Also, the Senate bill provided that a sponsor who intentionally reduces
his income or assets in order to be excued from his agreement would
be responsible for the repayment of any public assistance provided the
alien during the time the agreement was excused.

Conference agreemen&—The conferees agreed that for purposes of
eligibility for Supplemental Security Income. (SSI) benefits, legally
admitted aliens who apply for SSI benefits after September ,30, 1980
will be deemed to have the income and resources of their immigration
sponsors available for their support for a period of 3 years after their
entry into the United States, unless the alien becomes blind or disabled
after entry. Under the agreement the eligibility of such aliens for SSI
will be contingent upon their obtaining the coperation of their spon-
sors in providing the necessary information to Social Security to carry
out this provision. The provision would not apply to any alien who
is (1) admitted to the United States as a. result of the application,
prior to April 1, 1980, of the provisions of section 203(a) (7) of the
Immigration and Nationalit.y Act; (2) admitted to the United States
as a result of the. application, after March 31, 1980, of the provisions
of section 207(c) (1) of such Act; (3) paroled into the United States
is a refugee under section 212(d) (5) of such Act; or (4) granted
political asylum by the Attorney General.

During the 3 years after entry into the United States, an alien may
be eligible for SST benefit.s on'y if his sponsor agrees to and does pro-
vide such information as the Secretary of Health and Human Services
may require to carry out this provision. The alien and sponsor shall
be jointly and severably liab'e to repay any SSI benefits which are
incorrectly paid because of the sponsor's )roviding of misinformation
or becauus of his failure to report, and any such incorrect payments
which are not. repaid would be withheld from any subsequent pay-
m(91ts for which tlu alien or sponsor are otherwise. eligible under the
oeial Security Act.
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In deeming sponsor's income to an lin under this provision, the
alien's SSI benefit would be reduced by the amount of any income
deemed to him. Income deemed to the alien would be considered un-
earned income and would thus result i a dollar-for-dollar reduction
in benefits (subject to the $20 a month unearned income exclusion).
The amount to be deemed would be equal to the gross income of the
sponsor and his spouse reduced by an nount equal to a full SSI bene-
fit fo,r the sponsor and an amount equal to oxie-haif of a full SSI bene-
fit for each other person for whom th sponsor is legally responsible.
(Income of a child, e.g., AFDC or SSI payments, which is specifically
provided to or on behalf of a child in th household of the sponsor
would not be included.) Except for the deeming pmvision, the alien's
SSI benefit would be computed in the san nnner under existing
law except that in-kind support and maintenance received by an
alien living in the household of the sponsor (or sponsor's spouse) shall
not result in the application of the onethird reduction. Income in
the form of support or maintenance in cash or kind by the sponsor (or
sponsor's spouse) would not be counted as income or resources to the
extent such income or resources is taken into account in detrinining
the aniount of income and resources to be deemed from the sponsor
to the alien.

On the same basis, the assets of th3 sponsor and his spouse would be
determined as under SSL Any rsoux'ces in excess of this amount
allowable under SSI ($1,500 if th sponsor is single, $2,250 for a
couple) would be considered to be resources of the alien in addition to
whatever resoirces the alien has in his own right.

Under the conference agreement, an alien applying for SSI would
be required to make available to the Social Security Administration
any documentation concerning his income or resources or those of his
sponsor (if he has one) which he provided in support of his immigra-
tion application. The Secretary of Hea]th, and Human Services would
also be authorized to obtain copies of any such documentation from
other agencies (i.e., State Department or Immigration and Naturali-
zation Service). The Secretary of HHS would also be required to enter
into cooperative arrangements with the State Department and the
Justice Department to assure that persons sponsoring the immigration
of aliens are informed at the time of sponsorship that, if the alien
applies for public assistance, the sponsorship affidavit will be made
available to the public assistance agency and the sponsor may be re-
quired to provide further information concerning his income and assets
in connection with the alien's application for assistance.

Work Incentive and Other Demoistration Projects under the
Disability Insurance and Supp1enellta1 Security Income
Programs

(Sec. 5O)

Pre8ent law.—The Secretary of Health and Human Services has
no authority to waive requirements under titles II, XVI, and XVIII
of the Social Security Act to conduct experimental or demonstrat.ioi
projects.

Hote8e bili.—The House bill authorized waiver of benefit require-
ments of th DI and medicare programs to allow demonstration proj-
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ects by the Social Security Administration to test ways in vhieh to
trnulate a return to work by disability beneficiaries, aiid reqliire(I
periodic reports and a final report on the findings by January 1, 1983.

Senate biil.—Tlie Senate bill contained a similar provision but i•e-
qiiired an interim report by .January 1, 1983 and fluial on by t ytus
after the date of (naetIl1ent. TIi provision ftirt1ir authorized experi-
ments and demonstration projects which were likely to proniott the
objectives or improve tli* administration of the SSI I)1oglalrl. Tue
provision provided for allocation of costs of all such demonstration
projects to the programs to which the project was most closely re-
lated. In the case of the 551 program, the Secretary was authorized
to reimburse the States for the non-Federal share of payments or costs
for which the State wou1d not otherwise be liable,

The Senate provision also authorized waivers in the case of other
disability insurance demonstration projects which SSA wished to
undertake, such as study of the effects of lengthening the. trial work
period, altering the 24-month waiting period for medicare l)en*fits.
alte.ring the way the disability program is administered, earlier refer-
ral of beneficiaries for rehabilitation, and greater use of private con-
tractors, employers and others to develop, perform or otherwise stimu-
late iiew forms of rehabilitation.

The Senate bill further authorizNl waiver of certain nonmedical
requirements of the human experimentation statue, P.L. 93—348 (such
as conditions of payment of benefits or copayments, deductibles or
other limitations), but requires that tile Secretary in reviewing any
application for any experimental, pilot or demonstration project pur-
.suant to the Social Security Act would take into consideration the
human experimentation law and regulations in making his decision
on whether to approve the application.

Conference agreement.—Tlie conferees agreed to the provisions of
tiH I-Ious( and Senate bills wit ii th exception of the Senate provision
authorizing waiver of certain nonmedical requirements of the human
experimentation statute. This latter provision was deleted.

'With respect to SSI experiments, the Secretary would riot be an-
tliorized to carry out any project that would result in a substantial
reduction in any individual's total income and resources as a result of
hi 1)articipation in the. project. Tii Secretary could not require an
individual to I)articipate. in a l)Iole.ct and would have, to assure that
the voluntary participation of individuals in any project is obtained
through an informed wri tteii consent agreement which satisfies re-
quirement.s stablisiied by the Secretary. The Secretary would also
iiav to assure that any individual could re.vok at. any time his volun-
ta.ry agreement to participate. The Secretary, to the. extent feasible.
would be. required to include, recipients under age 18. The Secretary
would also be, required to include. prolects necessary to ascertain the
feasibility of treating alcoholics arid drug addicts to prevent th onset
of irreversible medical conditions which may result rn permanent
disability.

The new provisions would he apnlicable. to both applicants and
beneficiaries, and would he effective ui)on enactment.
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Provisions Relating to the Terminally Ill

(Sec. 506)

Pre8ent law.—_TJnder the OASDI program the waiting period is the
earliest piriod of 5 consecutive months in which an individual is
under a disability. An individual is determined disabled if h is un-
able to engage in any substantial gainful activity by ieasoii of any
medically determinable physical or mental impairment which can be
expected to result in death or which has lasted or is expected to last for
not less than 12 months. If an individual becomes disabled and applies
for benefits in the same month, the waiting period will be satisfied 5
months after the mo 'th of application. With all other conditions of
eligibility having been met, benefits will be due for the sixth month
after the month in which the disabling condition begins, and will be
paid on the, third day of the seventh month.

The waiting period cannot begin until the individual is insurcd for
benefits (i.e., the individual has satisfied the quarters of cöverage re-
quirements). If the disabling condition bgins before an individual is
insured for benefits, the waiting period can begin only with the first
month in which the individual has insured status.

If a worker is applying for benefits after having been entitled to
DI benefits prBviously (or had a previous period of disability) withm
5 years prior to the current application, the waiting period require-
ment does not have to be met again.

Senate biU.—The Senate bill eliminated the waiting period for per-
sons with a terminal illness, i.e., a medically determinable physical
impairment which is expected to result in the death of such individual
within the next 12 months and which has been confirmed by two phy-
sicians in accordance with the appropriate regulations.

The provision was to be effective for applications filed in or after
the month of enactment, or for disability decisions not yet rendered
by the Social Security Administration or the courts prior to the month
of enactment.

Benefits would be payable beginning October 1980.
Conferenee agreement.—The conferees did not agree to the Senate

provision eliminating the waiting period for persons with a terminal
illness, but. in lieu thereof agreed to a provision authorizing up to
$9 mi1lioi a year to be used by SSA for the purpose of participating
ii a demonstration project relating to the terminally ill which is cur-
rently being conducted by the Department of Health and Human
Service. The purpose of participation is to study the impact on the
ttrniinally ill of provisions of the disability programs administered
by the Social Security Administration. It is expected that this demon-
stration authority and the resulting reports which will be made on
demonstration projects will provide the information necessary to en-
able the. Congress to amend the Social Security Act so as to provide
th kinds of services most appropriate for individuals who are suffer-
ing from terminal illnesses.
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Voluntary Certification of Medicare Supplemental
Health Insurance

(Sec. 507)

Pre8ent law.—No provision in present law.
,Seiate bill.—Under the Senate bill, the Secretary would be requited

to establish, effective January 1, 1982, a voluntary certification pro-
gram for medicare supplemental policies in States that fail to estab-
lish equivalent or more stringent programs. To be certified, a policy
would have to: meet minimum standards with respect to benefits,
simplicity of policy language, informational material for policy-
holders, preexisting conditions and cancellation clauses; and be ex-
pected to pay benefits to subscribers (as estimated, for a period not to
exceed one year, on the basis of actual claims experience and premi-
ums for such policy) equal to 75 percent of premiums in the case of
group policies and 60 percent in the case of individual policies. The
Secretary would be required to submit a report on or before July 1,
1981, to the Committees on Finance, Ways and Means, and Interstate
and Foreign Commerce which identifies those States that the Secretary
finds cannot be expected to have established a qualified State regula-
tory program by January 1, 1982. The Federal voluntary certification
program would be put into effect on January 1, 1982, in States that are
so identified unless legislation to the contrary is enacted.

Upon conviction, a fine of up to $25,000 and imprisonment for up to
5 years could be assessed for: (a) furnishing false information to ob-
tain the Secretary's certification; (b) posing as a Federal agent to sell
medicare supplemental policies; (c) knowingly selling duplicative
policies; and (d) selling supplemental policies by mail in States which
have not approved, or are deemed not to have approved, their sate.

The Secretary, in consultation with regulatory agencies, insurers
and consumers, would be required to study and submit a report to the
Congress by July 1, 1981, concerning the effectiveness of various State
approaches to regulation of medicare supplemental policies, and the
need for standards for health insurance policies sold to the elderly
which are not subject to voluntary certification. On January 1, 1982
and at least every 2 years thereafter, the Secretary would be required
to report on the effectiveness of the voluntary certification program
and the criminal penalties stablished by the bill.

(7 nJ( ince ag ,eem4nt.—Tl1e conference agreement foll QWS tIu
Senate bill with tln followiig modifications. The voluntary certifica-
tion program would be effective July 1, 1982. To be certified under
this program, a medicare supplemental policy (including any cer-
tificate issued the.runder) would have to: (a) meet or exceed the
standards with respect to medicare supplemental policies set forth in
the "NAIC Model Regulation to Implement the Individual Accident
and Sickness Minimum Standards Act," as amended and adopt1
by the National Association of Insurance Commissioners on June 6,
1979 (including the standards relating to minimum benefit provi-
sioms. preexisting condition limitations, full disclosure, and requiring
a no loss cancellation clause); and (b) be expected to pay benefits to
subscribers (as estimated for the entire period for which rates are
computed to provide coverage, on the basis of incurred c'aims ex-
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perience and earned premiums for such period) equal to 75 percent of
premiums in the case of group policies and 60 percent in the case of
individual policies. (For purposes of determining whether the loss
ratio requirement has been met under the voluntary certification
program, policies issued as a result of solicitations of individuals
through the mails or by mass media advertising would be deemed
to be individual policies.) The Secretary would be empowered to au-
thorize the use of an emblem by an insurer, in accordance with con-
ditions to be specified by the Secretary, to indicate that a policy
has been certified as meeting the standards and requirements of the
voluntary certification program. It is expected that one such condi
tion will be a requirement. that the insurer agree to notify policy-
holders of the los of certification in the event the Secretary deter-
mines that the poilcy no longer satisfies the standards and require-
ments of the voluntary certification program. It is also expected that
the Secretary act in a manner consistent with the will of the State to
prevent unf air competition in the use of the emblem.

The voluntary certification rogrwm would not be applicable to any
policy issued in any State which is determined to have implemented
under State law a regulatory program that provides for the applica-
tion of standards with respect to all medicare supplemental policies
(as defined in the. Senate bill) that are equal toor more stringent than
the standards relating to medicare supplemental policies contained
in the NAIC Model Regulation as amended and adopted on ,June 6,
1979; and the. loss ratio requirements for individual or group policies
applied under the voluntaiy certification program. Such determina-
tions as to whether a State's regulatory program meets these standards
and requirements would be made by a Supplementary Health Insur-
ance, Panel, appointed by the President, and consisting of four Insur-
ance Commissioners (or Superintendents) and the Seort.ary. On or
before January 1, 1982, the Panel would preparea report (for inclusion
in the report to be submitted by the Secretary ori January 1, 1982) to
the appropriate Committees of the House and the. Senate identifying
those States that, the. Panel finds cainot be expected to have imple-
rnente.d a. qualified regulatory program by July 1, 1982. The Federal
voluntary certification program would be. put into effect on July 1,
1982. in those States so identified by the Panel. Where a State which
the Panel had expected to have implemented a qualified regulatory
program by July 1. 1982, has not actu ally done so, the voluntary ce.rti-
fint.ion 1uogiam would be applicable to such State until the panel
deteriiiines aini reports to the, Secretary t,hat the State has imple-
mente(1 an ipprovd program. It is expected that the Panel will act
promptly and that. all determinations of the Panel would be promptly
submitted to the Secretary for implementation.

Althouigh the Panel's sole. responsibility is to evaluate. State regula-
tory programs against the test that the State program is at least equal
to the. NATC standards and t.he prescribed loss ratio requirement, the
bill iniludes language referring to "more stringent" standards. How-
ever. this lanmuae was not. included for use as a benchmark by the
Panel. hut, rather only to avoid the implication of any intent to encour-
ae States to limit their remulatorv nrograms to the. minimal 1eve. On
the contrary, the conferees' intent is to assure. that. States are encour-
ag('d to implement such regulatory progranis as they det.e1ffiine are
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appropriate to their needs and that if a State regulatory program is at
least equal to the standards and requirements provided for in the bill
it would be approved by the Panel.

The delivery of 'a medicare supplemental policy by mail into a State
which has not approved the sale of such a policy in the State. would
be stib;ct to Federal criminal penalties unless such policy: (a) has
been certified by the Secretary or approved by the State in which the
policy is issued as meeting the standards and requirements of the vol-
untary certification program or the Sthte's approved regulatory pro-
gram, as the case may be, or has otherwise been deemed approved in
accordance with provisions of the bill; and (b) the State into which
the policy has been delivered has not specifically disapproved the pol-
icy for sale in the State.

The conferees have defined the place of issuance of a policy to be the
State in which the policyholder resides in the case of an individual
policy, and the State in which the holder of the master policy resides
in the case of a group policy. The intent of the conferees is to allow
an insurer to know which State its policy is considered to be issued in,
and consequently to know whether it is issued in a State having an
approved program. Nothing in this provision is intended to affect the
rights of any State to regulate, in accordance with State law, policies
which, under this definition, are considered to be issued in another
State.

The, Senate bill excludes group health policies of one or more em-
poyers or 'abor organizations from the definition of "medicare sup-
plemental policvq" and from the, prohibition of knowingly selling a
duplicative health insurance policy to a medicare-eligible individual.
since such policies are not designed as supplementai policies and are
sold to afl age categories within the group's membership. The con-
ferees recognize that many professional, trade and occupational asso-
ciations also offer group health p'ans to their respective memberships.
The intent is that such association, should not be treated differently
than employers or labor organizations if the association: (a) is com-
posed of individuals all of whom are actively engaged in the same pro-
fession, trade or occupation; (b' has been maintained in good faith for
purposes other than the obtaining of insurance.; and (c) has been in
existence for at least two years prior to th date of its initial offering
of such policy or plan to its members.

The Secretary's ve.port on the results of the required study of State
approaches to the. regulation of supplementary policies would be sub-
mitted on January 1. 1982; 'and the first of the periodic reports on the
ffectiv'ness of the voluntary certification program and the criminal
penalties would be, due July 1, 1982.

Inclusion in Wages of FICA Taxes Paid by the Employer

Present 7aw.—Sec. 209(f) of the Social Security Act ,nd Sec. 3121
(a) (6) of t'he. Intrnal Revenue Code provide that payment by the
employer of the ernpovee F.If.A. tax liability is excluded from the
definition of wages for soeia security payroll tax and benefit purposes.
Althouh sudh a Tayment. by the employer constitutes additional corn-
pensa.ton includable for income tax purposes, existng law specifially
('x('mpts such m amount. of additional compensation frGm socia.l e-
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cirity taxes. The net effect is that, for a given level of totaJ coinpensa-
tion (wages plus employer payment of the employee share of social
security tax), somewhat lower social security taxes would be payable
by tihe employer if he pays the employee F.I.C.A. tax instead of with-
holding it from the employee's wages.

$enate bill.—The Senate bill required that, with respect to remunera-
tion paid after 1980, any amounts of empJoyee F.I.C.A. taxes paid by
an employer will be considered to constitute wages for both social
security tax and benefit purposes but that this change will not apply
in the case of payments made on behalf of employees of (1) small busi-
nesses (as used in the administration of section 7(a) of the Small Busi-
ness Act), (2) of State and local governments, (3) of nonprofit orga-
nizations, and (4) persons employed as domestics.

Conference agreement.—Phe conferees have agreed to delete this
provision of the Senate bill. Wihile the Senate amendment would nar-
row the scope of the present law exclusion from wages, the conferees
are concerned that its enactment would lend countenance to expanded
utilization of the remaining exclusion. The conferees believe that
this is a.n important issue in its own right, deserving further study
and consideration by the Congress. The result of the conferees' deci-
sion is that present law remains in force.
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WAIVING CERTAIN POINTS OF OE
DER AGAINST THE CONFERENCE
REPORT ON H.R. 3236, SOCIAL SE-
CURITY DISABfl1TY AMEND-
MENTS OF 1980
Mr. PEPPER. Madam Speaker, by di-

rection of the Committee on Ru1es I call
up House Resolution 673 and ask for Its
Immediate consideration.

The Clerk read the resolution, as
follows:

B. B. 673
Resolved, That upon the adoption of this

resolution it shall be in order to consider,
sections 303(a)(4) and 401(b)(1) of the
Congressional Budget Act of 1974 (PubUc
Law 93—344) to the contrary notwithitand-
Ing, the conference report on the bill (Bit.
3236) to amend title U of the Social Security
Act to provide better work incentives and
Improved accountability In the disability
insurance program, and for other purposes,

i'i1 jolnts of order against the confer-
anc rol't for failure to comply with the
provllons of clauses 3 and 4, Tale XXVIII
are arEby wstved.

The k'EAKER pro tempore. The
gentleman from Florida (Mr. PEPPER)
is recognized for 1 hour.

(Mr. PEPPER asked and was given
per lion to revise and extend his

r, PPER. Madam Speaker, I Yield
the usual 20 minutes for purposes of
dobate only to the able gentleman from
Missouri (Mr. TAYLOR), pending which
Y yield myself such time as I may con-
sums.

May . en behalf of the majority of
the Rules Committee, commend and wel-
come to his first handling of a rule on
the floor, the distinguished gentleman
from Missouri, who has recently become
a member of the Committee on Rules.

I am sure that he will do his job with
ecCcellence, and he Is to be commended.
I wish him a long and happy life upon
the Committee on Rules and many other
inieceseful handling of rules on the floor.

Madam Speaker, the resolution today
Is Rouse ResolutIon 673. It Is a rule pro-
viding for the consideration of the con-
ference report on ER. 3236, the Social
Security Disabifity Amendments Act of
1979. The rules waives various points of
order against consideration of the con-
ference report.

Madam Speaker, may I just say by way
of a personal expression that I oppose
certain provisions of this bill, the Social
Security Disability Amendments Act of
1979, but the House chose to preserve the
MU as It was presented by the distin-
guished gentleman from Texas, my de-
voted friend (Mr. PIcKLE). I am sure
that no one could have presented the bill
more ably and with more sincerity and
dedication than he did. If experience
proves that further amendments should
be made in this act, I am sure that he
will always be attentive to consideration
of those proposals and will give them
fair regard so that the ends of justice for
the poople of this country might be best
served.

The rule waives section 303(a) (4. of
the Congressional Budget Act, which
provides that consideration of new
spending authority Is not in order before
the odoption of the first budget resolu-
tion. This waiver is necessary because,
by sncndIng the social security disabil-
ity insurence program and other eec-
tiour of the Social Security Act, H.R.
3236 creates new entitlement authority
beginning In fiscal 1981.

The rule also waives section 401(b)
(1) of the Budget Act which provides
that It Is not In order to consider legis-
lation creating entitlement authority
which would be effective before the be-
ginning of the next fiscal year. This
waiver is necessary because section 404
of the conference report creates entitle-
ment authority which would be effective
on July 1, 1980.

Section d4 allows Federal mstcling
payments for child support duties per-
formed by State and local court person-
nel. The Budget Committee suportq
both of these Budget Act waivers. In hl
letter to the Committee on Rules, the
distinguished chairman of the Budget

Committee, the gentleman from Con-
necticut (Mr. GrAiMo), pointed out that
there Is ample precedent for these waiv-
ers because of the difficulty restructuring
entitlement programs without technical
violations of the Congressional Budget
Act. The gentleman noted that enact-
ment of HR. 3236, as reported by the
conferees, will result in savings of $6
million In fiscal year 1980 and $70 mil-
lion In fiscal year 1981. These legislative
savings are assumed In the budget res-
olution for fiscal years 1980 and 1981
now In conference.

The rule also waives clause 3 of rile
XXVIII against consideration of he
conference report. This rule limits, the
Members will recall, the contents of the
conference report to the scope of differ-
ences between the two Houses. This
waiver in this case is needed primarily
because enactment dates for various pro-
visions of N.E. 3236 were changed by the
conferees. Other compromises forged by
the conferees also are technical scope
violations.

0 1050
A pilot project involving State services

to severely handicapped individuals who
are not eligible for supplemental security
Income payments, an expansion of a So-
cial Security Administration project cx-
sming the effect of social security dis-
ability programs on the terminally ill,
and the standards for Federal certifica-
tion of Medi-Gap insurance policies fail
into this category.

I will say that I am very much pleased
that the conferees brought to the House
in this bifi from the conference the so-
called Medi-Gap bill of which I was the
author in the House, which will do much
to protect the elderly people in this
country against many abuses which have
been perpetrated against them by some
unscrupulous agents of some unscru-
pulous insurance companies.

We had in the course of our hearings
an example in the State of Illinois, I be-
lieve it was, of an elderly lady who
owned a farm, who had to mortgage her
farm to get I believe $15,000 to pay the
premiums on some 70 or 80 insurance
policies, which over a course of 2 or 3
years had been sold to her by unscru-
pulous agents of some unscrupulous in-
surance companies.

We find, for example, the growth of
the practice of selling insurance by mall.
That would mean that a company in the
District of Columbia could sell an elderly
person in my State of Florida an insur-
ance policy by mail. If there were fraud
perpetrated upon that purchaser, the
only redress would be for that individual
to come to the District of Columbia and
get a lawyer and bring suit here, with
all the attendant expense and difficulty
that it would entail.

Sometimes there are cancer policies,
which would especially appeal to fraud
in many cases, the obligation of the in-
surance policy would be in a long cir-
cuitous sentence that a Philadelphia
lawyer could hardly unravel or under-
stand. Yet it was a practice to take
advantage of these policies with many
people.

So this Medi-Gap bill adopts the prin-
ciple of what we call the Good House-
keeping Seal, whereby the companies
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may submit their policies and their
practices to a Government agency rnd
if they are approved, there will be a cer-
tificate of issue and we hope the elderly
will be advised when somebody cemes
up with what looks like maybe a ques-
tionable insurance policy. That thdi
vidual could say, "I Want to see your
certificate. Have you got a certificate
that your policies are fair and your
practices are fair?"

So I want to commend the distin-
guished gentleman from Texas and
others who had a part In this confer-
ence for including this provision In the
conference report.

Finally, the rule, waives clause 4 of
rule XXVIII, which would permit points
of order based on germaneness. This
waiver is needed for several reasons.
First, the other body chose to include
changes in the SSI disability program
in its version of the bill. These revisions
were not contained in the House version
of H.R. 3236, but were addressed in HR.
3464. the SSI disability amendments of
1979, which passed thHouse on June 6,
1979, by a vote of 374 to 3.

Second, the version of H.R. 3236
passed by the Other body contains
amendments for aid to families with
dependent children and child support
programs. Similar items were considered
by the House when it passed H.R. 49O4
the Social Welfare Reform Amendments
of 1979 on November 7, 1979, by a vote
of 222 to 184.

Third, the other body included a pro-
vision establishing a program designed
to eliminate abuses in the sale of Medi-
Gap insurance to the elderly. The con-
ferees agreed to adopt this provision.

Madam Speaker, this rule will allow
the House to work its will on the excel-
lent work of the conferees and I urge
my colleagues to support both the rule
and the conference report.

Madam Speaker, I yield to my distin-
guished friend, the gentleman from New
York (Mr. BIAGGI),

Mr. BIAGGI. Madam Speaker, I
thank the gentleman for yielding.

I would like to take this opportunity
to commend the gentlenian from Florida
for his extraordinary work and his
aeadership in investigating the Medi-
Gap insurance frauds on which I was
privileged to participate.

From the testimony, it Is quite evident
that the Select Committee on Aging
once again performed well and serves
as an important supplement to the
standing legislative committees. It is
this kind of work that justifies its con-
tinued existence and also the gentle-
man's leadership in this area of concern
for the elderly is once again manifest.

The experience of abuse, we were
confronted with was the most cruel and
most horrible experience and treatment
of the elderly y the established insur-
ance companies. Day after day, they
worked their fraudulent practices. Hope-
fully with the enactment of this con-
ference report, that will cease; at least,
I am certain it will diminish.

Risking the hazard of being repeti-
tious, I simply must again commend the
gentleman from Florida (Mr. PEPPER)
for his leadership and his extraordinary
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nd abiding commitment to the elderly.
Mr. PEIPER. Madam Speaker, L

thank the distinguished gentleman from
New York very much for his kind wordB.

While this Me41-Gap amendment bear8
my name, and i have worked, of course,
on it; but it is the work of the Select
Committee on Aging and one of those
who made the most significant contri-
bution to its passage, growing out of
our long hearings on the subject, was
the distinguished gentleman from New
York (Mr. BIAGGI).

Madam Speaker, I yield to the able
gentleman Xrm MlssourA Mr. TAYLOR).

tMr. TAYLOR asked and was given
permission to revise and extend his re-
marks.)

Mr. TAYLOR. Madam Speaker, the
disLinguisled gent1emn from Florida
was very generous in his praise and for
that I want to express my appreciation
and ior the opportunity of servmg on the
(iominxttee on Rules and for the cordIaJ-
ty that has been accorded me since I
assumed that position.

Madam Speaker, House Resolution 673s a nue waiving certain points of order
against the conlerence report to the bill.
H.R. 3236, the Social Security Disability
Amendments of 1980. Specifically, thiB
rule contains four waivers against the
conference report. The first waiver Is of
section 303(a) (4) of the Congressional
Budget Act of 1974 whkch prohibits the
authorization of new spending authority
before the first budget resolution Is
adopted. According to the testimony we
received in the Rules Committee from
the gentleman from Texas (Mr. PIclcz.E)
and the gentleman from Califoriia (Mr.
CORMAN), this waiver is necessary be-
cause the conference report contains
severai sections involving what may be
defined as new entitlements which be-
gin in fiscal 1981, and, as my colleagues
are aware, we have not yet adopted the
final version of the fiscal 1981 first con-
current resolution on the budget.

The second waiver is also a budget
waiver—section 401(b) (1) of the Con-
gressional Budget Act of 1974 which pro-
hibits the enactment of new entitlement
authority before October 1 of the current
calendar year. This waiver Is necessitat-
ed by the fact that one section of the
conference report includes what may be
defined as a 1980 entitlement with re-
spect to SSI.

The rule also waives clause 3 of rule
28 which limits the contents of a confer-
eiice report to the scope of the differ-
ences between the two Houses; Again, as
was testified before the Rules Commit-
tee, because of an effort to spread out
startup administrative costs so that
they would not be a burden either to the
administration or to the congressional
budget, and because of a concern that
the conference maintain the promise of
both the House and Senate Committees
that no benefit changes would affect
anyone currently on the rolls, several
effective dates were changed in the con-
ference reports to dates later than either
the House or Senate version, thus violat-
ing the scope rule on conference reports.

The fourth waiver in. this rule is
against clause 4 of rule 28—the ger-
maneness rule on conference reports. In
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this regard, I think it should be noted
that the Senate combined H.R. 3236, re-
garding the 8ocial security disability pro-
gram, with H.R. 3434, a House-passed
bill which make8 often Parallel changes
in the supplemental security income dis-
ability program. The Senate also made
other changes in the SSI program, in-
cluding changes regarding the eligibil-
ity of aliens for benefits. The germane-
ness problems arises from two sources:
First, the Senate added to this bill several
provisions regarding the AFDC program;
and second, the Senate added to this bill
a program to increase protection for our
elderly citizens purchasing the so-called
Medi-Gap health insurance policies
which are designed to provide additional
health protections which are designed
to provide additional health protections
n areas not covered or not fully cov-
ered by medicare. This particular legis-
lative proposal has had as its chief pro-
ponent our esteemed colleague on the
Rules Committee and the chairman of
the Select Committee on Aging, the gen-
tleman from Florida (Mr. PEPPER).
These two provisions may not have been
germane to the original bill as passed by
the House, thus nece6sitating this final
waiver in the rule. But I think it should
be pointed out to my colleagues that the
President and some 220 House Members
have formally petitioned the conference
committee to maintain the Medi-Gap
provision in the final version of H.R.
3q36.

In support of this rule, I would make
three additional points. Nearly all of the
issues in this conference report have

'been fully debated In the House, accord-
ing to our two witnesses from the Ways
and Means Committee—even if not in
the context of this particular legisla-
tion. Second, with regard to the two
budget waivers, the Budget Committee
has polled its members and no one on
the Budget Committee objects to the two
budget waivers contained in this rule.
And finally, this rule was unanimously
adopted by the Rules Committee on a
voice vote. For these reasons, I urge
adoption of the rule.

Mr. PEPPER. Madam Speaker, I yield
such time as he may need to the dis-
tinguished gentleman from Texas (Mr.
PICKLE).

(Mr. PICKLE asked and was given
permission to revise and extend his re-marks.)

Mr. PICKLE. Madam Speaker, I rise
in support of this rule. As chairman of
the subcommittee which originated this
legislations I can testify that it has had
a long and complicated history. But, it is
a good bill, and the House ought to
complete action on it today. There is
nothing in this bill which has not al-
ready been the subject of long study and
debate, and it is time to move on to othermatters.

A waiver of points of order is neces-
sary because the Senate combined the
original House bill H.R. 3236 with por-
tions of other House-passed legislation,
especially HR. 3464, and because the
Senate also added to this legislation a
program of increased control over the
so-called Medi-Gap policies. It is also
necessary because the bill has been un-
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der consideration for some time. This
prompted the conferees to change some
eYective dates so that they would be rea-
sonable and so that no current benefi-
ciaries would be accidentally affected by
enanges in the program.

A waiver is also needed because the
ting of consideration of this legis-
lation encounters diculties with certain
portions of the Budget Act. However, the
Budget Committee has reviewed these
matters and has given its approval to a
waiver.

I urge, therefore, that this rule be
passed so that the House can proceed
expeditiously and complete action on he
conference report.

Madam Speaker, may I also say in re-
sponse to the gentleman from Florida,
that as chairman of the subcommittee
which originated the legislation and
which is the subcommitee attempted to
bring out a good bill, we recognize that
the gentleman from Florida did not
agree with all provisions of the 'bill and
the gentleman from Florida showed his
opposition in the Committee on Rules
and on the floor; but the gentleman did
it in a manner that was meritorious and
in a gentlemanly fashion that is so typi-
cal of the services of the gentleman from
Florida.

We did make some modifications with
the Senate. The bill we passed may not
be perfect and we will have to study and
watch it n the years to come. We will do
that and I give the gentleman that
assurance.

I also would recognize the part the
gentleman played In the MecU-Gap in-
surance. While we did not include In the
conference report the amendment
exactly as recommended by the other
body, we have checked it back with the
States and said, "You must get your
house in order," and we give them time
to do it. We leave it to the States so that
we do not get into the question of juris-
diction of the Congress over insurance
matters.

Madam Speaker, the committee has
been asked two questions about the na-
tional panel. First, we have been asked is
it the intent that the panel make Inde-
pendent determinations with respect to
whether a State regulatory program in-
cludes standards which are euaFto or
more stringent than the standards cork-
tamed In the model regulation approved
by the National Association of Insurance
Commissioners?

The answer is that the national panel
would independently make the determi-
nations, using criteria and detailed
definitions based upon the language of
this act which it, rather than the De-
partment of Health and Human Services,
develops.

Second, we have been asked since
there may be situations in which a State
Implements a regulatory program after
January 1, 1982. and before July 1, 1982,
when the voluntary certification program
is effective, is it the Intent that the panel
promptly review the State program and
make its determination on a timely
basis?

It was the undeTstanding of the con-
ferees that in every case, both prior to
and alter the effective date of the volun-
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tary program, the panel would promptly
review and make a determination on the
State program. In the particular situa-
tion descr bed by my colleague, it is the
intent that the Panel make its determi-
nation, if at all possible, prior to the
effective date of the voluntary program.

Let me also say we would not have
taken this action on the Medi-Gap ques
tion had it not been for the perseverance
of the gentleman from Florida and many
that signed the petition with him; so I
commend the gentleman for his work in
that field and for his constant care for
the poor and for the elderly and for all
those that need human services. The
gentleman fiom Florida is an extraordi-
nary individual.

Madam Speaker, I rise in support of
this rule and hope we can pass it and
then pass the bill, because it is land-
mark legislation.

Mr. 'k'1R.. Madam Speaker, a num-
ber of our cofleagues have anticipated
that sometime there would be a Pickle-
Pepper bill that would come forth in this
House. Now that we have a Pepper rule
and a Pickle bill, we have achieved that.
I hope the Pepper rule and the Pickle
bill will both be adopted.

Madam Speaker, I move the previous
question on the resolution.

The previous question was ordered.
Thereso1utIon was agreed to.
A motion to reconsider was laid on the

table.
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CONFERENCE REPORT ON HR. 3236,
SOCIAL SECURITY DISABILITY
AMENDMENTS OF 1980
Mr. PICKLE. Madam Speaker, I call

up the conference report on the bill
(H.R. 3236) to amend title II of the So-
cial Security Act to provide better work
incentives and linproved accountability
in the disability Insurance program, and
for other purposes.

The Clerk read the title of the bill.
The SPEAKER pro tempore. Pursuant

to the provisions of clause 2, rule ]OCVIII,
the conference report Is considered as
having been read.

(For conference report and statement,
see proceedings of the House of May 13,
1980.)

The SPEAKER pro tempore. The gen-
tleman from Texas (Mr. PICKLE) will be
recognized for 30 minutes, and the gen-
tleman from Texas (Mr. ARCHER) will be
recognized for 30 minutes.

The Chair recognizes the gentleman
from Texas (Mr. PICKLE).

Mr. PICKLE. Madam Speaker, I yield
myself 30 minutes.

(Mr. PICKLE asked and was given
permission to revise and extend his re-
marks and to include extraneous mat-
ter.)

Mr. PICKLE. Madam Speaker, the
House earlier adopted the rule on this
conference report. The chairman of the
Committee on Ways and Means, the
gentleman from Oregon (Mr. ULLMAN)
would be here to present the conference
report but because the gentleman is in-
volved in a markup before our commit-
tee, he has asked us to proceed with this
measure. I hope that the gentleman from
Oregon, the gentleman from California
(Mr. CORMAN), and other members of
the committee will be able to join us
shortly.

Madam Speaker, I urge approval of
the conference report on the bill H.R.
3226. The bill makes immediate improve-
ments in the social security thsability
program. It also makes changes in the
SSI, the AFDC, and child support pro-
grams and provides for increased super-
vision of medicare supplementals or,
that is, Medi-Op policy.

This legislation as we said in the dis-
cussion of the rule, has been in the mak-
ing for 4 or 5 years. Most of the points
in this bill have been discussed, debated,
and studied for a long time. I think now
it is time to pass thi& measure because I
think it will serve as a landmark for the
better and more effective operation of
the disability program.

Madam Speaker, few programs have
been more difficult to administer but few
programs also are more linportant to the
American people than the socia secu-
rity disability program.

The long history of this bill has shown
it is possible for Members of both parties
to work together for a bill they would
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think would be an improvement in this
program. Madam Chairman. I would
commend the leaders of my subcommit-
tee, particularly the gentleman from
Texas (Mr. ARCHER) and the ranking
Democrat (Mr. JACOBS) for their help, s
well as the cooperation of the gentleman
from New York (Mr. CONABLE) and the
gentleman from Oregon (Mr. ULLMAN).

Madam Speaker, I would also say to
the House we have had excellent coop-
eration by the gentleman from California
(Mr. C0RMMi).

Madam Speaker, the rule adopted re-
quires the waiver of certain points of
order because of the other body put into
this bill some of the provisions of the
881 and the AFDC program which was
an Invasion of t?he jurisdiction of the
gentlem,n from California. It has been
a difficult matter for us to work out many
of these problems but I want to commend
the gentleman from California for his
understanding and for his cooperation
because we have come together with most
of the bill points in full agreement and
it has enabled us to proceed. I do want
to pay my respect to all these people.

The real importance of this legislation,
Madam Speaker, is not so much the
changes we made in the cap or the drop-
out years, but in the Incentive for the
return to work of people who are disabled
or handicapped. We are trying to remove
from these people this heavy sword that
hangs over their heads that they might
not have a sufficient work trial period,
that they might lose their medicare or
that they might lose their eligibility for
these programs and that In turn If they
could not get reduction on certain extra
linpairment expenses, that would be held
against them with respect to their SGA
amount.

Madam Speaker, we have given them
those assurances and that kind of incen-
tive to return to work we think is the
most important part of this Whole bifi
and will prove to be so in time to come.

We have made other changes in the
area that have been mentioned, particu-
larly in the Medi-Gap field and I com-
mend the gentleman from Florida (Mr.
PEPPER) for his cooperation.

Madam Speaker, this bill is a good bill.
It should be adopted. I recommend it to
the House for immediate passage.

I reserve the balance of my time.
The SPEAKER pro texnpore (Mr.

MURTHA) . The gentleman from New York
(Mr. CONABLE) is recognized for 30 min-
utes.

Mr. CONABLE. Mr. Speaker, I yield
such time as he may consume to the
gentleman from Texas (Mr. ARCHER).

(Mr. ARCHER asked and was given
permission to revise and extend his rc-
marks.)

Mr. ARCHER. Mr. Speaker, I support
the conference report on H.R. 3236.

The basic oil, designed to make im-
provements in the disability insurance
program, began life 6 years ago in the
Ways and Means Committee's Subcom-
mittee on Social Security. In its slow
and cautious development, a number of
proposals—some of them mine—were
considered, but eventually set aside, be-
cause they were deemed too controversial.
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The aim was to prepare a bill that would
enhance the program yet be of such mod-
est dimensions that both Houses of the
Congress could approve it rather easily.
Despite this effort to produce legislation
that would be universally acceptable,
H.R. 238 nevertheless managed to draw
some opposition before it finally was ap-
proved by this body, 235 to 162, about
8 months ago, In September 1979.

Nearly 5 months later, on January 31
of thi3 year, the other body approved the
bill, 87 to 1, but not before it had added
numerous amendments, most of them
dealing with public assistance portions of
the Social Security Act.

In keeping with the slow progress of
the bill itself, the conference on H.R.
3236 consumed weeks. Although a few
provisions related to the disability insur-
ance program required extensive discus-
sion before agreement could be reached,
most of the controversy within the con-
ference centered on items outside the so-
cial security system's fundamental ele-
ments.

One of the most difficult items to
resolve was the so-called Medi-Gp
amendment, to provide some control
over health insurance policies sold as
supplements to medicare. The conference
agreement, attained after days of ne-
gotiations, would establish a voluntary
certification program, effective in July
1982. The program would not apply
in States with standards for such poli-
cies which meet, or exceed, standards set
by the National Association of Insurance
Commissioners.

Although the resolution of this issue
hardly could be termed ideal, it does rep-
resent what a majority of conferees felt
was a workable compromise—and the
only one possible within the framework
of that conference.

With respect to the amendments re-
lated to public assistance, I think it can
be said fairly that they mark an overall
improvement in the law. Let me Just cite
one example. Under current law, an alien
can—and many aliens have—become
eligible fo public assistance under the
supplemental security income (SSI) pro-
gram only 30 days after arriving on our
shores. Under the conference agreement,
a legal alien would not automatically be
eligible for SSI during the first 3 years
of residence in this country. Within that
pericd, an alien could receive SSI pay-
ments only in limited circumstances, in
large part because the income and re-
sources of the linmigration sponsor
would be taken into account in deter-
mining the alien's SSI eligibility.

This one amendment dates back to
legislation offered several years ago by
our late colleague, Bill Ketchum of Call-
forna. It does not equal the original, and
some of us would prefer a more rigid set
of restrictions, but the conference agree-
ment is a long step in the right direction.
and it is infinitely better than present
law.

As far as the primary legislation in
this conference report is concerned,
there were relatively slight differences
between the approaches taken by this
body and those taken by the other body.
Therefore, agreements were reached
more easily, and the end result is one
that I can endorse.
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H.R. 3236 would, among many other
things, lower maximum family benefits
In future disability Insurance cases, but
not to a punitive extent. Under current
law, it Is possible for total payment to a
a disabled worker and dependents to ex-
ceed, In purchasing power, the net In-
come which the family had when the
worker was well and on the Job. The bill
would reduce that poesibility, affecting
relatively few disability Insurance cases.

This, and a few other changes In the
bill, were designed to curb some disin-
centives to work. An even greater num-
ber of provisions were designed to im-
prove incentives to work, and these
clearly must be seen as liberalizations of
the program. One of these—which I de-
veloped and introduced in subcommit-
tee—would permit severely disabled
workers to deduct, from earnings levels
affecting their eligibility for benefits,
those extraordinary expenses which en-
able them to get around and go to work.
I am particularly pleased about this pro-
vision, because I believe it will remove an
unfair impediment to many paraplegics,
quadraplegics, and others with severe
impairments who want to leave the
benefit rolls and earn a living, but are
discouraged because they would have to
bear such a high cost In special devices,
equipment, medicines, and services.

HR. 3236 Is laden with equally signifi-
cant Improvements in other aspects of
disability insurance, one of the two pro-
grams which make up our Nation's social
security cash benefits system. These
changes In title 11 of the Social SecurAty
Act, Joined with numerous amendments
to additional titles of the act, form an
acceptable package—one that should
help both the recipients of Federal bene-
fits and those who pay fr those bene-
fits, the American taxpayer.

0 1130
Mr. CORCORAN. Mr. Speaker, will

the gentleman yield?
Mr. ARCHER. I yield to the gentle-

man from Illinois.
(Mr. CORCORAN asked and was

given permission to revise and extend
his remarks.)

Mr. CORCOAN. Mr. Speaker, I rise
in support of the conference report to
acconipany H.R. 3236.

When H.R. 3236 was considered by
the Senate earlier this year, an amend-
ment which s designed to curb certain
abuses of the supplemental security in-
come program by newly arrived aliens
was added by Senator CHARLES PERCY
of Illinois. This amendment was orig-
inally contained In 5. 1070 which was
introduced by Senator P!tcY and H.R.
5197, which I introduced on September 7,
1979. I introduced a similar bill in the
95th Congress.

Our current immigration law requires,
as a condition of entry for certain cate-
gories of aliens, that they have a spon-
sor who Is a citizen or permanent resi-
dent of the United States. As a condi-
tion for graiiting an immigration visa
to the alien, the sponsor promises the
Government that the immigrant will
not become a public charge. The law,
however, permits a new immigrant to
apply for and recetve supplemental se-

curity income (SSI) beneft8 only 30
days after arrtval in the country. Be-
cause the courts have ruled that the
sponsor's promise to support the immi-
grant is nothing but a "moral obUga-
tion," many sponsors choose to take ad-
vantage of this loophole and have re-
neged on their promises of assuming
full financial responsibility for the new-
ly arrived alien. As a result of this loop-
hole In the law, responsibility or finan-
cial support of the immigrant Is shifted
from the immigrant and his sponsor to
the taxpayers.

The Percy-Corcoran provision closes
this loophole by requiring 3-years
residency in the United States for an
alien—other than a political refugee—
to qualify for SSI, unless blind or dis-
abled subsequent to entering this coun-
try. Also, their sponsors are required to
agree in a legally enforceable affidavit
to support the alien financially, for 3
years at a level necessary to maintain
the alien's income at the amount to
which the alien would be entitled, If he
were eligible for SSI.

While the final version of, this pro-
vision is not as strong as my original
bill, I believe that the documentation
which is requ1rd to be submitted to the
Secretary of Health and Human Serv-
ices by the sponsor and immigrant in
order that an alien may be eligible for
SSI benefits during the 3 years after
entry into the United States provides
sufficient safeguards so that the abuses
of our immigration laws will be curbed.

I would, therefore, urge my cofleagues
to accept this provision which will cor-
rect this situation which has outraged
the American public for several years
and vote for the conference report.

Mr. ARCHER. I thank the gentleman
for his comnents.

Mr. CONABLE. Mr. Speaker, will the
gentleman yield for a further comment?

Mr. ARCHER. I will be happy to yield
to the gentleman from New York.

Mr. CONABLE. Mr. Speaker, not only
our former colleague from California, the
late Bill Ketchum, but Senator PERCY
also took a considerable interest In this.
So, the gentlemans Interest s shared
by a fine legislator from his State. There
was a good deal of interest in it.

I must say, the fact that we are clamp-
ing down here Illustrates the disarray we
have relative to the Issue of Immigrants
in thl3 country. If we are permitting a
flood of Immigrants to come In without
sponsors and without any careful screen-
ing, It is an interesting commentary that
those who are backed by responsible peo-
ple are now being held to a much tighter
standard than previously by this provl
sion. I think the provision is entirely
appropriate, but It Is obvious that we
have got to get our whole refugee and
Immigrant policy in better shape than It
Is, or we are gomg to have massive con-
tradictions similar to this Incurring from
the influx of Cubans in Florida taking
place at the same time, by agreement and
by widespread approval, when we are
tightening the requirements made of im-
migrants who are sponsored into this
country.

Mr. ARCHER. I thank the gentleman

for his comments, and I thank him for
yielding the time to me.

Mr. PICKLE. Mr. Speaker, I yield such
time as he may consume to the chair-
man of our committee, the gentleman
from Oregon (Mr. ULLMAIc).

(Mr. ULILMAN asked and was given
permission to revIse and extend his
remark&)

Mr. ULLMAN. Mr. Speaker, this con-
ference agreement culminates 5 years of
intensive review by the comnittee of the
disability program. The original House
bill was passed unanimously by the com-
mittee and passed the House by a sub-
stantial margin. The conference agree-
ment we bring back to the House closely
corresponds to the Hou.e bill. The con-
ference agreement limits benefits to 85
percent of average indexed monthly
earnings compared to 80 percent in the
House bill. This Increases benefits for
low-income earners who become dis-
abled. The other major change from the
House bill Is that funding for the voca-
tionl rehabilitation program remains
the same as current law.

The rest of the disability bill remains
virtuaily unchanged. It contains impor-
tant new benefits for those people who
take the initiative and go back to work.
It Improves the administration of the
program, and it restores an old principle
that people Who go back to work after
becoming disabled should be economi-
cally better off.

The Senate added several amend-
ments affecting other programs to this
bin. These amendments affect the sup-
plemental security income (SSI), aid
to families with dependent children
(AFDC), the child support enforcement
program, and the sale of medicare sup-
plemental health insurance policies. The
House, tn separate legislation, passed
H.R. 3464 by an overwhelming margin.
With some changes, this bill was Incor-
porated into the conference agreement.
These changes improve benefits signifi-
cantly for low-income, disabled benefi-
ciaries who return to work.

The other change deals with SSI eligi-
bility for aliens who have sponsors. Un-
der current law, a sponsor signs an
agreement stating that an alien will not
become a public charge for the first 3
years the alien resides in the United
States.' However, In many cases these
aliens were receiving SSI benefits 30 days

- after arriving in the country. The Sen-
ate wished to make all aliens ineligible
for SSI for 3 years. The conference
agreement follows the House provision
that was passed In H.R. 4904—the wel-
fare reform bill. Basically, an alien will
be ineligible for benefits unless the alien
becomes blind or dIab1ed, the sponsor
becomes eligible for public, assistance.

The bill also makes minor adminis-
trative changes to the AFDC and child
support programs. These changes are
intended to reduce fraud and eliminate
waste in the administration of these pro-
grams.

This bill encourages State govern-
ments to enact Medi-Gap insurance
standards by July 1, 1982, equal to or
more stringent than the model regula-
tions proposed by the National Associa-
tion of Insurance Comlnic.gioners. If an
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individual State has not acted by that
time, the Secretary of Health and Hu-
man Services will be required to estab-
lish a voluntary certification program
for medicare supplemental policies.

These Medi-Gap provisions closely re-
semble Medi-Gap provis1ozs which have
been reported out by both the Ways and
Means Committee and the Interstate
and Foreign Commerce Committees.
These are important protections to our
elderly population when they consider
buying medicare supplementary policies.

This bill saves money In both fiscal
year 1980 and 1981. ThIs bill will save
$70 million in 1981 which is slightly more
than the savings anticipated by the first
budget resolution passed by the House
for 1981. The 5 years savings of this bill
are substantial.

This bill Is an important piece of
legislation which should be enacted In-
to law. I urge your support.

Mr. CONABLE. Mr. Speaker, I yield
myself 6 mInutes.

(Mr. CONABLE asked and was given
permission to revise and extend his re-
marks.)

Mr. CONABLE. Mr. Speaker, the con-
ference report on HR. 3236 should mi-
prove a number of programs under the
Social Security Act.

The onferees agonized many days to
bring forth this package, and it is bet-
ter than I expected it would be when we
started.

Under title II of the Social Security
Act, it offers encouragement to those dis-
abled people who want to work; it
reduces glaring disparities between pay-
ments to younger and to older benefi-
ciaries; it removes some obvious work
disincentives, and it arrives at a com-
promise between the Federal and State
Government positions with respect to
the frequency with which collected pay-
roll taxes must be deposited.

In the supplemental security income
(SSI) program, which provides public
assistance to the aged, blind and dis-
abled, the conference report permits the
continuation of medical and social serv-
ices to recipients with severe disabilities
who earn above the standard. In addi-
tion, the report restricts substantially
the eligibility of legal aliens for SSI
benefits.

Under both the 581 and title II pro-
grams, the report gives beneficiaries
credit for extraordinary work expenses;
it extends their trial work period from
9 to 24 months; it assures claimants
a better explanation as to why they are
denied benefits, and it permits payment
to claimants for costly travel to undergo
medical exams requested by the Govern-
ment.

Under current law, State agencies
make initiai disability determinations
through agreements between the States
and the Federal Government. The con-
ference report replaces those agreements
with Federal regulations, and allows the
Secretary of Health and Human Services
to assume a State agency's functions if
the regulations are not being followed.
The report also requires the Secretary
to provide a detailed advance report as
to how such a takeover would be carried
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out, without disruption of service, and
it assures that In such cases, preference
will be given to State employees In filling
new Federal positions.

The conferees adopted, with modifica-
tions, most of the amendments made by
the other body with respect to the pro-
grams of aid to families with dependent
children (AFDC) and child support. By
and large, these are good amendments.
One of them would require AFDC recip-
ients, not specifically exempt, to regis-
ter for employment-related activities,
including job search programs. Others
would offer greater Federal matching to
finance improvements in computer sys-
tems for both AIDC and child support.

More specifically with respect to
changes made in the disability Insurance
program, there is one which I feel war-
rants special emphasis.

It has to do with a reduction In the
number of years which may be "dropped
out" In determining a disabled worker's
benefits. A benefit is based upon average
covered earnings, and In compiling that
average under current law, the worker's
5 lowest earnings' years may be "dropped
out."

Younger workers obviously have fewer
earnings' years to take into account
than older workers, and because earn-
ings' levels have increased rapidly and
dramatically In recent times, younger
workers have increasingly higher aver-
ge earnIngs and, consequently, dis-
proportionately higher benefits. To re-
duce this benefit disparity, H.R. 3236
limits the number of "drop-out years"
for younger disabled workers. Those un-
der age 27 have no drop-out years, those
aged 27 to 32 have 1; those 32 to 37 have
2; those 37 to 42 have 3; those 42 to 47
have 4, and those aged 47 and older
have 5.

That same provision makes an allow-
ance for young parents wIo eave the la-
bor force to bear children and care for
them in their very early years. It allows
a young disabled worker to drop out as
many as 3 years for child care. In no
case, however, could the combined nur-
ber of child care drop-out years and
the drop-out years provided under the
new schedule, exceed 3.

In effect, this is a very modest recog-
nition of tile adverse impact which the
social security system can have upon
women—in this case, young mothers.
The provision applies equally to men, of
course, but its primary application is to
the increasing numbers of women
workers who otherwise would lose up to
3 years of earnings, for benefit compu-
tation purposes, during their child-bear-
ing years.

Other parts of the conference report
already have been described in consid-
erable detail, Mr. Speaker, and I do not
wish to indulge in redundancy. There-
fore, I would quickly sum up by saying
that whereas I continue to disapprove
in principle the propensity of the other
body to decorate House-passed measures
with so many amendments, which are
unrelated to the basic legislation, I do
endorse this particular conference re-
port and commend it to my colleagues.

Mr. CORMAN. Mr. Speaker, will the
gentleman yield?
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Mr. CONABLE. I yield to ti gentle-

man from California.
(Mr. CORMAN asked and was given

permission to revise and extend his re-
marks.)

Mr. CORMAN. Mr. Speaker. I appreci-
ate the gentleman yielding. I just
to say that I support this conerenee
report.

Mr. Speaker, I would like to insert at
this point in the RECORD a summary of
the major provisions of the conference
agreement affecting the SSI, AFDC, and
child support enforcement programs:

SSI disability—Under the conference
agreement, a disabled S3I recipient who loses
his eligibility for regular SSI benefits be-
cause his earnings exceed the substantial
gainful activity (SOA) earnings limitation
($300 a month), but who continues to be
medically disabled, would become eligible
for a special benefit status, which would
entitle him to cash benefits equivalent to
those he would be entitled to receive under
the regular SSI program. Persons who re-
ceive these special benefits would be eligible
for medicaid and social services on the same
basis as regular 881 recipients. States would
have the option of supplementing the special
Federal benefits. When the individual's earn-
ings exceeded the amount which would cause
the Federal 881 payment to be reduced to
zero, the special benefit status would be
terminated and the individual would not
thereafter be eligible for any Federal SSI
benets or Federal ca8h benefits under the
8pecil benets status unless he could re-
establish his eligibility for S8I, which would
include meeting the SOA limitation.

When a disabled ssi recipient's earnings
rise to the point that he no longer qualmes
for Federal SSI benets, State supplenentary
payments or the special benefit status, he
would nevertheless continue to retain eligi-
bility for medicaid and social services as
though he were an SsX recipient U the Sec-
retary found (1) that termination of eligi-
bility for these benets would seriously in-
hibit the individual's ability to continue his
employment, and (2) the individual's earn-
ings were not wumcient to allow him to pro-
vide or himself a reasonable equivalent or
the cash and other benefits that would be
available to him in the absence of earnings.
The provision allowing continuation of eligi-
bility for medicaid and social services for
persons whose earnings make them ineligi-
ble for cash benefits would also apply to S8I
recipients who are blind.

The provisions would be effective for 3
years, during which the Department would
be required to provide for a separate account-
ing of funds expended under this provision.

In addition, there would be established,
effective January 1, 1981, a pilot program
under which States could provide medical
and social services to certain persons with
severe impairments whose earnings exceed
the substantial gainful activity limits andwho are not receiving 551, special benefits,or medicaid.

Under this pilot program, for the purpose
of assisting States in providing medical orsocial services to certain severely handi-
capped persons, $18 million in Federal funds
would be available to States on an entitle-
ment basis for a 3-year period beginning
September i, 1981, $6 million would be avail-
able to States through the end of fiscal 1982.
An acditional $6 million would be available
for each of the two following fiscal years.
Funds that are not used during each Of the
first two years could be carried forward bythe State.

Funds would be allocated among the States
in proportion to the number of disabled
SSI recipients aged 18 to 65. Prior to thestart of each fiscal year, each State that
does not intend to use its allocation wou1
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so certify to the Secretary of Health and
Human Services. If a State certifies that it
will not use all or some portion of Its funds
for any fiBcal year or years, its allocation
(Or the unused portion thereof) for the pe-
riod covered by the certification will be
reallocated by the Secretary of HHS among
States participating in the program that can
make use of additional funds.

From the allocated funds, the 8ecretary
of HHS would pay each State 75 percent of
the costs of operating an approved plan for
providing medical and social services to Be-
verely handicapped individuals who have
earnings in excess of the substantial gainful
activity limits and are not receiving SI,
special benefits or medicaid, if the State de-
termines:

(1) that the absence of these beneftts
would significantly inhibit the individual's
ability to continue his employment; and

(2) that the individual's earnings are not
sufficient to allow him to provide for himself
a reasonable equivalent of the cash and other
benefits (881, medicaid and title XX) that
would be available to him in the absence of
those earnings.

(It is not intended that States would re-
quire an individual to obtln a determina-
tion as to the level of or potential eligibility
for benefits which might be payable under
the SSI, medicaid, and title XX programs In
the absence of his earnings. Rather it Is in-
tended that each participaung State would
use generally available information concern-
ing the benefits provided in that 8tate under
these programs to establish reasonable in-
come limits to carry out this criterion.)

The State plan would have to include (1)
a statement of intent to participate in the
program; (2) a designation of the agency to
administer the program; (3) a description of
the eligibility criteria which the 8tate will
apply and the procedures for determining
eligibility (which may not involve use of
the Disability Determination 8ervice which
makes disability determinations for the DI
and 8S1 programs unless it is not feasible
to use any other agency for the pilot pro.
gram); and (4) a description of the services
which the State intends to provide under
the program. The State may submit a sepa-
rate State plan or it may incorporate this
plan as an amendment to its 8tate admin-
istrative plan submitted to BBS under title
XX. Under the pilot program, States could
provide medical and social services through
their medicaid and social services programs
(not limited by eligibility criteria and scope
of services under titles XIX and XX) but
would receive Federal matching for those
services under this provision rather than
under title XIX or title XX. States could
also provide services through some other
mechanism if they found it appropriate.

States would be required to provide a re-
port to HHS addressing the operation and re-
stilts. eniphasiing the work incentive ef-
fects, of the pilot program. On the basis of
State reports, HHS would be required to re-
port to the Congress. The report would be
due not later than October 1, 1983; and
should include, but not necessarily be lim-
ited to, relevant demographic information,
earnings, employment inform&tion, and pri-
mary impairments of the individuals who
received services under the pilot program
and the types of services they received. HHS
would be required to publish final regula-
tious to implement this program no later
than nine months alter the date of enact-
ment.

Employment (n sheltered workshops—For
purposes of SSI, remuneration received from
activity in a sheltered workshop or work ac-
tivity center will be considered earned in-
come and therefore qualify for the earned
income disregards ($66 a month, plus one-
half of the remaining earnings), effective
October, 1980.
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Deemng of parents' income to disabled or
blind chikiren.—Under the conference agree-
ment, the deeming or parents' income and
resources would be limited to disabled or
blind children under age 18, whether or not
the person is in school or training. Children
receiving 551 who, on the efrective date of
the proviaion, are age 18 to 21 would be
protected against loss of benefits due to this
change, efrective October, 1980.

Treatment of extraord(narij 'work ex.
penses.—For purposes of both the Disability
Insurance program and the S8I program, the
conference agreement provides that, in de-
termining whether an individual is able to
engage in substantial gainful activity by
reason of his earnings, where his disability
is sufficiently severe to result in a functional
limitation requiring assistance in order for
him to work, there shall be disregarded from
such earnings the cost to such individual of
any impairment-related work expenses, at-
tendant care cost, medical devices, equip-
ment, prosthesis, and similar items and serv-
ices (not including routine drugs or routine
medical services unless such drugs or services
are necessary for the control of the disabling
condition), regardless of whether these items
or services are also necessary to enable him
to carry out his normal daily functions.

In addition, the conference agreement pro-
vides that impairment-related wor} expenses
will be disregarded in determining the
monthly SSI benefit amount of i disabled
S81 recipient. The disregard of Impairment-
related work expenses when determining both
SOA and in calculating SSI benefits would
be a permanent provision of law effective 6
months alter enactment.

Extension of the triai work pe,iod.—The
conference agreement extends the trial work
period under both the DI and 8S1 programs
to 24 months. In the last 12 months of the
24-month period an individual who was per-
forming substantial gainful activity tin-
mediately following the 9-month trial work
period would not receive cash benefits while
engaging in substantial work activity, but
would automatically be reinstated to active
benefits status U earnings fall below the
SOA level. The provision would become ef-
rective with respect to individuals whose
disabilities have not been found to have
terminated before the sixth month after en-
actment.

Term(naton of benefit for persons in
vocutonal rehab(Utaton programs—Under
the provision, an individual enrolled in an
approved program of vocational rehabilita-
tion will continue to be entitled to DI and
55r benefits after he has medically recovered
if the Commissioner of 8ocial 8ecurity de-
termines that continuing in that program
will increase the probability of the bene-
ficiary going off the rolls permanently. The
provision is effective 6 months after enact-
ment.

Aliens recevng SSI.—The conferees agreed
that for purposes of eligibility for Supple-
mental 8ecurity Income (881) benefitB.
legally admitted aliens who apply for 881
benefits after September 30. 1980 will be
deemed to have the income and resources
of their immigration sponsors available for
their support for a period of 3 years after
their entry into the United 8tates, unless
the alien becomes blind or disabled after
entry. Under the agreement the eligibility of
such aliens for 881 will be contingent upon
their obtaining the cooperation of their
sponsors in providing for the necessary in-
formation to Social Security to carry out this
provision. The provision would not apply to
any alien who is (1) admitted to the United
States as a result of the applicauon, prior
to April 1, 1980. of the provisions of section
203(a) (7) of the Immigration and Na-
tionality Act; (2) admitted to the United
Stateu as a result of the application. after
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March 31, 1980, of the provisions of Section
207(c) (1) of such Act; (3) paroled into the
United 8tates as a rerugee under section
212(d) (5) of such Act; or (4) granted politi-
cal asyitun by the Attorney Ocneral.

During (lie 3 yeara after entry into tho
United 8tates, an alien may be eligible for
8S benefits only if his sponsor agree8 to
and does provide such inlormation as the
Secretary of Health and Human Services may
require to carry out this provision. The alien
and sponsor shall be jointly and severally
liable to repay any SSI benefits which are
incorrectly paid because of the sponsor's pro-
vtding of misinformation or because of hi8
failure to report, and any such incorrect
payments which are not repaid would be
withheld from any subsequent payments for
which the alien or sponsor are otherwise
eligible under the Social Security Act.

In deeming a sponsor's income to n alien
under this provision, the alien's S8I benefit
would be reduced by the amount of any in-
come deemed to him. Income deemed to the
alien would be considered unearued income
and would thus result in a dollaa-for-dollar
reduction in benefits (subject to the $20 a
month unearned income exclusion). The
amount to be deemed would be equal to the
gross income of the sponsov and his spouse
reduced by an amount equal to a full SSI
benefit for the sponsor and an amount equal
to one-half of a full 881 benefit for each
other person for whom the sponsor is legally
responsible. (Income of a child, e.g., AFDC
or SSI payments, which is specifically pro-
vided to or on behalf of a child in the house-
hold of the sponsor would not be included
nor would Federal SSI payments received by
the sponsor and his spouse. Except for
the deeming provision, the alien's 581
benefit would •be computed in the same
manner as under existing law except
that in-kind s upport and maintenance
received by an alien living in the house-
hold of the sponsor (or sponsor's
spouse) shall not rult in the application
of the one-third reduction. Income in the
form of support or maintenance in cash or
kind by the sponsor (or sponsor's spouse)
would not be counted as income or resources
to the extent such income or resources is
taken into account in determining the
amount or income and re&ources to be
deemed from the sponsor to the alien,

On the same ba1s, the as6ets of the spon-
sor and his spouse would be determined a
under SSI. Axy resources in excea of this
amount allowable under 881 ($1,600 if the
sponsor is single, $2,250 for a couple) would
be considered to be reGources of the alien
in addition to whatever resources the alien
has in his own right.

Under the conference agreement, an alien
applying for 881 would be required to make
available to the Social Security Administra-
tion any documentation concerning his in-
come or resources ov those of his sponsor
(if he has one) which he provided in support
of his immigration application. The Secre-
tary of Health, and Human Services would
also be authorized to obtain copies of any
such documentation from other agencies
(i.e., State Department on Immigration and
Naturalization 8ervice). The Secretary of
HHS would aiso be required to enter into co-
operative arrangements with the State De-
partment and the Justice Department to as-
sure that persons sponsoring the immigration
of aliens are informed at the time of spon-
sorship that, if the alien applies for public
assistance, the sponsorship affidavit will be
made available to the public a8sistance
agency and the sponsor may be required
to provide further information concerning
his income and assets in connection wfth the
alien'8 application for assistance.

SSI demonstration pro jects.—Under the
conference agreement, the Secretary of HH8
would be authorized to Waive the require-
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ments of the 55! program to permit demon-
stratin projects aimed at improving the
program.

With respect to such SSI experiments, the
Secretary would not be authorized to carry
out any project that would result in a sub-
stantial reduction in any individual's total
income and resources as a result of his par-
ticipation in the project. The Secretary could
not require an individual to participate in a
project and would have to assure that the
voluntary participation of individuals In
any project is obtatne through an informed
written consent agreement which satisfie8
requirements established by the Secretary.
The Secretary would also have to assure that
any individual could revoke at any time his
voluntary agreement to participate. The Sec-
retary, to the extent feasible, would be re.
quired to include recipients under age 18.
The Secretary would also be required to in-
clude projects necessary to ascertain the
feasibility of treating alcoholics and drug
addicts to prevent the on8et of irreversible
medical conditions wbich may result in
permanent disability.

The provision would become effective
upon enactment.

AFDC work requirement.—The conference
agreement woutd add to the present require-
ment that recipients of AFDC, who are not
speciacally exempt, regtter for employment
and training the requirement that 8uch re-
cipients register for "other employment-
related activities (inctudtng emplovment
search)." The agreement also specincally
requires that necessary social and stppot1ve
serviceB be provided during any employtnnt
search activltie5 under the WIN program.
These Bervices would be authorized to be
provided to registrants prtor to certlflcatlon.

The agreement uthortzes the Secretarie8
of Labor and HHS to establish, by regtila.
tion, the period of time durtng which an
individual would not be eligible for assist-
ance in the cue of refusal without good
cause to participate in a WIN program. Tn
addition, the present lw provision for a 60-
day counseling period for persons who refuse
to participate was eliminated.

The agreement also: requires that State
supportive service units be colocated with
manpower unith to the maximum extent
feasib'e; allows State matchtng for eupport-
lye services to be in cash or in kind; clari-
fies that income from WIN plibfto seTvice
employment is not fully excluded in deter-
mining beneats (there would be no disre-
gard of the arst $80 month plue one-third
of additional earntng8); adds to the mdi-
viduas who are exempt from reg1strt1on
for WIN, individuals who are working at
least 30 hours a week.

The conference agreement provides that
the criteria for appropriate work and train-
ing to which an individual may be assigned
under section 432(b) (1). (2), aDd (3) Shall
apply in the case of work to which an indi-
vidual may be referred as part of employ-
ment search programs conducted under the
work incentive program. In other words, job
referral under the new employment search
provision would be limited to jobs that meet
the current WIN regulatlniia relating to ap-
propriate employment. (Present regulations
provide limits as to reasonable travel time,
provision for necessary supportive services,
requirements for wages, health, and safety,
and others.)

In addition, the eonferee agreed to Umit
an individual's job aeach piod to 8 week&
in one year, and added $ requirement that
there be timely relmburement of any em-
ployment search expensea paid for by the
individual.

Under the oonferencs agreemsat, the pro-
visions relating to termination of auiztince
and trestment of PSE earning, are effectivs
upon enactment. Other provisions are effec-
tive September 30, 1980.

IRS collection of chlW support for non-
AFDC famWe.—The conference agreement
authorizes use of IRS coUection mechanisms
in the case of families not receiving AFDC,
subject to the same cert1cation and other
requirements that are now applicable in the
case of coUection on behalf of families re-
ceiving AFDC.

The provision Is effective July 1. 1980.
Di3closure of Information for AFDC and

tlfle XX.—For purposes of titles IV and XX
of the Social Security £ct, te conference
agreement permits the disclosure o infor-
mation regarding indviduaIi aasted under
the State's p'an for ptrposea of any author-
Ized audit conducted in eonnctin with the
administration of the program tuczudlng an
audit performed by a legislative body.

The provision is effective September 1, 1980.
Federal tnatcMnq for chUd support activi-

ties performed by court pertonnel.—Under
the agreement, 1ederal mch1ng funds
would be authorized under the ChUd Sup-
port Eralorcement program for expenditures
of court8 (excluding expenditures for or In
connection with judgev and other indvdua1a
making judicM determinationa, but not ex-
cluding expenditures for or In connection
with their administrative and support per-
sonnel) biit only for functions ipecifically
iden.tlaable as IV-D functlon&

The p?ovtInn is effective July 1. lULL
C1UUZ support management information

smtein3.—The agreement tesase Pederal
matching to 90 percent for the oota of de-
veoptng nd impleinentXng thUd support
management irtformaton sy,tems, retathing
the present 75 percent matching rmte for the
costs of operating such syste. The agree-
ment reaulres the 8ecretary to provde tech-
nical aaie to the States ftnd provtdes
that a State system mist meet rttn speci-
aed requirenienti in order to receive Fed-
eral nrntchln. Itere would be contnutng
review o the part of the Secretary of HES.

Under the agreement States choosing to
estabDth and operste systems mn8t Include
as part of 8ueh 5ytem (1) the ability to
control and monitor all the factors of the
support coflection and paternity deteruthia-
tion procei, (2) Interface with the M'DC
progmm, (3) securIty against aocee to dftt&,
and (4) the ability to provide management
information on all case5 from sppllcstion
through collection and referral.

The provtsion Is effective July 1, 1981.
AFDC management fnformatfo!I 8ystem,.—

The agreement prvde 90 percent Federal
matching to States for the oost of develop-
ing and impl.menttng compnt&t,,ed APDO
management information iysteni. The Sec-
retry of Health and Human 8ervthes would
be reqtxfred to approve State systems aa a
condition of Federal matching (both initial-
ly and on continuing basis). In order to
quality for thts increased match, a State
system would have to include certain speci-
fied chaacterlatica. includthg (1) adl1t t
provid. d*ts on APDA ,ligibLUty fsetcra. (2)
capseity for vertflcation of factors wtth oth-
er agencies, (3) capftbiLtty for notifying child
support, food stMnp, social services, and
mediesid proams of ch&nges in APDO
eligibility ad benet amott. (4) corn-
patbfflty with yate in other 3riadIc-
tioua. md (5) secxrfty against unazthiad
acce to or ue of dMa in the system. The
Department would be requfrM to provide
technical aa1ztance to the Statee c con-
tinuing basis.

The provision would become effective July
1, 1981.

Child 3upport reortfng and lnatcMng
procedures—The agreement would, effective
Jantrnry 1, 1981, prohibit advance payment
of the Federal share of State. adrnirdtra-
tive exnees for a calendar quarter un)ess
the State has submlttet complete report
of the amount of chfld support colleoted

and disbursed for the calend5r quarter
which ended 6 months earlier. It would al8o
requfre the Department of Health and Hu-
man ServiceB to reduce the amount of the
payments to the State by the Federal Share
of child support collections made but not
reported by the State.

Accesa to wage informaflon for cMZd svp-
port program.—Under the conlerence agree-
ment, certain tax return informaUon must
be disclosed by the Social Security Adminis-
tration to State and local child support en-
forcexnent agencI, p.s follows.

The conferees agreed to amend the Inter-
nal Revene Code to provide that, upon
written request, the Commlasioner of Social
eeurity shall dlzectly d1sc1oe return in-
formation with respect to net earnlng8 from
self-employment, wages, and payments of
retirement income to officers and employees
of a State or local cb1l 8upport enforcement
agency. DcIeure wUl be allowable only for
purposes of, and to the extent necessary in,
e9tthl1ing and collecting child support
obligation8 from, and locating individuals
owing child aupport obligations.

Any agency receiving information must
comply with conditions specified in current
law for 8a!egurding information. Under
theee afeguarth, hdormatlon may be uaed
on a computer in v.ncodM form if the com-
puter is u8ed only by th child support en-
forceinotit cgecy. If this informat1o Is
used on computer systen 8bared with a€en-
cieb wliicb re not child support agencies,
it must be Introduced into the system ftnd
coded io that it Is avafl*ble on'y to officers
and emp'oyees of the child ippOrt enforce.
ment agency. OeeraUy. d15cc5ure to mdi-
vidualt other than ocers nd emplcyeee of
the child support enfcenient sgency would
not authorfz; bowever, the Information
my b dlscloeed to the tazpsyer to whom
the Ini!ormztion pertains. Tbia provision Is
effective on enctnt.

Zn addtton. the conferees tgree to amend
title UI of the Sodsi Securtty Act, Grants to
States for Uempynxent Compensation
Admlnlstmtion.. to require th 8te agency
administering the unemployment compensa.
tion program to d1sc1e directly, upon re-
quest bnd on a ieLb2imabe be.ss, to offleera
or employees of any 8te or local child sup-
port e!orceinent agency any wage infor-
matiox contained in the reoor of the State
agency. The agency is aIo Ttqulred to etab-
lish sategurd3 nece.axy (ss determined by
the 8eretary of Labor in regulations) to in.
sure tha.t lniornmtion Is used only for pur-
pcea of est&blishing, and collecting child
support ob1igtiona front and locating, in-
dividuals owing ucb obZ1gtton1. If the Sec-
reta27 of Labor finds that the State agency
haEI fa2led to coznpy with requirementi of
this prov1s1. he must notify the agency
that rurtber payments of administrative
coets will not be iade to the State until he
is satied that tb.re I. no longer any such
failure. The provision effective July 1, 1980.
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Mr. PICKLE. Mr. Speaker, will the
gentleman yield?

r. CONABLE. I yield to the gentle-
man from Texa5,

Mr. PICKLE. Mr. Speaker, I wish to
express my thanks to the gentleman
from California (Mr. Conii*zc), because
he has given this conference great co-
operation. Our work has been done under
difficult circumstances because of the
melding of the two bifla between the
two bodies.

The geutjeman from Cafllornta (Mr.
CoaMu) has cocerated and helped u
advance this bill, and we think we have a
good bill. I want personally to pay my
respects to the gentleman for his help.
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Mr. CONABLE. Mr. Speaker, I agree

with the gentleman that the gentleman
from California (Mr. CoRMM) has made
a significant contribution to this
measure.

Mr. PICKLE. Mr. Speaker, ! yield my-
self such time as I may consume.

Mr. Speaker, I urge approval of the
conference report on H.R. 3236. The bill
makes needed improvements ln'the social
security disability program. It also makes
changes in the 881, AFDC, and child
support program and provides for in-
creased supervision of medicare supple-
mental—Or Medigap—pOliCles.

This legislation has been some time in
the making. It began over 5 years ago
with an extensive study of the social
security disability program by the Ways
and Means Subcommittee on Social
Security. Work and further study of the
Issues raised then, and on new Issues as
they were discovered, has continued in
a series of reports and hearings each
year since that time.

Few programs are more difficult to ad-
minister—but few programs also are
more Important to the American pee-
pie—than the social security disability
program. The American people deserve
a well run disability, program and this
legislation Is definitely a step in that
direction.

The long history of this bill has shown
that it is possible for members of both
parties and of many philosophical back-
grounds to work together for the com-
mon good. I am extremely proud to have
been assoclated with the chairman of
the Ways and Means Committee, AL
VLLMAW, with the ranking minority
member BARBER COWABLE, and with all
the members of the Social Security Sub-
committee especially Congressman AN-
DREW JACOBS, and Congressman BILL
ARCHER, who worked very hard on this
legislation and who stuck to what they
knew was right. I sin also proud of the
members of the Ways and Means Com-
mittee, particularly my fellow subcom-
mittee chairman Jms CORr5AN, who joined
us in a very complicated conference and
who worked hard there to bring this bill
before you today.

Nearly all factions which expressed
views one way or another on this bifi
are now working together. I particularly
want to commend my good friend the
Honorable CLAUDE PEPPER. ThIS distin-
guished gentleman persisted in his objec-
tion but In a courteous and exemplary
manner. I also want to commend the
chairman of the Rules Committee for
his coristctncy In seeing that there is
ample time for all parties to express
their views.

H.R. 3236 enjoyed a unanimous vote
in committee and passed the House by
a 73 vote margin, although It was at
that time somewhat controversial. But
the House was persuaded then—and It
should be even more persuaded now—
that this is a good bill whtch will lay
the groundwork for a better disability
program in the future.

The legislation enjoys the endorse-
ment as well of the Honorable Patricia
Harris, Secretary of the Department of
Health and Human Services.

The real Importance of this legisla-
tion Is not in the changes in future
benefits occasioned by the sections on
the cap and dropout years. The real
significance Is that this bill will give work
Incentives to disabled citizens across the
land. It will enable disabled persons to
try to lead productive lives without a
sword continually hanging over their
heads that they will lose their benefits.
The bill removes that fear and gives
encouragement and support through an
extended trial work period, through
Increased medIcare coverage for the
working disabled and by providing for
deduction of Impairment related ex-
penses in computing eligibility for bone-
fits. These are changes that will cost
money, but in the long rtrn they will be
the most important parts of this bill.

The bill also makes several corrections
in the administration of the program,
including requiring a more personal no-
tice to individuals who are denied dis-
ability benefits. This Is an important re-
form that will help the American public
better understand the program—and It
will make the program more rational as
well.

Because the Senate added several fea-
tures to the bill, It now addresses many
other important Issues as well, Issues I
mentioned at the beginning of my state-
ment. But I would point out to the House
that these generally are matters which
have already been considered and ap-
proved by the House or which enjoy sub-
stantial support in this body.

Again, therefore, I urge approval of
this report.

I would also like to include In the Rxc-
ORD a summary of the bill and a detailed
statement of the Conference decisions,
and the material Is as follows:

JMMASY or Txm SOCIAL SECURITY DISABILITY
AIssDMENTSOP 1980 HR. 8286

The bill makes major improvements in the
social security and Supplemental Security
Income disability programs to improve work
incentives and program accountability. Also
makes changes in the $81, AFDC, and Child
Support programs and provides a voluntary
certification program for medicare supple-
mental policies (medi-gap).

Disability Insurance work Incentives. To
make needed corrections in the benefit for-
mula and to enable more disabled benefici-
aries to return to work despite their impair-
ments, HR. 3236 would (a) provide a lim.i-
tation on family benefits to ensure that ben-
efits are disproportionate to past earnings;
(b) reduce the disparity between young and
old disabled workers by introducing a sched-
ule of variable drop-out years; (o) extend
t)ie present trial work period for disabled
workers; (d) provide a trial work period for
disabled widows and widowers; (e) deduct
extraordinary inipairnient-related work ex-
penses, attendant care costs, etc. from earn.
ings in determining SGA; (f) extend. medi-
care coverage for an additional 36 months to
disabled beneficiaries who return to work;,
(g) eliminate the second 24-month medicare
waiting period where a person again becomes
disabled and entitled to benefits, and (h)
provide demonstration and waiver authority
for the study of various alternative ways of
stimulating disabled workers to return to
work.

DisabilIty program accountabluty.—To
improve program accountabilit.y. the bill pro-
vides a regulatory scheme to govern the State
agencies who determine disability, a Federal
review of State 5410'wances on a pre-decision
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basis and a periodic review of individuals on
the rolls with nonpermanent disabilities, a
more extensive review of AU decisions, and
the institution of a more detailed notice of
denial of disability benefits.

Legal alfens—3SI.—In determining whether
a legal alien meets the income etigibflity cri-
teria for 581, the income and resources of
his immigration sponsor would be deemed
to be available for Ms support for a period
of 3 years after entry into the U.S. It will
be the responsibility of the alien to obtain
the cooperation of the sponsor in providing
necessAry informatton.

Disabled SifI recfplents.—The bill would
reduce work disincentives for the disabled by
providing that a disabled 581 recipient who
loses his eligibility for regular 881 benefits
because he increases his earnings above the
present disability limitation ($300 a month),
but who continues to be medically disabled.
would be eligible for a special benefit status
entitling him to benefits on the same basis
as regular 881 recIpients. In addition, the
bm provides for a pilot program under which
States could provide medical and social serv-
ices to people with severe impairments who
are not eligible for 681 or special benefits
because their earnings exceed the limitation,
but who continue to need assistance in order
to work.

AP'DC; chIld support enforcement—The
bill strengthens the AFDC work requirement;
permits the IRS to collect child support for
non-AFDC families and increases Federal
matching for certain child support activities
performed by courts and for computerization
of AFDC and child support activities.

Depositing social security contributions for
state and local employment—Substitutes a
requirement that states must deposit social
security contributions within thirty days
after the end of the month rather than the
requirement in a pending regulation change
that they be made on a 15—15—45 day basis.

Medfgap.—A voluntary certification pro-
gram for medicare supplemental policies
would. be established effective July 1, 1982.
However, the program would not be appli-
cable in any State which applies in its own
regulatory program the standards recoin-
luended by the National Association of In-
surance Commissioners and includes a re-
quirement relating to loss ratios. Determina-
tions as to whether a State has such a pro-
gram would be made by a national panel,
appointed by the President, consisting of four
Insurance commissioners and the Secre-
tary. The bill also provides criminal penal-
ties for fraudulent and deceptive practices in
the sale of policies.

TérmlnaUv 111.—The bill authorizes a study
of how the disability provisions of the Social
Seourity Act affect the terminally ill.

Cost of blU.—H.R. 3236 provides substan-.
tint savings to the Social Security trust funds
and in general revenue as follows: $6 million
In 1980, $70 million in 1981, rising to $1.1
billion in 1985.

HR. 3238 AS APPROVED BY CONFERENCE C0M-
Ml'r'rEE—PROVISIONs RELATING TO DI5AseL-
ivy INsUSAwcE

I. WORK INcENTIvE sECTIONs
Limit on Family Disability Msurance

Benefits
(Sec. 101)

Present Law. The social security disability
insurance program (DI) determines the
amount of benefits payable based on an in-
dividual's previous earnings. The formula for
determining disability benefits is the same as
for retirement benefits. The benefit level is
arrived at by applying a formula to the aver-
age indexed monthly earnings (AIMR) the
Individual had over the course of a period
of years which approximates the number of
years in which he could reasonably have
been expected to be in the work force. For
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a retired worker, this period is equal to the
number of years between the ages of 21 and
62. For a disabled worker the number of
years of earnings to be averaged ends with
the year before he became disabled. In either
case, the resulting averaging period is re-
duced by 5.

The basic benefit amount (the primary in-
surance amount—IA) may be Increased if
the worker ha8 a spouse or dependent chil-
dren. Benefits for the spouse are payable if
the spouse is over age 62 or 11 the spouse is
caring for minor or disabled children. Bene-
fits for children are payable if they are under
age 18 or are disabled (as a result of a dis-
ability which existed In childhood) or if they
are full-time studehts over age 18 but under
age 22. The combined benefit for the worker
and all dependents is limited by a family
maximumprovision to no more than 150 to
188 percent of the worker's benefit alone.

Conference Action. The bill limits total
DI family benefits to the smaller of 85 per-
cent of the worker's average indexed monthly
earnings (AIME) or 150 percent of the
worker's primary insurance amount (PIA).
Under the provision, no family benefit would
be reduced below 100 percent of the worker8
prlmary benefit.

Scope and Effective Date. The Umitation is
effective Only with respect to individuals
who first become entitled to benefits on or
after July 1 1980.

Reduction in Dropout Years
(Sec. 102)

Present Law. Disabled workers are allowed
to exclude up to 5 years of low earnings in
averaging their earnings. However at least
2 years of earnings must be used in the
benefit computation.

Conference Action. The bill excluded years
of low earnings in the computation of dis-
ability benefits according to the following
schedule:

Number of
Workers age at disablement; dropout years

Under 27 0
27 through 31 1

32 through 36 2
37 through 41 3

• 42 through 40 4
47 and over 5

The provision also would allow a disabled
worker to drop out additional low years of
earnings, if in those years there was a child
(of such individual or his or her spouse)
under age 3 living in the same household
and the disabled worker did not engage in
any employment in each Such year. In no
case would the number of such dropout
years exceed 3. Further dropout years for
periods of childcare would be provided only
to the extent that the combined number of
childcare dropout years and dropout years
provided under the regular schedule do not
exceed 3.

Scope and Effective Date. The new 8chedule
of dropout years applies to disabled workers
ho first become entitled to benefits after
June 1980. The provision continues to apply
to a worker until hi death unless before age
62 he ceases to be entitled to disability bene-
fits for 12 continuous months.

Elimination of second mciicare waiting
period

(Sec. 103)
Present Law. Beneficiaries of disability in-

surance (DI) must wait 24 consecutive
months after becoming entitled to benefits
to become eligible for medicare. If a bene-
ficiary loses his eligibility and then becomes
disabled again, another 24 consecutive
month waiting period is required before
medicare coverage is resumed.

Con/erence Action. The bill eliminates the
requirement that a person vho becomes dis-
abled a second time must undergo another
24 consecutive month waiting, period after

becoming reentitled to benefits before medi-
care coverage is available to him. The
amendment applied to workers becoming
disabled again within 60 months, and to dis-
abled widows or widowers and adult disabled
since childhood becoming disabled again
within 84 months.

The conferees accopted the provisions of
the House and Senate bills and agreed that
the provision would be effective 0 months
after enactment,
Extension of medicare for an additional 38

months
(Sec. 104)

Present Law. Medicare coverage ends when
disability insurance benefits cea3e.

Conference Action. The bill extends medi-
care coverage for an additional 38 months
after cash benefits cease for a worker who
is engaging in substantial gainful activity
but has not medically recovered. (The first
12 months of the 36 month period was part
of the new 24 month trial work period. See
section 303.) The new provision applies to
disability beneficiaries whose disabilities
have not been determined to have ceased
prior to the 6th month after enactment,
Funding for vocational rehabilitation serv-

ices for disabled ndividuais
Present Law. Reimbursement from social

security trust funds is now provided to State
vocational rehabilitation agencies for the
cost of vocational rehabilitation services
furnished to disability insurance benefiol-
aries. The purpose of the payment is to ac-
crue savings to the trust funds as a result
of rehabilitation the maximum number of
beneficiaries into productive activity. The
total amount of the funds that may be
made available for such reimbursement may
not n any year exceed 11/2 percent of the
social security disability benefits paid in the
previous year.

The House bill eliminated, effective for
fiscal 1982. trust fund financing for reha-
bilitation services but provided trust fund
reimbursement for the Federal share (8%)
to the General Fund of the U.S. Treas-
ury and to the States for twice the State
share (20% x 2) of rehaWlitation services
which result in the performance by a re-
habilitated individual of substantial gainful
activity (SOA) for a continuous period of 12
months or which result in employment for
12 consecutive months in a sheltered work-
shop. The Senate bill struck the Hoiuu.
provision.

Conference Action. No change from pres-
ent law.

The conferees stated that they anticipate
that the new method of allocating trust fund
money to the States for rehabilitation of
social security clients which was recently
adopted administratively will continue and
be intensified in the future. This method
generally allocates the trust fund money
based on the relative number of soolal secu-
rity beneficiaries each State rehabilitatts
with earnings at the substantial gainful
activity (SQA) level, provided that no State
loses more than of its previçus yqar's
funding. Curently, rehabilitation is cons&d-
ered to have been achieved when the client
has been employed for two months. The
managers expect that the measure of suo-
cess, i.e., rehabilitation at the BOA level, will
be modified as soon as administratively feas-
ible so that the allocation formula will be
based on the State's relative share of the
total number of social security clients em-
ployed as a result of rehabilitation for no
less than 6 months (although notnecessarily
consecutive) with earnings at the SQA level
throughout the period. Furthermore, the
managers expect that steps will be taken to
develop procedures which will eventually re-
sult in the allocation being based on the
States relative share of total benefit termi-
nations brought about by vocational. reha-
bilitatdon services.

The conferees instruct the Social Security
Administration and the Rehabilitation Serv-
ices Administration recently transferred to
the Department of Education to continue to
explore the possibility of developing more
timely and effective methods of measuring
performance in trust fund rehabilitation8.
The results of these efforth should be
promptly communicated to the Ways and
Means and Finance Committees.
Termination of benefits for persons in voca-

tionàl rehabilitation programs
(Sec. 301)

Present Law. Under present law ifl individ-
ual is not entitled to DI and SSI benefits
after he has medically recovered, regardless
of whether he ha8 completed the program of
vocational rehabilitation in which he has
been enrolled.

Conference Action. The bill provides that
DI benefits will continue after medical re-
covery for persons in approved vocational
rehabilitation plans or prograrn, if the
Commissioner of Social Security determines
that continuing in those plans or programs
will increase the probability of beneficiaries
going off the rolls permanently. The provi-
sion is effective 0 month after enactment.
Treatment of eztraordinary Work expenses

in determining SGA
(Sec. 302)

Present Law. Regulations issued under
present law provide that in determining
whether an individual is performing sub-
stantial gainful activity (BOA , extraordi-
nary expenses incurred by the individual in
connection with his employment and be-
cause of his Impairment are to be deducted
to the extent that such expenses exceed what
his expenses would be if he were not un-
paired. Regulations specify that expenses for
medication or equipment which the individ-
ual requires to enable him to carry out his
normal daily functions may not be consid-
ered work related, and may not be deducted
even ut they are also essential to the mdi-
viduall's employment.

Conference Action. The bill provides for a
deduction from earnings of costs to the in-
dividual of extraordinary impairment-related
work expenses, attendant care costs, and the
cost of medical devices, equipment, and
drugs and services (necessary to control an
impairment) for purposes of determining
whether an individual is engaging in sub-
stantial gainful activity, regardless of
whether these items are also needed to en-
able him to carry Out his normal daily func-
tions. The Secretary is given the authority to
specify in regulations the type of care, serv-
ices and items that may be deducted, and
the amounts to be deducted shall be subject
to such reasonable lImits as the Secretary
may prescribe. The provision is effective six
motis after enactment.

Exten.9lon of the trial work period
(Sec. 303

Present Law. Under the DI and SSI pro-
grams, when an individual completes a 9
month trial work period, and then in a sub-
sequent month perrorms work constituting
substantial gainful activity (BOA), his bene-
fits are terminated. He obtains benefits for
the firat motth in which he performs BOA
(after the trial work period has ended) andfor the 2 months immediately following.
Under the DI program, widows and widowers
are not entitled to a trial work period.

Conference Action. The bill extends, ineffect, the trial work period under the DI
program to 24 months. In the la8t 12 months
of the 24 month period the individual wouldnot receive cash benefits while engaging in
substantial work activity, but would auto-matically be reinstated to active benefit
status if earnings fall below the SOA level.The bill also provides that the same trial
work period would be applicable to disabled
widows and widowers (who are not permitted
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a trial work period at ali under existing law).
The provision would be effective 6 months
after enactment.
Work incentive and other demonstration

projects under the dsabUity ft&surance
program

(Sec. 505)

Present Law. The Secretary of Uealth and

Human Services has no authority to waive
requirements under titles II, XVI. and XVIII
of the Social Security Act to conduct experi-
mental or demonstration projects.

Conference Action. The bill autborizes
waiver of benefit requirements of the DI and
medicare programs to allow demonstration
proJects by the Social Security Administra-
tion to test ways in which to stimulate S
return to work by disability beneftciaries.
Also authorizes waivers in the case of other
disability insurance demonstration projects
which SSA wished to undertake, such as
study of the effects of lengthening the trial
work period, altering the 24 month waiting
period for medicare benefits, altering the way
the disability program is admInlstered ear-
lier referral of beneficiaries or rehabilita-
tion, and greater use of private contractors,
employers and others to develop, perform or
otherwise stimulate new forms of rehabilita-
ton. Requires an Interim report by Janu-
ary 1, 1983 and final one by 5 years after the
date of enactment. The authority would be
applicable to both applicants and benefici-
aries, and would be effective upon enactment.

II. PROGRAM ACCOVNTADILITT

Federal review of State agency decisions-.—
reversal of ciec4sonc

(Sec. 304(c))
Present Law. Under current admlnstrative

procedures of the Social Security Adminis-
tration, approximately 5 percent of initial
disability claima adjudicated by the State
disability determination unLt8 are reviewed
by Federal examiners. This review occurs
after the benefit has been awarded, i.e., it 15
a postadjudicative review. This Is on a sam-
ple basis and varies from 2 percent in the
larger States to 25 percent tn the smaller
States.

Under existing law, the Secretary has au-
thority to reverse favorable decisions with
respect to DI beneficar1e5.

Conf ereiwe Action. The bifl requires Fed-
eral preadjudicat1e review of DI allowances
according to the following.schedule:

Mffimuin
percent

Decisions made in scal year: reviewed
1981 15
1982 35
1983 and thereafter 05

The Secretary would be given the author-
ity to reverse decisions that are unfavorable
to DI claimants

The conferees note that the percentage re-
quirements for preadju.d.tcative review are
nationwide requirements and that the So-
c1al Security Athnnistrat1on will deterndne
whether they should be hghor or lower on
an individual State basis. The conferees also
instruct the Secretary to report to the Ways
and Means and Finance Committees by
January 1982 concerning the potential ef-
fects on processing time and on the cost
effectiveness of the requirement of the 65
percent review for fiscal year 1983. an
thereafter

Effective Date. Upon enactxnent.
Pertodic review of di.iabUtty detet,ninationa

(Sec. 311)
Present Law. Administrative procedures

now provide that a disability beneficiary's
continued eligibility for benefits be reex-
Bmined only under a limited number of dr.
cumstance8 (i.e., where there is a reason-
able expectation that the beneficiary will
show medical improvement).

- Conference Action. The bill provides that

sbleU benectM1eS w)ose d1sa)1tty has not
been determi1ed to be permanent at least
once every three years. Cases where the Ini-
tial prognosis shows the probabiUty that the
condition wfli be permanent would be sub-
ject to review at such times as the Secretary
determines to be apprpriate.

• Effective Date. January 1982.
Closing the recoi-d-—Limit on prospective

effect of appiicafton
(Sec. 306)

Present Law. Present law provides that If
an applicant satisfies the requirements for
benefits at any time before a final decision
of the Secretary is made the application i
deemed to be filed in the first month for
which tbe requirements are met. One conse-
quence of this provision 1 that the claim-
ant is afforced a continuing opportunity to
establish eligibility until all levels of admin-
istrative review have been exhausted, Le.,
until there i8 a final decision. Thus, a claim-
ant can continue to introduce new evidence
t each step of the appeals process, even if ft
refers to the worsening of a cond1tiofl or to
a new condition that did not exist at the
time of the initial application. This ts re-
quently referred to aa the "floating applica-
tion" pTocesa.

Conference Action. The coxnmtttee bill
provides for foreclosing the introductton of
new evidence with respect to a previously
filed application after the decision is made
at the administrative law judge (ALT) hear-
ing, but would not affect remand authority
to remedy an insufficiently documented caae
or other defect.

Effective Date. Upon enactment.
Own motion review of AU &cisIon8

(Sec. 304 (g))
Present Law After his claim has been

denied by the State agency initially and on
reconsideration, an applicant haa the oppor-
tunity for a hearing before an administra-
tive law judge (ADJ). In the past there had
also been fairly extensive review of AU al-
lowances and denials through own-motion
review by the Appeals Council as authorized
by th Admtnistrative Procedure Act and the
regulations of the Secretary. This own-mo-
tion review has almost been eUni!nated tn
recent years.

Conference Action. The Secretary of Health
and Human Services would be required to
implement a program o reviewing, on his
motion, decisions rendered by administra-
ttve law Judges as a result of bearings under
section 221(d) of the Social Security Act
(the disability determination provisions). He
would be required to report to Congress by
January 1, 1982, on the progress 01 thia
program.

The conferees state that the report should
indicate the percentage or AU decisions
being reviewed and describe the criteria for
selecting decisions to be reviewed. The con-
ferees are concerned that there is no formal
ongoing review of social security hearing de-
cisions. The variance in reversal rates among
AU's and the higb overall AU zeversals of
determinations made at tbe preheathig level
indicate that there is a need for such re-
view. The conferees recognize that, t the
hearing level, the claimant appears for the
first time before a decisionmaker and addi-
tional evienoe is generally submitted. The
conferees also recognize that there have
been significant changes in Stite agency
denial rates and that In certaiL areas tho
AU's and tate agencies ha boen operat-
ing with different policy guidelines. The re-
port should identify the effects of these fac-
tors as well as any differences in standards
applied by AU's.

Effective Date. Upon enactment.

Limit atián on court remanci
(Sec. 307)

Present Law. Prior to filing an answer in a
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s1on, the Secretary o Health and Human
Services may, on bis own moUon, remand
the case back to an AU. Slintlarly, under
existing law the court tt8elZ, on its own mo-
tion or on motion of the claimant, has çtis-
cletionary authfty or gd cause" to re-
mand the case back to the ALl.

Con felence Aetbn. The bill limits the sb-

solute authority of the Secretary to remand
ceurt cases. It requires that 8ucl reluancl8
would be discretionary with the court upon
a showing by the Secretary at good cause.
A second provision relates to reznanth by
the court. The bill provides that a remand
would be authorized only on a showing that
there is new evidence which is material, and
that there was good cause for failure to
incorporate it into the record in a prior
proceeding.

Effective Date. Upon enactment.
Information to axompany Secret ary'c

decaion
(Sec. 305)

Present Law. There is no statutory provi-

sion setting a specific amount of information
to explain the decision made on a claim for
benefits.

Conference Action. The bill requires that.
notices of disability denial to DI and SSI
claimants sball 1se a statement of the case
in understandable 'anguage and include: A
discussion of the evidence, and the Secre-
tary's determination and tbe reason(s) upon
which it is baaed.

Effective Date. The provl8ion is effective

for decisions made on or after the first day
or the 13th moath following the mouth of
eiactment.

Time UmUs for decisions on benefit ciai ins
(Sec. 308)

Present Law. There 8 no limit on the time
that may be taken by the Social Security
Administration to adjudicate cases at any
stage of adjudication. Several Federal dis-
trict courts have Imposed such llmtts at the
hearing lever and numerous bills have been
introduced to set.such limits at vartous levels
of adjudication.

Conference AcUon. The bill reçuires the
Secretary to submit a report to Congyess rec-
oznmendlng appropriate time limita for the
v'rlous )evels of aajudication of title U cases.
In recommending the limits, the Secretary
was to give adequate. consideration to both
speed and quality of adjudication.

Effecttve Date. The report t5 due on July 1,
1980.
Scope of Federa' court review—Findings of

fact
Present Law. In Social Security appeals, the

U.S. District Court shall have power to enter
upon the pleadings and transcript of the
record, a judgment afflrmlng, modifytng, or
reversing the decision of the Secretary, with
or without remanding the caae for a hearing.
The findings of the Secretary as to any fact
if supported by substantial evidence, shall
be conclusive.

Senate BU. The Senate bill modmed the
scope of Federal court review o that the
Secretary's determinations with respect to
facts in Title II and Title XVI would be con-
clusive, unleBs found to be arbitrary and
cpr1cious. The substantial evidence require-
ment would be deleted.

Conference Action. The conference deleted
tbe provisions of tbe SenBte bill because of

the uncertatnty as to the ramifications of
the rule propo.ed and tbe concern that the
administrative process Is not operating with
the degree of creditability wblch would
justify elinhlnatton of the Bubstantial evi-
dence rule." Appeals Council own motion re-
view of AU cjeclaions eventually should en-
hance tbe validity of the process and lead
to the need for less reliance on Judicial re-
view. The conferees believe that the National
Commission on Social Security should eX-
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peals process generally and deal specifically
with such elements as the Administration
proposals for judicial review In addition to
alternative approaches such as a Disability
Court.

The conference committee would like to
reiterate what both cOmmittees stated in
their reports on P.L. 94—202 that the courts
should interpret the substantial evidence
rule with etrict adherence to its principles,
since the practice of some courts in making
ie novo factual determinations could result
in very serious problems for the Federal
judiciary and the social security programs.

Ill. PROGRAM ADMINISTRATION

ALministration by State agencies
(Sec. 304 (a) (b) (e) (f) and (h))

Present Law. Present law provides for dis-
ability determinations to be performed by
State agencies under an agreement nego-
tiated by the State and the Secretary of
Health and Human Services. Unlike the
grant-in-aid programs, the relationship is
contractual and State laws and practices are
controlling with regard to many administra-
tive aspects. State agencies make the deter-
minations based on guldeflnes provided by
the Department and the costs of making the
determination.9 are paid from the disability
trust fund in the case of DI claimants, or
from general revenues in the case of SSI
claimanJs by way of advancements of funds
or reimbursements to the contracting State
agency. Present agreements allow both the
State and the Secretary to terminate the
agreement. The States generally may ter-
minate with 12 months' notice and the Sec-
retary may terminate if he finds the State
has not complied substantially with any
provision of the agreement. -

Con/erence Action. The bill requires that
disability determinations be made by State
agencies according to regulations or other
written guidelines of the Secretary. It re-
quires the Seóretary to issue regulations
specifying, in such detail as he deemed ap-
propriate, performance standards and ad-
ministrative requirements and procedures to
be followed in performing the disability de-
termination function "In order to assure ef-
fective and unhiorm administration, of the
disability insurance program throughout the
United States." Certain operational areas
were cited as "examples" of what the regula-
tions may specify. These Include such items
as the nature of the administrative struc-
ture, the .physica location of and relation-
ship among agency staff units, performance
criteria and fiscal control procedures. The
bill also provides that this shall not be "con-
strued to authorize the Secretary to take any
action except pursuant to law or.to regula-
tions pursuant to law."

The bill also provides that if the Secretary
found that a State agency is substantially
failing to make disability determinations
consistent with his regulations, the Secretary
shall, not earlier than 180 days following his
endings, terminate State administration and
make the determinations himself. The pro-
vision also allows for termination by the
State. The State would be required to con-
tmue to make disability determinations for
not less than 180 days after notifying the
Secretary of its intent to terminate. There-
after, the Secretary would be required to
make the determinations.

Effective Date. The bill provides that these
changes will be effective beginning with the
12th month following the month in which
the bill is enacted. Any State that has an
agreement on the effective date of the
amendment will be deemed to have given
amrmative notice of wishing to make dis-
ability determinations under the regulations.
Thereafter, it may give notice oZ termination
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which shall be effective no earlier than 180
days after the notice is given.

Protect ion o/ State employees
(Sec. 304 (b) and (I))

Present Law. Under provisions of the Fed-
eral Personnel Manual, when the Federal
Government takes over a function being car-
ried out by a State, the Federal agency in its
discretion may retain the State employees in
their positions.

Coftference Action. The bill requires that if
the Secretary of Health and Human Services
assumes the disability determination func-
tion he must assure preference to State
agency employees who are capable of per-
forming duties in the disability determina-
tion process over any other individual in fill-
ing new Federal positions. However, the Sec-
retary would not be required to provide a
hiring preference to the administrator, dep-
uty administrator, or assistant administrator
(or comparable position) in the event that
the Secretary found it necessary to assume
the functions of a State agency. Although
he would not be required to provide a pref-
erence to persois in those positions, he could
do so if he determines that such action is
appropriate.

In addition, the Secretary would be pro-
hibited from assuming the State functions
until the Secretary of Labor determined that,
with respect to any displaced State employees
who were not hired by the Secretary, the
State had made "fair and equitable arrange-

ments to protect the interests of employees so
displaced." The protective arrangements
would have to include only those provisions
provided under all applicable Federal, State,
and local statutes, including the preservation
of rights and benefits (including continua-
tion of persion rights and benefits) under
existing collective-bargaining agreements, the
continuation of collective-bargaining rights,
the assgnment of affected employees to other
jabs or to retraining programs, the protection
of individuals against a worsening of their
positions with respect to employment, the
protection of health benefits and other fringe
benefits, and the provision of severance pay.

The bill also requires that the Secretary
submit to the Committee on Way8 and Means
and the Committee on Finance by July 1,
1980, a detailed plan on how he expected to
assume the functions of a State disability
determination unit when this became neces-
sary. The plan should assume the uninter-
rupted operation of the disability determina-
tion function and the utilization of the best
qualified personnel to carry out that func-
tion. If any amendment of Federal law or
regulation was required to carry out such
plan, a recommendation for such amendment
is to be included in the plan for action, for
submittal to the Congress.

Effective Date. Same as for the provision
for Administration by State agencies.

Payment br existing meUcal evkience
(Sec. 309)

Present Law. Authority does not now exist
to pay phy8icians and other potential sources
of medical evidence for medical information
already in exietence when claimant files an
application for di8ability insurance benefits.
Such authority does exist In the 881 pro-
gram.

Con/erence Action. The bill provides that
any non-P'ederal hospital, clinic, laboratory,
or other provider of medical services, or phy-
sician not in the employment of the Federal
Government, which supplies medical evi-
dence requested and required by. the Secre-
tary for making determinations of disability,
shall be entitled to payment from the Secre-
tary for the reasonable cost of providing such
evidence.

Effect ve Date. Six months after enactment.
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Pajment /0? certain travei expenses
(Sec. 310)

Present Law. Explicit authority does not
exist under the Social Security Act to make
payments from the trust funds to IndivIduás
to cover travel expensee incident to medical
examinations requested by the Secretary in
connection with disability determinations,
and to applicants, their representatives, and
any reasonably neces8ary witnesses for travel
expenses incurred to attend reconsideration
interviews and proceedinge before adminis-
trative law judges. Such authority now is
being provided annually under appropriation
acts.

Conference Action. The bill provides per-
manent authority for payment of the travel
expenses of individuals (and their represent-
atives in the case of reconsideration and AU
hearings) resulting from participation in
various phases of the adjudication process.
The amount available for air travel normally
shall not exceed coach fare.

Effective Date. Upon enactment.
XV. WAIVER OP WAITING PERIOD FOR TERMINALLY

Waiver o/ waiting perloci /or terminally ill
(Sec. 506)

Present Law. Under the DI program the
waiting period is the earliest period of 5
colsecutive months in which an individual
is under a disability. An individual is deter-
mined disabled if he is unable to engage in
any substantial gainful activity by reason of
any inodically determinable physical or
mental impairment which can be expected
to result in death or which has lasted or i
expected to last for not less than 12 months.
If an individual becomes di8abled and ap-
plies for benefits in the same month, the
waiting period will be Batisfied 5 months
after the month of application. With all
other conditione of eligibility having been
met, benefits will be due for the sixth month
after the month in which the disabling con-
dition begins, and will be paid on the third
day of the seventh month.

The waiting period cannot begin until the
individual is hisured for benefits (i.e:, the
individual has satisfied the quartere of coy-
eragé requirements). If the disabling condi-
tion begins before an individual is insured
for benefits, the waiting period can begin
only with the first month in which the Indi-
vidual has insured status.

If a worker is applying for benefits after
having been entitled to DI benefits previ-
ously (or had a previous period of disability)
within 5 years prior to the current applica-
tion, the waiting period requirement does
not have to be met again.

Senate Bill. The Senate bill eliminated the
waiting period for persons with a ternilnal
Ulness, i.e., a medically determinable physi-
cal impairment which is expected to result
in the death of such individual within the
next 12 months and which has been con-
firmed by two physicians in accordance
with the appropriate regulations.

The provision was to be effective for ap-
plicatlons filed in or after the mont.h of
enactment, or for disability decisions not
yet rendered by the Social Security Admin-
istration or the courts prior to the month of
enactment.

Benefits would be payable begining Oc-
tober 1980.

Con/erence Action. The conferees did not
agree to the Senate provision eliminating
the waiting period for persons with a ter-
minal illness, but in lieu thereof agreed to a
provi&ion authorizing up to $2 million a year
to be u8ed by SSA to participate in a demon-
stration project which is currently being
condicted within the DepArtment of Health
and Human Services. The purpose of the
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prOjeCt is to study the impact on the ter-
innally ill of provisions of the disability
programs administered by the Social Se-
curity Administration. It Is expected that
this demonstration authority and the result-
ing reports which will be made on demon-
stration proeCtB will provide the inlorma-
tion necessary to enable the Congress to
amend the Social Security Act so s to pro-
vide the kinds of services most appropriate
for individuals who ere suffering from ter-
minal illnesses.

Mr. PICKLE. Mr. Speaker, I yIeld 5
minutes to the gentleman from ConiieC-
ticut (Mr. RATCHF0RD).

(Mr. RATCHFORD asked and was
given permission to revise and extend his
remarks.)

Mr. RATCHFORD. Mr. Speaker, I
come to the floor enthusiasticallY to sup-
port this conference report.

As a Member who serves under the
chairmanshiP of the gentleman from
Florida (Mr. PEPPER) on the Select
Committee on Aging and as a Mem-
ber who in my own right served as Com-
missioner of the department of aging In
Connecticut for a 2-year period of time,
there Is no question, Mr. Speaker, that
there is a national scandal today In the
irea of Medi-Gap and In the area of
L'use of tle elderly. I would like to out-
line some of the abuses we found.

First, we found salesmen who were
selling policies which clearly duplicated
the coverage of medicare.

Second, we found misrepresentation
by salesmen as to what the policies ac-
tually covered.

Third—and we had very vivid testi-
mony to this effect—we found policies
were sold which duplicated existing poli-
cies on the person for whom insurance
was being extended.

And, fourth, we found in the area of
mail sales of policies that substantial
fraud existed.

The positive side was that we found
there are many States that had acted
and acted aggressively in this area. My
own State, the State of Connecticut,
earlier this year passed legislation that
went substatialIy further than many
other States. Connecticut passed legisla-
tion which established a minimum Indi-
vidual loss ratio of 65 percent and a min-
imum group loss ratio of 75 percent.
Also, the Connecticut law provides that
any gaps or overlaps with medicare must
be spelled out In writing and allows the
State Commissioner of Insurance to de-
velop the implementing regulations.

Unfortunately, there are many States
that do not have this coverage, and as a
result this legislation which is contained
In the conference report today is need-
ed, and It Is needed badly. We found
three areas nationally where coverage
was needed in national legislation.

First, legislation which requlre8 that
before policies are approved by the com-
missioner of insurance or before insur-
ance Is approved, rather, it must be ap-
proved at the State level by the commis-
sioner of Insurance;

Second, a law which would make It un-
lawful for an insurance salesman to rep-
resent that he was a representative Or
employee of medicare;

And, third and finally, the law requires
that there be the creation of a program
of voluntary certification in the Depart-
ment of Health, Education, and Welfare.

So it Is for these three reasons that
the Medi-Gap coverage is necessary. I
am pleased that the conference commit-
tee reached agreement in this area, and I
am pleased that we now will have a vol-
untary certification program.

I am pleased, above all, that the frail
elderly wifi no longer be subject to the
abuse we found rampant in the United
States.

So, Mr. Speaker, I applaud the Com
mittee on Ways and Means, and I ap-
plaud especially the work of the sub-
committee. I urge adoption of the con-
ference report.

Mr. CONABLE. Mr. Speaker, will the
gentleman yield?

Mr. RATCHFORD. I yield to the gen-
tleznan from New York.

Mr. CONABLE. Mr. Speaker, I thank
the gentleman for yielding.

Mr. Speaker, this was a difficult mat-
ter of negotiation within the committee.
There was great concern about Federal
Intrusions into the area of insurance reg-
ulation, and yet there was widespread
evidence of abuse in mail order sales of
Medi-Gap Insurance.

We think we have worked out a com-
promise here—and may I say that Sen-
ator BAVcVS of the other body was ex-
tremely active In this effort—that will
protect the elderly and will at the same
time keep the Department of Health and
Human Resources from getting heavily
Into the insurance regulation area.

For that reason, Mr. Speaker, I think
the compromise Is particularly hopeful.
We have, in other words, not created a
substantial intrusion of a new Federal
function, and yet we have dealt with the
abuse that has been such a wide$pread
matter of concern.

Mr. RATCHFORD. Mr. Speaker, I
strongly agree with the gentleman from
New York (Mr. CONABLE).

Mr. PEPPER. Mr. Speaker, will the
gentleman yield?

Mr. RATCHFORD. I yield to the chair-
man of the Select Committee on Ag1ng

Mr. PEPPER. Mr. Speaker,.I just want
to join In the commendation of the con-
ferees, especially those on the part of the
House, in accepting these Medi-Gap
amendments. This has been a gracious
act on their part and, I think a mean-
ingful one for the elderly people of this
country.

Second, especially as chairman of the
Select Committee on Aging, I want to
commend the distinguished gentleman
from Connecticut (Mr. RATcHFORD) for
his great contribution in producing this
Medi-Gap legislation.

0 1150
Mr. CONABLE. Mr. Speaker I yield

such time as he may consume to the gen-
tleman from. Tennessee (Mr. DVNcAN).

(Mr. DUNCAN of Tennessee asked and
was given permission to revise and ex-
tend his remarks.)

Mr. DUNCAN of Tennessee. Mr. Speak-
er, I support the conference report on
H.R.. 3236 because I believe it represents
the best set of compromises obtainable.
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HR. 3236, as passed by this House, was
designed to make the disability insurance
program more responsive to the needs of
both beneficiaries and Insured workers,
whose taxes pay the benefits. It did so
mainly by offering new incentives to
tho8e who are disabled but who are try-
ing to become succe8sfully employed
again.

In the other body, these important pro-
visions were not altered radically. There
were some differences, of course, but they
were not terribly dlmcult to resolve.

The real problems for the conferees
were posed by amendments of the other
body which had nothing to do with the
original contents of H.R. 3236. These un-
related provisions make changes in sev-
eral different titles of the Social Security
Act and involve such widely disparate
subjects as runaway fathers and Insur-
ance policies to supplement medicare.

The conference report changes title IV
of the Social Security Act by requiring
many adult recipients of aid to families
with dependent children to register not
only for. work but for job search pro-
gram8. It permits easier access to data
needed intracking down delinquent par-
ents in child support cases. And it in-
creases Federal matching money for im-
provements in information retrieval sys-
tems for welfare programs.

The report amends title XVIU of the
Social Security Act by requiring the Sec-
retary of Health and Human Services to
establish a voluntary certification pro-
gram for medicare supplemental policies
in States which do not provide certain
standards. This was an amendment of
the other body, adopted by the managers
on the part of the Fouse only after pro-
longed negotiations. The amendment
was modified in conference so that vol-
untary certification would not become
effective until July 1982 and so that a
certified policy would have to meet or
exceed standrds set by State Insurance
commissioners, not Federal law.

The voluntary certification program
would not be applicable to any policy
issued In a State which has standards
that "are equal to (Or) are more strin-
gent than" standards set forth in a model
regulation adopted by the association of
State insurance comnIssioners. A panel,
appointed by the President and consist-
ing of the Secretary of mIS and four
State insurance commissioners, would
determine whether a State had accepta-
ble standards. The statement of man-
agers makes it clear that the conference
report phrase "more stringent than"
was not designed to be a benchmark for
the panel but was Inserted solely to em-
phasize the congressional intent that
States should not be encouraged to limit
their regulatory programs to a minimal
level.

Although this portion of the report is
not In precisely the form that some of
us who served as managers would prefer
It to be, it Is a pragmatic solution to a
very controversial and complex Issue.

Much the same can be said of agree-
ments reached on other sensitive issues
by this conference. I doubt that any of
the managers Is completely satisfied with
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every part of the report, but I believe
that every manager on the part of the
House is satisfied with the whole.

All in all, Mr. Speaker, It is a good
report, worthy of approval by this body.
• Mr. BINGHAM. Mr. Speaker, I rise to
clarify for the record why I am voting
in favor of the conference report on the
Social Security Disability Amendments
of 1980 (H.R. 3236) when I voted against
the original House-passed bill.

First, the conference committee ver-
sion of H.R. 3236 includes the provisions
of H.R. 3464, the supplemental security
Income disability amendments which
make needed reforms in the SSI program
and which was approved separately by
the House on June 6, 1979, by a vote of
374 to 3. I supported passage of H.R. 3464
because of the help It will provide to the
disabled with the lowest Income. I sin-
cerely regret that the Senate chose to
attach H.R. 3464, whIch I favor, to H.R..
3236, whIch I voted against. Briefly, these
881 reform provisions are aimed at en-
couraging disabled 881 recipients to re-
turn to work and remain productive
members of society by continuing 88!
benefits even if their earned income ex-
ceeds the substantial gainful activity
(BOA) earned Income limit of $300 per
month.

Most Importantly, this would protect
the medicaid and social services eligi-
bility of these 88! recipients who return
to work. Under this legislation, a 3-year
demonstration program would be estab-
lished by January 1, 1981, protecting dis-
abled 581 recipients who return to work
from loss of benefits including medicaid
and social services up to the amount they
were receiving before they returned to
work. More Important, the conference
committee provisiohe also establish a
pilot program to assist States in provid-
ing medical or social services to severely
handicapped persons who earn more
than allowed by the substantial gainful
activity (SGA) rule of $300 per month
and do not receive 88!, the special bene-
fits explain above, or medicaid. How-
ever, because of current budget problems,
funding of this pilot program would be
delayed until fiscal year 1982. I look for-
ward to Implementation of this pilot pro..
gram which will help severely disabled
adults return or continue to work by al-
lowing them to qualify for medicaid and
social services. I have a number of con-
stituents who will benefit from this long
overdue reform.

Second, the conference committee re-
duced the cuts in social security disa-
bility benefits proposed in the House-
passed version of H.R. 3236 and made It
clear that the cuts would apply only to
those young disabled workers with fam-
ilies who first qualify for benefits on or
after July 1. 1980 Instead of January 1,
1980 in the House version of H.R. 3236.
This means that no current recipient of
disability insurance benefits will be ad-
versely affected by this 15 to 18 percent
reduction in family benefits in this leg-
islation. I regret that any cutu In bene-
fits are Included In this bill. I share the
concern yl current recipients of old age
Insurance that they set a precedent for
further cuts in social security benefits
and break faith with past, present and
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future contributors to the social security
trust funds. I pledge to all these con-
cerned citizens that I will fight any fur-
ther cuts in social security benefits as
long as I am in Congress.

Third, the committee retained and ex-
panded the House-passed provisions in
H.R. 3236 and R.R,. 3464 which further
encourage social security and $8! bene-
ficiaries to return to work despite their
lmoeirments. These provisions would:

Double the present trial period to 2
years for both the OASDI and 581 pro-
grams for individuals still disabled 6
months after enactment. The trial work
period is the period during which a dis-
abled individual may work without losing
eligibility for benefits;

Deduct from a disabled individual's
earnings Impairment-related work ex-
penses, including attendant care and
medical equipment costs, in computing
eligibility for OASDI and 88! benefits.
This provision, effective 6 months after
enactment, would apply only to those
disabled individuals who pay their own
expenses;

Extend medicare coverage for an addi-
tional 3 years to disabled beneficiaries
who return to work;

Eliminate the second 2-year waiting
period for medicaid benefits for those
who reapply.for benefits after unsuccess-
fully attempting to work, effective 0
months after enactment;

Consider as earned income that in-
come received from sheltered workshops
a.ud work activities centers, thus making
it eligible for earned-income disregards
to determine 88! payments, as of Oc-
tober 1980;

Limit the deeming of parents' income
and r6sources to disabled or blind chil-
dren age 18 whether or not the child is in
school or in training, begInning October
1980. ChIldren between the ages of 18 and
21 who are receiving SSI benefits as of
October 1980 would not have their bene-
fits reduced; and

Continue OASDI and 58! benefits for
medically recovered persons in approved
vocational rehabilitation programs. Ben-
efits would be continued only If the So-
cial Security Commissioner determined
that this would increase the probability
of the beneficiary being permanently re-
moved from the disabled rolls.

Fourth, the conference committee In-
cluded a modified version of a Senate
amendment I supported providing pro-
tection to consumers against fraudulent
Medi-Gap insurance—private insurance
policies which supplement medicare
benefits. These provlslona would require
States to establish a voluntary certifica-
tion program by July 1, 1982, for medi-
care supplemental policies. In order to
receive State certification, these policies
would have to meet or exceed standards
established by the National Association
of Insurance'Commissloners in 1979; and.
pay benefits to subscribers that meet an
established loss ratio of 7 percent for
group policies and 60 percent for Individ-
ual policies. A lose ratio is the amount
an insurance company pays out to bene-
ficiaries as compared to the amount col-
leoted in premium payments. This kind
of.consumer protection is needed as soon
as possible so I hope Statea will move
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quickly to establish their voluntary
certification programs.

Finally, the conference committee ver-
sion of H.R,. 3236, H.R. 3464, authorizes a
number of important demonstration pro-
grams including one which would elimi-
nate the 5-month waiting period for the
terminally Ill to qualify for dlsabthty
benefits. In addition, It tightens admin-
Istration of the disability insurance pro-
gram and the Aid For Dependent Chil-
dren (AFDC) welfare program.

The decision to vote for H.R. 3236 as
reported by the conference committee
has been a difficult one because of tle
cuts in disability benefits to future re-
cipients which were included in the leg-
islation. But! believe on balance the pro-
visions in this measure before us today
do more good for social security and 88!
recipients than harm. I hold out some
hope that the decision to cut some dis-
ability bene.fits can be reevaluated next
year when the National Commission on
Social Security submits its extensive re-
port to Congress on January 11. The re-
port is expected to review the adequacy
of social security benefits and recom-
mend Improvements. This should give
Congress an opportunity to test the the-
ory behind the cuts In disability benefits
that they will help encourage recipients
to return to work. I look forward to this
opportunlty.•
• Mr. SHANNON. Mr. Speaker, I rise in
strong support of the Medi-Gap provi-
sions of the conference report on the
Disabality Amendments Act,

In the 15 years since medicare was
first enacted, we have witnessed a dra-
matic increase In health care costs in
this country. Health care costs have con.
sistently Increased at rates far exceeding
the increases in the cost of living.

No group has suffered more from these
Increases than the elderly who have had
to pay more out of their pockets in order
to participate in the medicare program
and to cover the increasingly larger
share of their bills which medicare does
not cover.

Consequently, the elderly are increas-
ingly turning to the purchase of private
health insurance policies to fill the gaps
In medicare's inadequate coverage.

It has been estimated that two-thirds
of the elderly have at least one such
health insurance policy and that the el-
derly spend almost $4 billion each year
on these "Medi-Gap" policies.

The problem Is that there are many
abuses in the sale of these Medi-Gap
policies. Hearings before the Senate and
House Aging Committee's have docu-
mented the fact that policies are often
sold t© the elderly on the understanding
they will pay for items which are not
covered by medicare such as out-of-hos-
pital prescription, drugs and nursing
homes. However, the reality is that most
of these policies provide payment only
for medicare's copayment and deduct-
ibles. Unethical Insurance agents and a
small number of Insurance companies
have also sought to capitalize on the
fears of the elderly by selling them ex-
cessive or duplicative insurance with
very limited value. The instances of
abuse have reached the potht Of being a
national scandal.
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However, even in the face of undeni-
able evidence of widespread abuse, up
until this year no legislation had been
passed by either House of Congress
wilch would help remedy this problem.

During the Ways and Means Health
Subcommittee consideration of the
MedicareMedlcaid Amendments Act of
1979 (HR. 4000) I offered an amend-
ment which was adopted that would set
up a voluntary certification prograni of
medicare supplemental insurance pol-
icies which is very smUar to the pro-
gram contained in this corference report
which we are now considering.

Under both this propoial companies
which sell Medi-Gap insurance policies
can apply to the Secretary of Health and
Human Resources for certification that
the policy meets or surpasses certain
minimum standards. If the policy meets
the standards, thiè fact can be used In
advertising and selling the policies. This
should provide a competitive advantage
to policies which do protect the elderly
and work to the djsavantage of those
policies which are not worth the paper
they are written on.

This program will also provide crim-
inal penalties for agents who engage in
fraudulent sales practices. Violations
are punishable by up to 5 years in prison
and a $25,000 fine. The same penalties
will be applied to compaxdes which sell
Medi-Gap policies through the maI in
8tates which have not approved those
policies.

Under the certification program which
we hate before us, the elderly will soon
have the protection from fraudulent
sales practices and worthless insurance
policies. I urge my colleagues to protect
the elderly and approve the conference
report.•
• Mr.. BIAGGI. Mr. Speaker, I rise with
mixed reactions to the pending confer-
ence report to accompany HR. 3236, the
social security disability amendments.
The nature of my dilemma is this. When
HR. 3236 came before the House last
September, I voted against the legisla-
tion because I considered it to be a puni-
tive and premature, piece of legislation
which imposed unnecessary hardships
on individuals and families participating
in the disability insurance rograni.

However, the conference report In-
cludes a vitally important provision
which was one of the maJor initiatives
of the House Select Committee on Aging
on which I am proud to be an otiginal
member. I refer to the so-called "Medi-
Gap" prov1sion. In November, our com-
mittee under the exemplary leademhip
of Cbafrman CL1wD PEPPER conducted a
celebrated heailng on fraudulent medi-
cal Insurance policies which were being
sold to medicare recipients to cover those
items which were spending nearly $1 bil-
lion a year on unnecessary and often-
times worthless Insurance policies. The
catalyst for the scandal was the fact that
medicare, when enacted in 1966 was sup-
pose to cover 80 percent of the health
care need of senlora—today only covers
38 percent of actual needs. Included
among medical items not covered by
medicare are hearing aids, eyeg!asses—
needed by' more than 90 percent o sen-

iors and much of the expenses associated
with catastrophic illnesses.

We learned that senior citizens by the
millions purchase so-called "Medi-Gap"
insurance policies sold by private com-
panies. Specifically, more than two-
thirds of the 23 million seniors in this
Nation have at least one .Medl-Gap
policy—many have more than one. AU
told some 19 million such policies esti-
mated at a cost of $1.5 billion were sold
in 1977 alone.

At our hearing—we heard one espe-
cially horrifying story by the son and
daughter of one elderly woman who was
duped into buying 71 dIfferent health in-
surance policies at a cost of more than
$30,000 in premium payments. These
policies were largely duplicative and
worthless.

I actually did more than just partici-
pate in the House Select Committee on
Aging hearing on this subject. In ad-
vance of the actual hearing, I joined an
elderly woman at a private home to
which a private insurance agent visited
to sell a cancer Insurance po'icy. I was
advised by the agent of the extent of the
policy-'3 coverage and as a copy of the
policy was handed over emblazoned in
big red letters was the ominous warn-
ing cancer will strike. If this intimi-
dating warning was not enough—the
agent then launched into a discussion
of the many medical expense3 which the
particular policy would cover If in fact
cancer was contracted. However, the
facts belie these promises. The over-
whelming majority of medical expenses
covered by these policies are triggered
if you are in fact hospitalized. The fact
is many cancer patients receive medi-
cal treatment outside of the traditional
hospital—in clinics and the like. Under
nst cancer Insurance policies—these
expenses would not be covered. One of
the House Select Committee on Aging
staff members herself a victim of cancer
purchased one of these policies and al-
though paying $100 in premiums, her
policy only covered $160 of 8ome $4,000
in medical expenses.

What our hearing revealed was that
policies sold by major Insurance compa-
nies were bona fide ripoffs to elderly
consumers. An insurance policy at the
very minimum should return at least 60
cents of the consumer dollar In terms
of expenses covered. Yet our committee
found that companies were returning as
little as 37 cents on the dollar including
one company—which practically gar-
nered the entire market in caicer poli-
cies—returned on the average just 43
cents on the dollar.

Foflowing this hearing, I joined Chai;-
man PEPPER as a cosponsor of HR. 2602,
the so called Medi-Gap Act. It directed
the Secretary of the Department of
Hea1tb and Human Services to insti-
tute a program of voluntary certifica-
tion of policies sold in supplementation
of medicare. We worked hard to get the
fuli House an oppotun1ty to consider
th1a legislation.'

I am supporting the conference re-
port to HR. 3236 because It contains
important language aimed at averting
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continued consumer fraud in Medi-Gap
Insurance industry.

Specifically the language in the con-
ference report provides:

Effective July 1, 1982, a voluntary
certification program would require a
medicare supplemental policy to meet or
exceed standards established by the Na-
tional Association of Insurance Com-
missioners in 1979 and pay consumers
of group policies at least 75 cent8 on the
premium dollar in benefits and for those
holding individual policies the return
should be at least 60 cents on the dollar.

Under the cOnference report, 8tates
would haVe until July 1, 1982, to design
their own qualified certification program
before the Federal program could be
implemented. This is consistent with the
provisions of the McCa.rran-Fergasson
Act of 1945 whIch in effect leaves the
regulation of the insurance industry
largely to the Stats. It should be noted
that several 8tates most notably my
home State of New York have in fact
adopted strong regulations which re-
strict or ban the sale of low-return in-
surance policies wd which also bar the
aforementioned "dread disease po1Icies'.
New York 8tate has been in the fore-
front in this area and I especially com-
mend Commi.sioner Al Lewis from the
8tate Insurance Commis,4on.

The pending conlerence report aiso
provides that the Secretary of Health
and Human Services may Issue certifica-
tion to insurers who meet these stand-
ards and requirements. The conference
report also intends that insurers notify
policyholders of the loss certification.

The conference report does provide for
certain exceptions. Included are group
health policies held by one or more em-
ployers or abor orgaiIzations on
grounds that these policies are not de-
signed as supplemental coverage and are
sold to all persons regardless of age. Also
excluded are proIsiona1 trade and oc-
cupational associations if the a8sociation
exists for purposes other than obtain-
ing insurance.

Finally, the conference report provides
that Federal criminal penalties would be
imposed on Insurance companies who sell
supplemental Insurance policies through
the mail in States which have not ap-
proved such policies with certain excep-
tions. This is vital to our commitment to
consumer protection.

Over our 5-year history, the House
Select Committee on Aging has been re-
sponsible for leading efforts which re-
sulted in landmark legislation. One
recalls the ending a! mandatory re-
tirenient at age 65, the Older Amer-
icans Act Amendments of 1978 with
its establishment of our rst national
program of providing meals to the
homebound elderly. Today our mark is
again being felt on the legislative proc-
ess. It was our hearing that initially
exposed the fraud victimizing millions of
senior citizens. It was our hearing which
disclosed the unscrupulous nature of cer-
tain insurance policies to unsuspecting
seniors. Finally, it was H.R. 2602 spon-
sored by our chariman, Mr. PEPPER and
cosponsored by the leadership of the
committee which served as a catalyst for
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the legislation before us today. I urge
my colicagues to support this conference
report because of the Medi-Gap lan-
guage.

We are taking an important first step
in an effort which will take many steps
to reach total fruition. Admittedly our
approach to this issue is voluntary in
natuie. It may require stronger action in
the future. Let us hope that H.R. 3236
serves as a stimulus to States to do their
best to prevent the sale of fraudulent
Medi-Gap insurance policies. We must in
short order enact legislation which will
expand medicare coverage thus further
diminishing the need for supplemental
policies. Such legislation has been pend-
ing before the full House for some time—
H.R. 3990. I urge the leadership to
schedule this important bill for immedi-
ate consideration. As we continue to
grapple with the optium legislation for
national health Insurance, let us attack
the issue incrementally including expan-
sion of medicare coverage which is vital
to the national health insurance needs of
the our elderly.

In all candor—the Medi-Gap provi-
sions are the saving graces of a piece of
legislation to which I still harbor funda-
mental reservations. Specifically I re-
main opposed to the provisions which
will limit the maximum amount of total
benefits that may be paid to disability
insurance beneficiaries to 85 percent of
the workers average indexed monthly
earnings or 150 percent of the workers
beneflt—whichever is less. While this
provision is only for newly eligible re-
cipients—the net result is still the
same—we are reducing benefits for peo-
ple in need at a time when inflation
shows little sign of abating.

I also have strong reservations about
the change in the so-called drop out
years in computing benefits.

These provisions as well as certain
other proposed changes in the disability
program are based on two false premises.
The first is that the disability insuran ze
trust fund is in trouble and only by re-
ducing benefits can we save it. This fund
is sound for the next 75 years, according
to the trustees of the social security sys-
tem. The second false premise Is that by
reducing benefits, you provide work in-
centives for those on disability. For some
this may be true but over 70 percent of
recipients are over age 50 and have
chonic disabilities which make rehabili-
tation impossible.

In essence thIs Is not the time to make
people more defenseless against inflation
or recession. This will result with pas-
sage of HR. 3236. However, in this bit-
tersweet legislative proposal—the pros
do outweigh the cons and the measure
deserves support. Hopefully, next year
we can review the disability program
once more and do away with some of the
more onerous provisions In this legisla-
tion.•
• Mr. COTrER. Mr. Speaker, I rise in
strong support of H.R. 3236, the social
security disability amendments.

I was privileged to be a conferee on
this Important legislation and can rec-
ommend this conference report without
hestitation to my colleagues.

The purpose of this lcgislatjoii is to
provide added ixicentive for disabled
woikers to return to work tnd, in addi-
tion, not make disability payments at-
tractive enough to dissuade people from
returning to work.

The bill allows workers to return to
work on a trial basis for 2 years without
losing eligibility for benefits. It allows
disabled workers to disregard work re-
lated expenses and extends medicare
coverage for an additional 3 years to dis-
abled beneficiaries who return to work.
In addition, the legislation eliminates
the 2-year waiting period for medicare
benefits for disabled workers who find
they cannot work.

The conferees labored intensely on a
new Medi-Gap provision and I think the
conferees decisions, on the whole, were
balanced and deserve support.

tinder the provision of the bill, States
have until July 1, 1982, to establish their
own regulations which would assure that
Medi-Gap insurance policies meet or ex-
ceed the standards established by the
National Association of Insurance Com-
missioners and have specified loss-ratios.

These minimum benefits provided a
reasonable basis so that older Americans
will be assuted that the supplemental in-
surance policies they purchase really pro-
vide protection.

I was glad that the conferees accepted
a provision that would limit the ability
of unscrupulous legally admitted aliens
who apply for SSI benefits immediately
after coming to the country. In the fu-
ture such aliens or their sponsors must
repay any SSI benefits.

Under present law aliens admitted to
this country must either be self-sufficient
or have a sponsor that is capable of pro-
viding for their well-being. I think this
new provision will cut down fraud and
abuse in this area.

There are several small but important
welfare benefits and, as a whole, I be-
lieve that this legislation deserves the
overwhelming support of the House.I
• Mr. CARTER. Mr. Speaker, I am
pleased to join in support of the confer-
ence report on H.R. 3236, the Social Se-
curity Disability Amendments of 1980,
which Is intended to provide better work
incentives and to improve accountability
in the disability insurance program.

In particular, I want to express my
strong support for the provision in this
conference report which establishes a
voluntary certification program formed-
icare supplemental health Insurance.
This proposal, which ha become known
simply as Medi-Gap, is very similar to
the Medi-Gap provisiozi adopted by the
Commerce Commttee earlier this year
and reported as part of H.R. 4000—the
medicare and medicai4 amendments—
of which I am a sponsor.

In fact, I am proud to have been a co-
sponsor of the original Medi-Gp legis-
lation, introduced by my good friend and
distinguished cha1rniaa of the House
Select Committee on Aging, Senator
CLAUDE PEPPER of Florida. And I would
like to take this opportunity to commend
the Senator for his diligent efforts in
bringing this matter to congressional
attention—and for seeing that appro-
priate legislative action would be taken,
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Following the Aging Cominjttqy hear-
ings, the Health and Environment Sub-
committ, held a special hearing on the
problems surrounding the sale of medi-
care supplemental insurance and as a
result of those hearings, our Coninierce
Committee reported legislation contain-
ing the voluntary Medi-Gap propoGal.

Mr. Speaker, I regret very much that
this legislation is necessary.

I regret that numerous examples of
abusive practices have occurred with re-
gard to the selling of medicare supple-
mental Insurance to the elderly of this
country.

Many, too many, older Americans have
been intimidated or misled into buying
the so-called Medi-Gap policies, which
were later found to be duplicative, un-
necessary, or simply Inadequate.

However, because these abuses have
occurred, congressional attention has
been focused on this problem. And as a
result, a very reasonable approach has
been developed to address the situa-
tion—in my opinion.

Under the legislation, Insurance com-
panies could apply on a voluntary basisfor certification of their MediGap
policie8. And in State8 where reasonable
mea8ures have already been developed to
regulate such policies—then the volun-
tary Federal certification program would
not apply. Certainly, It would be our
hope that all States would adopt at least
the minimwn standards necessary to In-
sure protection of their medicare bene-
ficiaries from any similar abuses in the
future. While many States have in fact
taken the initiative in this field, not all
have done so.

In conclusion, i would urge my
colleagues to support the conference re-port, which includes this important
"Medi-Gap" proylsion to help end the
abuses In the sale of health insurance to
medicare beneficiaries.

I would also like to commend my
distinguished colleagues__congressman
ULLMAN, chairman of the Ways and
Means Committee, and Congressman
CONABLE, the ranking minority member,
for their excellent work on this confer-
ence report. And I appreciate the
thoughtful consideration that they have
given to the Medi-Qap issue and to the
many other Important provisions in this
legislation.

Thank you, Mr. Speaker.I
I Mr. OBERSTAR. Mr. Speaker, I rise
in opposition to the conference agree-
ment on HR. 3236 because the legisla-
tion before us now still contains, es-
sentially unchanged, the provision which
caused me to oppose the bill when It was
before us last September.

This legislation will reduce benefits an
average of 15 percent to 18 percent for
any disabled worker who first becomes
entitled to benefits alter July 1, 1980.
Averages, however, do not tell the wholestory. The limitation will not affect
workers over age 47 who have o de-
pendents eligible for benefits. It affects
all younger workers and all workers with
families. For all Intents and purposes,
this- bill abolishes mother's benefits be-
cause the ceiling on benefits is the same
whether a worker has one dependent or
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10. The average reduction to this younger
worker is not 15 percent, it is 30 percent.

The limitation or cap on family
benefits is not necessary to protect the
diabi1itY Insurance trust fund. Its in-
cIustOfl In a bill 4esigned to provide Work
incentives s an affront to those workers
whose disabilities are so severe that no
amount of personal initiative would en-
able them to reenter the labor market
and it is an economic penalty to any
worker with a family who has the mis-
fortune to become disabled.

It is important far each and every
Member of this body to understand the
practicai, every day effect of these
changes. In many cases, the effect will
be to push into poverty or on to welfare
rolls the families of disabled wage
earners. This will be particularly true
of one parent families or families where
the spouse of a disabled worker is un-
able, for whatever reason, to enter the
labor market to supplement Inadequate
social security benefits.

Before voting on this bill, I would like
each Member of Congress to review with
me the manner In which benefits are
computed.

The average monthly indexed earning
(AIME) which is the basis for the pri-
mary benefit is computed by averaging
every year of a worker's career. This
means early years when the worker is
not yet established In the labor market;
years of unemployment or labor strife;
years of military service at low wages;
perhaps years of part-time work while
continuing education, and, for women,
child care years. Basically, we are talk-
ing about every year after a worker's
21st birthday. From those years, under
current law, up to 5 years of low or no
earnings can be dropped, but at least 2
earnings years must be used in the
computation.

Under the legislation before us now,
the number of permitted dropout years
are reduced for every wage earner under
age 41. Workers under age 27, those most
likely to have the lowest annual earn-
ings, will have to count every year. Above
that age, one dropout year Is allowed
for each 5 years of age up to a maximum
of five for an older worker. One addi-
tional change is made which will be of
marginal help to workers—almost in-
variably women—who dropped out of
the labor market to care. for young chil-
dren. The parent who completely dis-
continued working to care for a child
under 3 may drop out a year of earnings
for each year of childcare as long as the
total number of dropout years do not
exceed three.

The increase in number of years
counted will mean a primary benefit re-
duction for every young worker with a
family, but the "cap" on family benefits
of 150 percent of a prtniarY benefit or a
maximum of 85 percent of average earn-
ings hurts that worker even more.

Under current law, the maximum ben-
efit paid to a famfl varies from 150 per-
cent to 188 percent of a primary benefit.
The worker with low average earilings
is already "capped" at 150 percent of his
or her own benefit. That low earnings
worker will now be "capped" as low aa
100 percent of a primary benefit.

To understand what this means to a
family, we have to look at how benefits
are paid.

Under current law, each eligible de-
pendent of an annuitant is entitled to a
benefit equal to 50 percent of the work-
er's benefit, but the total paid cannot
exceed the family maximum. The limita-
tions contained In this bill before us wfll
provide for a maximum, of one dependent.
In many Instances, no family benefits
will be paid.

Disability benefits applications and ap-
proved claims increased gradually from
1962 when the 50-year age limit was
dropped until they reached a peak In
1915. Since that time, approved claims
have dropped sharply and the number of
awards per 100,000 insured workers Is
less now than it was in 1970—458 per
100,000 against 479 per 100,000. The dis-
ability insurance trust fund Is accumu-
lating a surplus to the point we are talk-
ing about reallocating payroll taxes from
that fund to the old age and survivors
trust fund.

This reduction in numbers of awards
is partiall' due to closer Office of Dis-
ability Operations' monitoring of the dis-
ability decisions of State agencies. It can
also be attributed tO the issuance of regu-
lations setting forth, for the first time,
the manner in which vocational factors—
that is, age, education, experience—are
to be evaluated when a worker is severely
disabled. The administrative ability of
the Social Security Administration to
supervise disability awards will be
strengthened by other features of H.R.
3236.

In plain everyday English, a younger
worker is not adjudged disabled unless he
or she is terminally ill or so severely im-
paired that the possibility of a return to
the labor force is virtually nonexistent.

•

Older workers have a slightly less
stringent application of vocational fac-
tors, but an older worker, frequently at
the peak of lifetime earnings potential, is
not found disabled if he is capable, of
performing the most basic, sedentary job
in the economy at the minimum wage.

When a decision has been made that
these workers meet the disability criteria
of the law, must we compound their su!-
fering by insuring that financial hard-
ship accompanies physical hardship? Do
we force their families on to our welfare
rolls under the guise of a "work incen-
tive?"

HTh. 3236 contains real work incentive
features which I wholeheartedly support.
I was one of the original sponsors of leg-
islation to eliminate the second medicare
waiting period and throughout my career
I have strongly supported vocational re-
habilitation services to help people enter
or reenter the labormarket.

When the House considered H.R. 3236
last September, it provided a "cap" on
benefits of the lesser of 150 percent of a
primary benefit or 80 percent of a prior
average wage. The only change made In
conference is that the maximum was set
at, 85 percent of average indexed earn-
ings, rather than 80 percent. This mini-
mal change does not significantly alter
the fact that there will be absolutely no
family benefits paid to thousands of
young workers with low wages or to those
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older workers who have gaps in their
wage records.

The reductions in benefits contained
in this legislation are not necessary to
protect the Integrity of the disability in-
surance trust fund. Removing the sub-
stantial disability insurance protection
workers now have, will not result in any
reduction in the tax on wages, We will
add to the suffering of the family of a
disabled worker and achieve no benefit
equal to the hardship we will impose.

Reluctantly, I cast my vote in opposi-
tion to an otherwise commendable bill.I

Mr. PICKLE. Mr. Speaker, 1 move the
previous question on the conference re-
port.

The previous question was ordered.
The SPEAKER pro tempore. The ques-

tion is on the conference report.
The . question was taken; and the

Speaker pro tempore announced that the
ayes appeared to have it.

Mr. BAUMAN. Mr. Speaker, I object to
the vote on the ground that a quorum
is not present and make the point of
order that a quorum is not present.

The SPEAKER pro tempore. Evidently
a quorum is not present.

The Sergeant at Arms will notify ab-
sent Members.

The vote was taken by electronic de-
vice, and there were—yeas 389, nays 2,
not voting 42. as follows:

YEAS—389
Abdnor Carney Ertel
Addabbo Carr Evans Del.
Akaka Carter Evans, Ga.
Albosta Cavanaugh Evans, md.
Alexander Chappell Fary
Ambro Cheney Fascell
Anderson, Chisholm Fazio

Calif. Clausen Fenwick
Andrews, N.C. Clay Ferraro
Andrews, Cleveland Findley

N. Dak. Clinger Fisher
Annunzio Coelho Ftthian
Anthony Co eman Flippo
Applegate Collins, Ill. Florio
Archer Collins, Tex. Ford, Mich.
Ashbrook Conable Ford Tenn.
Ashley Conte Forsythe
Aspin Conyers 1'ountain
AtlUnoon Corcoran Fowler
Bafalis Corman Frenzel
Bailey Cotter Frost
Baldus Courter Fuqua
Barnard Crane, Daniel Gaydos
Barnes Crane, Philip Gephardt
Bauman D'Amours Giainlo
Beard, Ri. Danie, Dan Gibbons
Beard, Tenn. Daniel, R. W. Gilman
Bedell Danielson Gingrich
BeUenson Dannemeyer Ginn
Benjamin Daachle Glickmán
Bennett Davts, Mich. Goldwater
Bereuter de Ia Garza Gonzalez
Bethune Deckard Goodling
Bevill fleilums Gore
Biaggi Derrick Gradison
Bingham Derwinskt Gramm
Blanchard Devine Gray
Boland Dicktnson Grisham
Boiling Dicka Guarini
Boner Dingell Gudger
Bonior Donnelly . Guyer
Bouquard Dornan Hageclorn
Brademas Dougherty Hall, Ohio
Brinkley Downey Hall, Tex.
Brodhead Drinan Hamilton
Brooks Duncan, Tenn. Hammer-
BrOoinfield Early 8chmidt
Broyhili Eckhardt Hance
Buchanan Edgar Hanley
Burgener EdwarcI, Ala. Harkin
Burlison Edwards, Calif. HarriB
Burton, John Edwards. Okla. Harsha
Burton, Philip Emery Hawkins
Butler English Heckler
Byron Erdahi Her ner
Campbell Erienborn- HeItel
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Hightower
hulls

Lowry
Lujan

Oakar
Obey

Sharp Stratton Wbite
Shelby Studd8 Whitehur8t

Hinson
Holland

Luken
Lundine

Ottinger
Panetta

Shumway Stump Whitley
Shunter Swift Whittaker

Hollenbeck Lungren Paahayan Simon Synar Whitten
Holt McClory Patten Skelton Tauke Williams, Mont.
Hopkins McC1okey Patterson Smith, Iowa Tauzin Williams, Ohio
Horton
Howard

McDad
McDonald

Paul
Pea5e

Smith, Nebr. Taylor Wilson, Bob
Snowe Thona$ WilBon, Tex.

•Hubbard
Huckaby

McHugh
Mcay

Pepper
Petrl

Snyder Thompson Winn
Solarz raxler Wirth

Hughe8 Madigan Peyeer Solomon Trible Wolpe
Hutto
Hyde

Magure
Markey

Pickle
Porter

Spellman Udall Wright
Spence UlIman Wyatt

Ichord Marks Preyer St Germain Vander Jagt Wydler
Ireland Marlenee Pr&ce Stack Vanik Wylie
Jacoba Marriott Pritchard Staggers Vento Yates
Jefford Matsu.1 Pursell Stangeland Walgren Yatron
Jefiries
Jenkins
Jenrette

Mattox
Mavroules
Mazzoli

Quayle
Quiflen
Rahall

Stanton Walker Young, Alaska
Stark Wampler Young, Fla.
Steed Watkins Young, Mo.

Jo1nson, Calif. Mica Ralisback Stenholm Waxman Zablocki
Johnson, Cob. Michel Rangel Stockman Weaver Zeferetti
Jones, N.C. Miller, Calif. RatchZord Stokes Weiss
Jones, OkIa.
Jones, Tenn.

Miller, Ohio
Mineta

Regula
Reuse NAYS—2

Kastenmeier Mitchell, Md. Rhodes Mikulski Oberstar
Kelly
Kemp
KIldee
Kindness

Mitchell, N.Y.
Moakley
Moffett
Mollohan

Richmond
Rinaldo
Ritter
Roberts

NOT V0T1N042
Anderson, UI. Duncan, Oreg. Martin
AuCoin Fish Mathis

Kogovsek
Kostmayer

Montgomery
Moore

Robifloi
Roe

Badham Foley Minish
Boggs Garcia Nolan

Kramer
Lagomarsino

Moorhead,
Calif.

Rose
Rosenthal

Bonker Grassley Perkins
Bowen Green Rodino

Latta Moorhead, Pa. Rostenkowski Breaux Hansen Runnels
Leach, Iowa
Leath. Tex.
Lederer
Lee
Lehman
Leland
Lent
Levitas

Motti
Murphy, Ill.
Muphy, N.Y.
Murphy, Pa.
Murtha
Musto
Myers, md.
Myers, Pa.

Roth
Rousselot
Roybal
Rudd
Russo
Sabo
Satterfield
Sawyer

Brown, Calif. Holtzman Santini
Brown, Ohio Kazen Stewart
Coughlin LaFalce Symms
Davis, S.C. Leach, La. Van Deerlin
Diggs McOormack Volkmer
Dixon McEwen Wilson, C.H.
Dodd McKinney Wolff

Lewis
Livingston
Lloyd
Loelfier
Long, La.
Long, Md.
Lott

Natcher
Neal
Nedzi
Nelson
Nichols
Nowak
O'Brien

Scheuer
Schroeder
Schulze
Sebe'ius
Seiberling
Sensenbrenner
Shannon

0 1200
The Clerk announced the following

pairs:
Mr. Wolff with Mr. Anderson of Illinois.
Mr.-Rodino with Mr. Fish.

May 22, 1980
Mrs. Boggs with Mr. Mcwen.
Mr. Breaux with Mr. Symms.
Mr. Kazen with Mr. Hansen.
Mr. LaFalce with Mr. Coughlin.
Mr. McCorznack with Mr. Badham.
Mr. Nolan with Mr. (3rassley.
Mr. San tini with Mr. Green.
Mr. Foley with Mr. McI1nney.
Mr. AuCoin with Mr. Martin.
Mr. Brown of California with Mr. Boner of

Tennessee.
Mr. Davis of South carolina with Mr.

Garcia.
Mr. Dodd wi.th Mr. Leach of Louisiana.
Mr. Duncan of Oregon with Mr. Stewart.
Mr. Mathis with Mr. Perkins.
Mr. Van Deerlin with Mr. Volkmer.
Mr. Minish with Mr. Runnels.
Mr. Charles H. Wilson of California with

Mr. BoWen.
Mr. Dixon with Mr. Diggs.

Ms. MIKULSKI changed her vote
from "yea" to "nay."

So the conference report was agreed
to.

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on the
table.
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SOCIAL SECURITY DISABILITY
AMENDMENTS OF 1980—CONFER-
ENCE REPORT
Mr. ROBERT C. BYRD. Mr. President,

I submit a report of the committee of
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conference on R.R. 8236 and ask for Its
Immediate consideration.

The PRESIDING OFFICER. The re-
)ort will be stated.

The assistant legislative clerk read as
follows:

The committee of conference on the dli-
agreeing votes of the two Houses on the
a.i11nItments of the 8enat.e to the bill (Hit.
8236) to amend title II of the Social Secu-
rity Act to provide better work Incentives
and Improved accountability in the dIsabil-
ity insurance program, and for other pur-
poses, having met, after full and free con.
ference, have agreed to recommend and do
recommend to their respective Houses this
report, signed by all of the conferees.

The PRESIDING OFFICER. Without
objection, the Senate will proceed to the
conslderfttion of the conference report.

(The conference report is printed In
the House proceedings of the Rscoas of
May 13, 1980.)
• Mr. LONG. Mr. President, the confer-
ence report on H.R. 3236, the social se-
curity disability bill, represents a good
compromise between the Senate end
Rouse versions of the legislation.

Both the Senate and House bills had
the same overall objective: to Improve
the operations of the disability program
by tightening up In those areas where
Inappropriate levels of benefits were pay-
able under prior law or where adxnin-
istrative Improvements were needed and
by relaxing some of those provisions
which unduly limited the incentives for
rehabilitation. The conference agree-
ment also Includes Important demon-
stration projects to examine the need
and feasibility for providing certain
benefits and services for severely handi-
capped persons who do not qualify for
existing disability programs because
their handicap does not prevent them
from continuing to engage in substantial
gainful work activity.

The demonstration program In the bill
for persons who have not Initially quali-
fled for the social security or 881 dIs-
ability programs would be administered
by the States since it deals with Individ-
uals who have no eligibility under the
Federal programs. As Indicated In the
more detailed summary of the agree-
ment, the Secretary of Health and
Human Services would also not be cx-.
pected to authorize the States to utilize
the State disability determination ser
Ices In operating this pilot program.

The conference agreement also ln.
cludes a number of Important Improve-
ments In the welfare and child support
programs and a modified version of the
Senate provision for voluntary certifica-
tion of certain health insurance policies
which are sold as supplements to medi-
care coverage.

In addition, the agreement includes
a provision which will carry out the in-
tent of the Senate amendment related to
the SSI eligibility of aliens by provid.
ing, In effect, that aliens who are spon-
sored into the country will have to look
to their sponsors rather than to the wel-
fare system for their support. This pro-
vision operates by treating the Income of
the sponsor as though it were the income
of the alien during the period of 3 years
after the alien enters the country.

In the House debate on the conference
agreement last week, a summary f the
bill which was inserted in the RSCORD

May 29, 1980
incorrectly states that the sponsor's own
881 income would be exempt from this
provision. That statement is not con-
sistent with the conference report which
provides that all income of the sponsor
will be counted. This would include both
Federal and State supplementary pay-
ments under the 88I program. This Is ex-
plained In more detail in the attached
summary of the bill.

This conference agreement represents
the type of careful review of existing pro-
crams which is needed and demanded to-
day. It will result In a substantial reduc-
tion In program osts. But it will also
substantially Improve the program. Over
the next 5 years, Hit. 3236 is estimated
by the Congressional Budget Oce to re-
duce Federal expenditures by some $2.6
billion, At the same time, however, it will
correct a number of aspects of existing
law which disabled individuals have seen
as barriers to their attempts at reha-
bilitation.

There follows a more detailed sum-
mary of the provisions of the conference
agreement on Hit. 3236:
Ms.rog PsovIsIoNs or H.R. 8238—Socw. SE-

• C5?Y DSSABILITT AMENDMENTS or 1980
Limit on family disability insurance

efits.—ILR. 8236 will establish a maximum
limitation on benefits payable to a disabled
worker and his family. Under this limita-
tion, the family benefits may not exceed the
lesser of 86 percent of the average indexed
monthly earnings (AISlE) on which the
worker's disability benefit is based or 150
percent of the disability benefit payable to
the worker alone. This provision will not
operate to reduce any family's benefit below
100 percent of the benefit which would be
payable to the worker alone and it will
apply only to workers who first become en-
titled to disability benefits after June 30,
1980.

Eeduction in dropout years—HR. 3236
Will limit the number of years of low earn-
ings (or no earnings) which a disabled
worker may drop out from his wage history
so as to increase the average wage level
Which forms the basis for determining the
benefit amount. Under prior law, all work-
ers WeTs permitted to drop Out five years
provided that at least two years remained
to be averaged. This resulted in quite high
benefits for some younger workers. Under
Hit. 3236, the number of dropout years
allowed to a worker will be scaled according
to his age under the following schedule:

Worker's age Number of
at disability: dropout years

Vnder 27
27 through 31 1
32 through 36 2
87 through 41 342 through 46 4
47 and over

Workers who would otherwise be elIgible
for less than 8 dropout years under the
above schedule will be permitted under HR.
8236 to drop out additional years in which
they had no earnings, if in those years they
were living with a child under age 3. These
child-care years will not increase the total
number of dropout years to more than 3.

Tha limitation on the number of drop-
out years will apply only to workers who
first become entitled to disability insurance
benefits after June 30. 1980. The provision
allowing additIonal child-care dropout years
will apply only for benefits payable after Jqne
1081.

ElimInation 0/ second Medicare waiting
period—Health insurance coverage under
the social securIty Medicare program is
available to indIviduals who receive dis-
ability Insurance benefits but only alter they
have received those benefits for Rt Isst 24
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months. An individual who ceases to be a
beneficiary because he returns to work loses
both cash benefits and Medicare entitle-
ment. If he sub8equently findB it necessary
to reapply for disability insurance benefits.
ho must again wait 24 month8 before his
Medicare coverage Is resumed. HR. 3236 will
olirninale this seconU 24-month period for
persons who become reentitled to disability
beneLlLs within 5 years after the end of a
previous period of entitlement (within 7
years in the case or disabled widows or
widowers and disabled children. This
change will become effective 6 months after
the date of enactment.

Extension of Medicare for additional 36
months—In addition to eliminating the re
quirement for a second waiting period, HR.
3236 will allow Medicare coverage to con-
tinue for a total of 36 months after an in-
dividual ceases to receive cash benefits be-
cause he has returned to work. This change
will be effective for disabled workers whose
disabilities have ilot been determined to have
ceased prior to the sixth month after enact-
ment.

Benefits for individuals who engage in em-
ployment activity—HR. 3236 will establish
a three-year work incentive demonstration
program to examine the desirability and
feasibility of providing certain benefits and
services to persons with severe handicaps
who would not be considered disabled i,rnder
existing programs because they are able to
engage in substantial work activity despite
their medical impairments. Under present
law an individual is ineligible for disability
benefits if he has the capacity to perform
any substantial gainful activity (SQA). Reg-
ulations establish a dollar amount of earn
ings to define the SGA limit. Currently this
is $300 a month.

One part of the demonstration approach in
HR. 3238 would apply to individuals who
initially have qualified for Supplemental Se
curity Income (SSI) disability benefits under
existing law, but who regain the ability to
engage in employment to the extent that
they would no longer be eligible for benefits.
HR. 3236 will allow such individuals to con-
tinue in a special benefit Status as though
they were still disabled until their income
rises to the point at which benefits would be
reduced to zero. An individual who initially
qualified for SSX disability benefits under
existing-law rules will also retain eligibility
for medicaid and social services even after
his earnings raise his income above this ben-
efit breakeven point so long as he bas not
medically recOvered and so long as the Sec-
retary of Health and Human Services deter-
mines (I) that loss of medicaid or social
services would seriously inhibit his ability to
contAnue in employment and (2) that his
earnings have not reached a level equivalent
to the cash and other benefits which would
be available in the absence of those earn
ings. This program will be in effect for a
three-year period starting January 1, 19&1.
The Secretary of Health and Human Services
is required to provide for separate accounts
of benefits provided under this program in
order to evaluate its effects on programs es-
tablished by titles II. XVI, XrX, and XX of
the Social Security Act.

A separate, though related, pilot program
will be established by HR. 3236 to enable
States to provide medical and social services
to severely handicapped individuals who
have not established eligibility under exist-
ing law programs and who are working at
wage levels which indicate that they would
not be considered disabled for purposes of
those programs. Medical and social services
are to be provided on the basis of State
determination that the absence of the serv-
ices would significantly inhibit continued
employment and that the individual has not
achievei a level of earnings reresent1ng a
reasonable equivalent of the SST, Medicaid,
and social services benefits which might be
available to him if he were not working.
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Under this program, a total of $18 million

an l'ederal funds will be available over the
pericd from September 1, 1981 through Sep-
tember 30, 1984 to provide 75 percent Federal
matching for expenditures related to pro-
\iding medical and social services under ap-
proved State planB to qualified individua1i,
Funding will be provided at a rate of 6
million per year for each of the three year2,
allocated among the States in proportion to
their adult SSI disability populations. Un
used funds will be carried forward from year
to year and prevision is made for reallocating
funds to the extent that some States decide
not to participate in the program.

States will have great flexibility under this
pilot program to establish the criteria or
determining which individuals fall within
the scope of eligibility and for establishing
the procedures for determining eligibility and
providlng services. Inasmuch as the eligible
population consists of injividualS who clear-
ly would not meet the basic definition o disa
bility for existing-law programs, that is, in..
ability to engage In substantial gainful ac-
tivity, it would be inappropriate to involve
the State disability determination services
which make the disabtlity findings for the
DI and SSI programs. Accordingly, HR. 3238
prohibits the use of those agencies unless
there is no other way in whthh the program
can be operated. Inasmuch as all States have
agencies, such as the State Departments oZ
Vocational Rehabilitation, which are design.
ed to deal with the needs of handicapped
individuals, there do not now appear to be
any circumstances in which the Secretary
of Health and Human Services would find it
necessary to authorize the use of the State
dtsability determination services for this
program. The provisions of HR. 3236, more-
over, do not envision that participants would
be referred for hypothetical benefit deter
minations under existing law programs for
which they appear clearly ineligible because
of their level of earnings. The Secretary ofHealth and Human Services is directed by
HR. 3236 to provide a report on the opera
tions and results of this pilot program by
October 1, 1983.

Employment in sheltered workshops_HR.
3236 modifies the treatment of remuneration
paid to individuals who work in sheltered
workshops so as to make it eligible for theearned income disregard provisions of the
SSt program. This change will be effective
as of October 1980.

Deeming of parents' income to disabled or
blind children—HR. 3236 will modify theSSI rules related to the deeming of parents'
ancome to eligible children So that deeming
will cease when the child reaches age 18, so
that deeming will not apply in the case of
children age 18—21 who are in school. The
provision will be effective as of October 1980(but will not apply to children who ar2
then age 18 or over if they would be adversely
affected).

Termination of benefits for versons under
going vocational rehabilitation_HR. 3236
will allow for continued paviient of SS or
DI benefits to enable an individual to complete a program of vocation rehabiltation
even though he has medically recovered from
his disability. This provision will apply only
if the Commissioner of Social Security determines that completion of the program will
make it more likely that the individual will
be permanently removed from the disability
rolls. This generally would be limited toinstances in which the medical recovery
could not have been anticipated. The provi-
ion will become effective six months afterenactment.

Treatment of extraordinary work ex
peflses.—H.R. 3236 wIll permit SSI and DI
beneficiaries to deduct from their earnings
an amount equal to what they pay for ex-
traordinary work expenses which are necessi..
tated by their disability (including attendant
care costs and the cost of medical devices,
equipment, drugs, and services). The Secre
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tay of Health and Human Services 18 to
prescribe regulations to limit allowable de-
ductions to those which are necessary for
employment and to eBtablish reasonable lim-
its on the amounts deductible. The deduc-
tion will be allowed in determining whether
the individual Is able to engage in substan-
tial gainful activity for purposes of the DI
and SS1 programs and in determining the
benefit amount for an SSI recipient (but not
in determining whether an SSI appiwant
meets the Income eligibility requirements of
that program). The provision is effective six
months after enactment.

Trial work period and reentitleinent to
beYieflts.—Uxider both the SSI and DI pro-
grams, an individual who continues to suffer
from a severe medical disability and to meet
other eligibility requirements is allowed to
engage in employment for up to 9 months
Without losing eligibility because of the fact
that he has regained the ability to work. At
the end of this 9-month trial work period, if
an individual is continuing to engage in sub-
stantial gainful activity, benefits are paid for
three additional months and then are termi-
nated. HR. 3236 will provide for continuing
technical eligibility for benefits for 15 months
after the end of the 9-month trial work pe-
riod. Except for the three-months allowed
under present law, no benefits will be paid
during that additional 15 month period, if
the individual in fact has earnings above
substantial gainful activity limits. However,
f the individual ceases to work during that
period, he will again start receiving benefits
without having to reapply. The provision is
effective &ix months after enactment.

Administration by State agencies—HR.
3238 will revise the statutory basis for the
arlangements by which State disability de-
termination services undertake to make find-
ings of disability for purposes of the Fed-
eral programs of 881 and DI. Under the bill.
these findings will be made by, such State
agencies in accord with regulations or other
written guidelines issued by the Secretary of
Health anc Human Services pursuant to law.
Agreements may be terminated upon written
notice by the State or upon a finding by the
Secretary that the State is failing to make
disability determinations in accordance with
the regulations. In either case, the change
from State to Federal administration would
take place only after a period of at least 180
days. The provision is effective twelve months
after enactment.

Protection of State empZoyees.—In the
event it becomes necessary for the Federal
government to assume the disability deter-
mination function from a State, HR. 3236
will requiie that preference in employment
be given to qualified State agency employees
(other than the administrator or deputy or
assistant administrator of the agency) and
that the Secretary of Health and Human
Seivices defer assumption of the State agency
functions until the Secretary of Labor deter-
mines that fair and equitable arrangements
have been provided by the State in accord
with State and Federal laws for those em-
ployees who are not hired by the Federal
government. HR. 3236 also requires the Sec-
retary of Health and Human Services to sub-
mit a detailed report by July 1. 1980 as to
how Federal assumption of State function
would be carried Out in the event it should
become necessary.

Federal review of State agency decision.9.—
HR. 3236 will require the Department or
Health and Hunian Services to reinstitute its
former practice of reviewing determinations
made by State agencies to the effect that in-
dividuals are or continue to be disabled for
purposes of SSI and DI benefit payments.
These reviews will be made prior to awarding
ber.efits in the case of initial claims and re-
considerations and the Department will be
reciuired to review at least 15 Iercent of sucfl
doterminations made tn fiscal 1981, 35 per-
cent of the determinations made in fiscal
1982, and 65 percent of the determinations
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made in subsequent years. HE. 3236 also will
broaden the authority of the Secretary so as
to permit Federal reversal of State agency
decisions that are unfavorable to the claim-
ant; however, the required review relates only
to decisions which are Initially favorable.

Own-motion review of decisions by Admin-
isirative Lçzw Judges—HR. 3236 requIres the
Department of Health and Human Services tO
reinstitute its forinar p ctic of conducting
a program of review on t!i eretarys own
motion of decisions rendered by Adnilnistra-
tive Law Judges (ALJ5) as a result of hear-
ings related to the disability detercainatiOrl
process.

Information to accompany Secret ary's deci-
sion—HR. 3238 will require that SSI and DI
notices of denial to claimants include an
understandable explanation of the Secretary's
decision and the basis for that decision. This
provision Is effective 13 months following
enactment.

Limitation on prospective effect of an ap
plicaiion.—Uflder existing law and regula-
tions, applications for DI and SS! benefits
remain effective until a final decision is made
on a claim. Under HR. 3236 applications filed
after the date of enactment will be effective
only to the extent that the claimant can
establish that he meets the eligibility re-
quirements as of a date no later than th
month in which a hearing decision is made
by an Administrative Law Judge. Under this
change, for example, evidence as to a change
in the claimant's medical condition which
takes place after the hearing will no longer
be relevant to that claim (although the in-
dividual is not precluded from filing a new
initial claim on the basis of such evidence).

Limitation on court remands.—Ii.R. 3236
provides that courts may remand social se-
curity cases for further administrative con-
sideration only if the Secretary makes a re-
quest for such a remand for good cause or if
there is a showing that there is now and ma-
terial evidence and good cause existed for
the failure to incorporate it into the record
in a prior proceeding. This change will be
effective upon enactment.

Report on time limits for decisions on
benefit claims—HR. 3238 requires the Sec-
retary of Health and Human Services to sub
mit a report to Congress by July 1, 1980 rec-
ommending time limits for various levels of
adjudication of title Ii benefit claims. The
report is to give adequate ccnsideration to
both speed and quality of adjudication,

Payment for ezisting medical evidence.—"
HR. 3236 will allow the Secretary of Health
and Human Services to pay non-Federal
medical providers and physicians for the rea-
sonable cost of furnishing information
which they have which is requested and re-
quired by the Secretary for purposes of DC
claims.

Payment for certain travel cxpessco.—"H.fl.
3236 provides explicit authority to reimburse
claimants for travel expenses incident to
medical examinations and for purposes of
attending hearings and reconsideration In-
terviews related to their claims under the
DI, SSI, and medicare programs (including
travel expenses for their representatives and
witnesses). In reconsideration cases, this
provision would not apply to routine visits
to the local Social Security office to file for
reconsideration but only to cases where the
claimant is requested to appear for a more
formal interview with the disability deci-
sionmaker in the case.

Periodic review of disability determina-
iion.—Effective January 1982, HR. 3236 re-
quires, in addition to other reviews, that the
status of all disability beneficiaries be re-
viewed periodically and that this periodic re-
view be not less frequent than every three
years except where the Initial prognosis
shows a probability that the condition will
be permanent. Review of these latter cases
will be conducted at such times as the Sec-
retary determines appropriate.
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Report by Sectary.—H.R. 3236 requIres
the Secretary of Health and Human Serv-
ices to report to Congress by January 1985
concerning the results of implementing the
provisions of this bill which relate to the
Social Security Act disability programs.

AFDC work requirement.—Under present
law, individuals who are not specifically ex-
empt are required to register for manpower
services, training and employment as a con-
dition of eligibility for Aid to Families with
Dependent Children. HR. 3236 will add
employment search to the types of activities
for which these individulals are required to
register under the work incentive (WIN)
program. The bill requires that necessary so-
cial and supportive services be provided to
persons who are engaged in employment
search activities. Authority is added to pro-
vide these services to persons who are reg-
istered for WIN, but who have not yet been
certified for participation. The criteria for
appropriate work and training to which an
individual may be assigned under the WIN
program will apply, in the case of work tO
which an individual may be referred as part
of WIN employment search. This means that,
although present regulations may be
changed, whichever regulations are in effect
at any time will apply to these jobs referrals
as well as to required participation in other
WIN components. An individual may not be
required to participate in job search for more
than 8 weeks in any year. (However, an in-
dividual will always be eligible for job refer-
ral.) Necessary expenses paid for by an in-
dividual who is participating in employment
search must be reimbursed on a timely basis.

The bill authorizes the Secretaries of
Labor and Health and Human Services to
establish, by regulation, the period of time
during which an individual is not eligible
for assistance because of refusal without
good cause to participate in the WIN pro-
gram. It also eliminates the present law pro-
vision for a 60-day counseling period for per-
sons who refuse to participate.

Other related provisions in the bill require
that State supportive service units be co-
located with manpower. units to the maxi-
mum extent feasible; allow State matching
for supportive services to be In cash or in
kind; clarify that income from WIN public
service employment is not fully excluded in
determining benefits (there is no disregard
of the first $30 a month plus one-third of
additional earnings); and add to the individ-
uals who are exempt from registration for
WIN, individuals whO are working at least 30
hours a week.

The provisions for employment search are
effective July 1, 1980. Provisions relating to
termination of assistance and treatment of
WIN PSE earnings are effective upon
enactment. -

Use of IRS to collect child support fornon-
AP'IJC families—The bill authorizes States
to use the Federal income tax mechanism for
collecting suuport payments for families w)o
are not receiving AFDC, if the States have
made diligent and reasonable efforts to col-
lect the payments without success and the
amount sought is based on noncompliance
with a court order for support. States will
have access to IRS collection procedures only
after certification of the amount of the child
support obligation by the Secretary of Health
and Human Services. The State must agree
to reimburse the U.S. for any costs involved
In making the collection. This authority,
subject to the same requirements, is now
available to the States with respect to fami-
lies who are receiving AFDC. The provision is
effective July 1, 1980.

Safeguards restricting disclosure of certain
information under AFDC and Social Serv-
ices—The bill modifies AFDC and social serv-
ices laws to allow the disclosure of informa-
tion regarding individuals assisted under
these programs for purposes of any author-
ized audit conducted in connection with the
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administration of the programs, including
an audit performed by a legislative audit
body. 'The provision is effective September 1,
1980.

Federal matching for child support activi-
ties performed by court personnel—The bill
authorizes Federal matching for expendi-
tures of courts for ftmctions specifically
identifiable as child support (title 1V—D)
functions. Allowable expenditures wuuld es-
dude compensation for judges or other per
sons making judicial determinations, but
would include expenditures for their admin-
istrative or support personnel, such as the
bailiff, stenographer, and court reporter. The
provision is effective July 1, 1980.

Child 8Upport management information
system—HR. 3236 will increase Federal
matching from 75 percent to 90 percent for
the costs of developing, and implementing
State child support management inforina-
tion systems. These systems must have spec-
ified fertures in order to be eligible for this
increased matching, including the ability to
control ani monitor all the factors of the
support collection and paternity determina-
tion process, capacity for interface with the
AFDC program, security against access to
data, and the ability to provide manage-
ment information on all cases from appli-
cation through collectipn and referral. The
Secretary will be required to provide tech-
nical assistance. The increased matching is
authorized beginning July 1, 1981.

AFDC management information system.—
lffective July 1, 1981, HR. 3236 will increase
Federal matching from 50 percent to 90 per-
cent for the costs of developing and imple-
enenting AFDC management information
systems. In order to qualify for this increased
m$ching rate, a State system will have tO
include the ability to provide data on AFDC
eligibility factors, capacity for verification of
factors with other agencies, capability for
notifying other welfare programs of changes
in AFDC eligibility and benefit amount, com-
patibility with systems in other jurisdictions,
and secu4ity against unauthorized access to
or use of data in the system. The Secretary
will be required to provide technical as-
sistance.

Child support reporting and matching pro-
cedures—In order to improve State reporting
practices, the bill will prohibit advance pay-
ment of the Federal share of State child
support administrative expenses for a calen-
dar quarter unless the State has submitted a
complete report of the amount of child sup-
port collected and disbursed for the calendar
quarter which ended 6 months earli&. It
will also require the Secretary to reduce the
amount of the payments to the State by the
Federal share of child supoort collections
made but not reported by the State. This
provision has an effective date of January 1,
1981.

Access to wage information for child
support program.—H.R. 3236 amends the
Internal Revenue Code to provide that, upon
written request, the Commissioner of Social
Security shall directly disclose return in-
formation with respect to net earnings from
self-employment, wages, and payments of
retirement income to officers and employees
of a State or local child support enforcement
agency. Disclosure will be allowable only for
purposes of, and to the extent necessary in,
establishing and collecting child support
obligations from, and locating, individuals
owing child support obligations. Any agency
receiving information must comply with con-
ditions specified in current law for safe-
guarding information, This provision for
disclosure is effective on enactment.

In addition, the bill amends title III of the
Social Security Act to require the State
agency administering the unemployment
compensation program to disclose directly,
upon request and on a reimbursable basis,
to officers or employees of any State or local
child support agency any wage information
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contained in the records of the State agency.
The agency will be required to establish saZO-
guards necessary (as determined by the Sc-
retary of Labor in regulations) to inBure that
Information is used only for purposes of the
chfld support program. If the Secretary findS
that the State agency has galled to Comply
with requirements of this provision, he must
notify the agency that further payments of
administrative costs will not be made to the
State until he is satisfied that there is no
longer any such failure. The provision is
fective July 1, 1980.

Relationship between social sec2irity and
SS1 beneftts.—TJnder existing law, an indi-
vidual Ugible under both the OASDI and
SSI programs, whose determination of eligi-
bility for OASDI is delayed, can tn some cases
receive full payment under both programs for
the same months. H.R. 3236 will require the
Secretary to offset, against retroactive bene-
ts under OASDI, amounts of $81 benefits
paid for the same period. The amount of the
offset will equal the amount of SSI that
would not have been paid had OASDI bene-
fits been paid on time. From the amount oX
social security benefits offset under the provi-
sion, States will be reimbursed or any
amounts of State supplementary payments
that would not have been paid; the remain-
cier will be credited to general revenues. The
provision is effective the 13th month after
the month of enactment.

Extension 0/ the term of tPe Nationai
Commission on Social Secur*ty.—The bill
extends for 3 months the expiration date of
the National Commission on Social Security
and the terms of its, members. The Com-
mission's work and the terms of the mem-
bers will end April 1, 1981, and the final
report will be due January 11, 1981

Depositing o/ social secuTity contributions
with Tespect to State anct local covevei em-
ployment.—Effective July 1, 1980, States will
be required to make deposits of social secu-
rity contributions related to the wages of
State and local government employees with-
In 30 days after the end of each month.

Aliens receiving 551.—For purposes of
eligibility for Supplemental Security Income
(881) benefits, legally admitted aliens who
apply for 8SI benefit8 after September 30,
1980 wifl, under the provisions of HR. 3236.
be deemed to have the income and resources
of their immigration sponsors available for
their support for a period of 3 years after
their entry into the united States. The eligi-
bility of thee aliens for 881 will be contin-
gent upon their obtaining the cooperation
of their sponsors in providing the necessary
information and evidence to enable the So-
cial Security Administration to carry out
this provision.

The provision will not apply to an alieli
who becomes blind or disaWed after entry
into the united States. It also will not apply
to aliens admitted as refugees or granted
political asylum by the Attorney Oeneza1.

TJnder this provision, the alien's SSI bene-
t will be reduced by the amount of any
income deemed to him. Income deemed to
the alien will be considered unearned in-
come and will thus result in a dollar-for-
dollar reduction in benefit8 (after the appli-
cation of the eAisting.law provision allowing
a $20 monthly deduction of earned or un-
earned income). The amount to be deemed
will be equal to the gross income of the
sponsor and his spouse reduced by an
amount equal to a full Federal SST benefit
for the sponsor and a amount equal to one-
half of a full Federal SSI benefit for each
other person for whom the sponsor is legally
responsible. Gross income is defined by HR.
3236 in the broad terms applicable to the
881 program to encompass all earned and
unearned income from w1iatever source (in.
cluding any Federal or State payments under
title XVI) and without the application of
the exclusions which apply under the 881
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program. (In determining eligibility for SSI
benefits, the SSI benefits themselves are not
counted inasmuch as 551 entitlement does
not logically arise until after the determina-
tion is made. For purposes of this provision,
however, any SSI entitlement on the part of
a sponsor would be determined first and any
such SSI or State Supplemental benefit en-
titlement would be included in t1e sponsor's
income.)

The bill provides also that the assets of
the sponsor and his spouse which are above
the SSI allowable limits ($1500 if the sponsor
is single, $2250 for a couple) will be con-
sidered to be resaurces of the alien, in addi-
tion to whatever resources the alien has in
his own right.

The alien and sponsor shall be 3ointly and
severably liable to repay any SSI benefits
which are incorrectly paid because of the
sponsor's providing of misinformation or be-
cause of his failure to report, and any in-
correct payments which are not repaid will
be withheld from any subsequent payments
for which the alien or sponsor are otherwise
eligible under the Social Security Act.

The bill requires that an alien applying
for SSI must make available to the Social
Security Admintstration any documentation
concerning his income or resources or those
of his sponsor (if he has one) which he pro-
vided in support of his immigration appli-
cation. The Secretary of Health and Human
Services will be authorized tO obtain copies
of any such documentation from other agen-
cies. The Secretary will also be required
to enter into cooperative arrangements with
the State Department and the Justice De-
partment to aasure that persons sponBoring
the immigration of aliens are informed at
the time of sponsorship that, 11 the alien ap-
plies for public aa8istance, the sponsorship
affidavit will be made available to the pub-
lic assistance agency and the sponsor may
be required to provide further information
concerning his income and assets in con-
nection with the alien's application for as-
sistance.

Work incentive and other demonstration
projects under the Disability Insurance and
Supplemental Security Income programs.—
HR. 3236 includes provisions to waive bene-
fit requirements of the DI and medicare pro-
grams to allow demonstration projects by
the Social Security Administratibn to test
ways in whtch to stimulate a return to
Work by disability beneficiaries. Benefit re-
qulrernent8 may also be waived in the case
o other DI demonstration project8 which
SSA may wish to undertake, such a study
of the effects of lengthening the trial work
period, altering the 24-month waiting period
for medicare benefits, altering the way the
disability program is administered, earlier
referral of beneficiaries for rehabilitation,
and greater use of private contractois, em-
ployers and others to develop, perfoym, or
otherwise stimulate new forms of rehabili-
tation. An interim report on the demon-
strations is due January 1, 1983. and a final
report by 5 years after the date of enact-
ment.

The bill also authorizes experimenth and
demonstration projecte which are likely to
promote the objectives or improve the ad-
ministration of the SSI program. The Secre-
tary is not authorized to carry out any
project that would result in a substanftal re-
duction in any individual'8 total income and
resources as a result of his participation in
the project. Participation must be voluntary.

Provisions relating to the terminally Ui.—
The bill authorizes $2 million a year to be
used by SSA to participate in a demonstra-
tion project relating to the terminally ill
which is currently being conducted by the
Department of Health and Human Services.
The purpose of participation is to study the
impact on the terminally Ill of provisions of
the disability programs administered by the
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Social Security Administration and to deter-
mine how best to provide services needed by
individuals who are suering from terminal
illnesses.

Votuntary certification 0/ Medicare sup-
plemental health i*,urance.—HR. 3236 wIll
establish, effective July 1, 1982, a voluntary
certification program for Medicare supple-
mental policies in States that fail to estab-
lish equivalent or more stringent programs.
To be certified under the program, a Medi-
care supplemental policy would have to meet
or exceed the standards for such policies as
adopted by the National Association of Insur-
ance Commissioners on June 6, 1979, in-
cluding the standards relating to minimum
benefit provisions, preexisting condition
limitations, full disclosure, and requir-
ing a no loss cancellation clause, and
be expected to pay benefits to sub-
scribers equal to 75 percent of premiums
in the case of group policies and 60 percent
in the cas of individual policies. H.R. 3236
will also establish criminal penalties of up
to $25,000 and imprisonment for up to five
years which could be assessed for: (a) fur-
nishing false information to obtain the Sec-
retary's certification; (b) posing as a Federal
agent to sell Medicare supplemental policies;
(c) knowingly selling duplicative policies;
and (d) selling supplemental policies by mail
in States which have not approved, or are
deemed not to have approved their sale.

The Secretary, in consultation with regula-
tory agencies, insurers and consumers, will
be required to study and report to the Con-
gress by January 1, 1982 on State approaches
to the regulation of supplementary policies.
Periodic reports on the effectiveness of the

- voluntary certification, and the criminal pen-
altie3, are also required with the first of such
reports due July 1, l982
• Mr. DOLE. Mr. President, I am par-
ticularly pleased that the Senate has be-
fore it the conference report on f.R.
3236. the Social Security Disability
Amendments of 1980. As I stated at the
time the Senate first considered this
measure, it Is one of the most important
pieces of legislation the Congress will
take up, and it will have as profound an
effect on the lives of disabled Americans
as any bill we will consider.

The leadership of our distinguished
chairman during the deliberations of the
conference committee was crucial in our
negotiations with the House conferees.
and I commend his efforts. I believe the
result of the conference action Is worthy
of the support of all Senators, and I urge
my colleagues to join me In voting for
the conference report.

The chairman has already enumerated
the provisions in the conference report,
but I would like to comment on a few
aspects of the bill. In particular, I be-
lieve the work incentive measures are
the most important part of the legisla-
tion and I am extremely pleased that
many of the incentives which I have
supported for several years are Included
in the bill. These provisions will allow
Individuals with severe disabilities to
continue to receive cash, health benefits.
and social services while working at low
wages and make ft easier for them to
return to the disability rolls if a work at-
tempt fails. The provisions are more
than incentives, they are the safety net
that the handicapped need to give them
the courage and the ability to try to
work.
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The bill makes improvements in the

disability insurance program which will
save the DI trust fund over $3.5 billion
over the next 5 years. That is an ex-
tremely important accomplishment in
the light of social security financing
problems and the overwhelming public
sentiment favoring lower payroll taxes.
The bill also represents an important
first step toward balancing the Federal
budget since overall the provisions save
$8 million in fiscal year 1980 and $78
million in fiscal year 1981 going up to
$1.2 billion in fiscal year 1985.,

Besides the reforms in the social se-
curity and supplemental security income
disability programs, the bill makes
needed improvements in the AFDC, child
support, 551, and medicare programs.
These amendments will allow us to
maintain better control qver these pro-
grams so we can better serve recipients
and taxpayers.

All in all, I believe the conference re-
port offers a balanced package of im-
proved protections and opportunities for
those entitled to disability benefits while
strengthening the insurance principles
of the disability Insurance program. I
am happy to be able to support it and
I urge adoption of the conference
report.G

Mr. BELLMON. Mr. President, I want
to express my strong support of the con-
ference report on H.R. 3236, the Social
Security Disability Amendnents of 1980.
The conferees, have done an admirable
job in shaping these reforms of the dis-
ability portions of the social security and
supplemental security income programs.
Due to the diligent work of the confer-
ees, the savings that will accrue from
H.R. 3238 over the next 5 years will total
almost $2.6 billion, alleviating some of
the financial pressures that the social
security system faces due to growing ben-
efit costs.

In addition to saving substantial sums
of money the reforms that are contained
in this bill also provide greater equity in
our social security system by eliminating
windfall benefits for some recipients. For
recipients becom.tng eligible for benefits
from now on, the total family benefit may
be no greater than 85 percent of a work-
er's averaged indexed monthly earnings
or 150 percent of his/her primary Insur-
ance amount. This will insure that no
one can receive benefits greater than
their predisability earnings. It will also
help assure that incentives exist for re-
cipients to seek employment as soon as
they are able to do so.

I want to especially commend the con-
ferees for retaining in the conference
agreement the key provisions of an
amendnient I offered in the Senate. This
amendment requires the Secretary of the
Department of Health and Human Serv-
ices to set up a procedure for reviewing
decisions made by Federal adminstra-
tive law judges (AU) on disability
claims. The appeals process in the dis-
ability program is costly, time consum-
ing, and one of the weakest components
of the disability adjudication system.

The number of cases that are appealed
to the AU level and reversed has been
steadily Increasing over the last 10 years

to the point where now over 50 percent of
the cases heard by administrative law
judges are reversed in favor of the claim-
ants. There Is evidence of wide dispari•
ties in the quality of decisions made by
different judges. The conference agree-
ment requires the Secretary to report to
the Congress by January 1, 1982, on the
procedures being used in the review pro-
gram, the criteria for selecting cases for
review and the results of reviews con-
ducted thus far. This report will enable
the Congress to further evaluate the ad-
ministrative law judge system and make
other changes if needed.

The conference report is a positive step
in addressing some of the problems in
one of our country's most impoitant so-
cial programs. The conference report not
only corrects some of the inequities in
the disability program by instituting
meaningful reforms, but will also save
almost $2.6 billion over the next 5 years.
The conference report deserve.s prompt
approval by the full Senate.•

Mr. BAUCUS. Mr. President, I rise in
support of the conference report to H.R.
3236, the Social Security Disability
Amendments of 1980. I was privileged to
be a conferee considering this legislation
which improves our social security dis-
ability programs, and makes changes in
AFDC and child support programs along
with increased protection to the elderly
who purchase medicare supplemental
health insurance coverage.

I want to commend the distinguished
chairman of the Finance Committee for
his able management in reaching an
agreement on the conference report.

The Social Security Disability Amend-
ments of 1980 substantially modifies and
reforms the disability programs. I want
to highlight several provisions which
represent significant improvements in
our social security programs.

H.R. 3236 contains several provisions
providing increased incentives for dis-
abled individuals to return to work. The
work incentive features of the bill are
true reforms which will enable more dis-
abled beneficiaries to return to work de-
spite their impairments. I am referring
especially to those provisions which ex-
tend medicare coverage for those dis-
abled and handicapped workers who re-
turn to employment and eliminate the
second medicare waiting period.

'While the House conferees rejected
the Senate provision elüninating the
waiting period for persons with a termi-
nal illness, the conference agreement
does recognize that changes may have to
be made in this area. Under the agree-
ment, the Social Security Adininistra-
tion will participate in a demonstration
project to examine how the disability
programs affect the tei,rninally ill.

Mi'. President, I am especially pleased
that an agreement was reached on legis-
lation I introduced last year to protect
the elderly from unscrupulous health in-
surance agents selling worthless and of-
ten duplicative health insurance cover-
age in supplementation of medicare. This
was a difficult matter to resolve, but I am
grateful for the cooperation and patience
displayed by the conferees.

The Medi-Gap provision represents a
positive beginning to combat the abuses

in the medicare supplemental health in-
stjance area. The agreement reached in
coference does not depart substantially
from the provisions adopted oy this body
last January.

The Medi-Gap provision establishes a
voluntary certification of medicare sup-
plemental health insurance policies in
States that do not adopt equal or more
stringent programs of their own. The
conference agreement encourages and
stimulates States to take care of the
problems in their own back yards. The
Federal certification prograzn would be-
come effective for those States that by
July 1, 1982, do not adopt standards
meeting or exceeding the Medl-Gap
standards adopted by the National Asso-
ciation of Insurance Commissioners in
the Model Regulation to Implement the
Individual Accident and Sickness Mini-
mum Standards Act. States would also
be required to establish minimum loss
ratio standards of at least 60 percent in
the case of individual policies and 75
percent in the ca.e of group.

The legislation also establishes strin-
gent penalties for engaging in fraudulent
aQtivities in the Medi-Gap area.

''he Medi-Gap program will provide
important protection to our elderly
Americans who have been subjected to
widespread abuse and high-pressure
sales tactics in the Medi-Gap area. En-
actment of this program will combat
and reduce the abuses in Medi-Gap
practices. It will provide assurance to
older Americans that the insurance
policy they purchase meets basic stand-
ards for coverage and benefits.

Mr. President, I urge the adoption of
the conference report so that senior citi-
zens are not forced to wait any longer
for these minimum assurances.
• Mr. DURENBERGER. Mr. President,
I rise in support of the conference report
to accompany H.R. 3236. The bill makes
immediate improvements in the social
security thsability program. It also
makes changes in the SSI, the AFDC,
and child support prograzns and provides
for increased supervision of medicare
supplemental insurance.

Mr. President, I support this bill as a
member of the Committee on Finance
azd as a conferee. But additionally, the
bili contains the provisions of 5. 1643,
that I introduced on August 2, 1979.

5. 1643 was introduced to correct a
serious drawback in our assistance to the
disabled person. The bill was intended
to remth'e the provisions under social
security law that discourage the severely
disabled person from seeking employ-
ment. The bill also was intended to make
it possible for both the public and private
sectors to develop and implement inno-
vative programs to help engage in mean-
ingful long-term employment.

Experts in the field of rehabilitation
know the value of employment for the
disabled person. They also know the dif-
ficult problems that exist for the dis-
abled person who seeks a job and, n so
doing, jeopardizes the necessary health
and financial benefits he or she receive3
under the various public and private
programs.

Widely recognized and most important
is the fact that social security programs,
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which provide monthly payments and
medical protection, include highly re-
strictive provisions that discourage axI
often prevent people from attempting
gainful work. Examples of these inhibi-
tive provisions are:

The low earning level constituting sub.
stantial gainful activity;

Two consecutive years of receiving so-
cial security disability benefits required
for medicare eligibility;

One triai work period lastIng 9 months,
and applicable once ln a person's life-
time; and

R.eentitlement to financiai and medical
benefits necessitates a second waiting
period similar to the Initial entitlement
of benefits.

Mr. President, S. 1643 corrected the in-
hibitive provisions cited above and en-
couraged beneficiaries to attempt to re-
turn to work and leave the disability
rolls. These provisions which are a part
of HE. 3238 include the following:

The allowable job trial period Is ex-
tended from 9 to 24 months. During the
last 12 months of the trial period the
disabled person would not be eligible i"
cash assistance if his or her monthly
salary was more than $300, but could
receive medical and other benefits.

Extraordinary expenses necessary to
allow a severely handicapped person t'
return to work will not be counted as part
of the person's earnings if the expenses
would cause the person to lose benefits.

Beneficiaries who have returned to
work, but have not been declared medi-
cally recovered, can receive medicare
coverage for an addItional 36 months.
Under the old law, medicare coverage
ends when disability insurance stops.

Disabled persons who are forced by
their disability to quit a trial work pro-
gram can immediately regain medicare
coverage, rather than waitIng 24 months
as the old law required.

The Secretary of the Department of
Health and Human Services can estab-
lish demonstration projects to test alter-
native incenttves to help the disabled
return to work.

Mr. President. we must do more for
people who are disabled. We must
change the restrictive provisions and
promote improvements in the law to en-
courage employers to provide employ-
ment alternatives to severely disabled
persons. S. 1643 and this bill are posi-
tive steps in that direction. As a result
of this legislation, we can create suc-
cessful ventures, for both employers and
employees, as one example demonstrates.

In January 1978, Control Data Corp.,
headquartered in Minneapolis, devel-
oped project "Homework." Homework Is
a homebound employment program
made possible through Control Data's
computer-based education system called
Plato. Through "Homework," a select
group of Control Data's permanent]y
and totally disabled emoloyees have re-
entered the *or]d of work.

Due to the encouraging results of the
homework experiment within Control
Data, other major corporations within
the United States have expressed an in-
terest in having Control Data help them
establish a homework program for their
company's disabled employees.
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The most significant 'obstacle home-
work has encountered since its inception
is the disincentives currently contained
in the social security regulations and
law. Even though each homeworker has
been declared permanently and totally
disabled by social security, the mere fact
that each person attempts to work po-
tentially leads to a discrimination of all
financial and medicare benefits. I am
proud to state that certain of these dis-
incentives have been eliminated by this
legislation.

Mr. President, 8. 1643 and ER. 3236
are positive steps toward saving taxpay-
ers money in two respects:

They will produce general tax reve-
nues from earnings realized by disabled
persons; and

They will reduce the payout, of bene-
fits made by social security.

Even more important, making it pos-
sible for disabled persons to work means
increased self-esteem, greater independ-
ence and a feeling of self-worth for dis-
abledpersons.•

The PRESIDING OFFICER. The ques-
tion is on agrèemg to the conference re-
port.

The conference' report was agreed to.
Mr. ROBERT C. BYRD. Mr. President,

I move to reconsider the vote by which
the conference report was agreed to.

Mr. BAKER. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.
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Public Law 96—265
96th Congress

AnAct
June 9, 1980

To amend the Soci4 Security Act to provide better work incentives and improved Jjj
accountability in the disability programs, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States ofAmerica in Congress assembled, That this Act may be Social Security

cited as the 'Social Security Disability Amendments of 1980". of
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TITLE I—PROVISIONS RELATING TO DISABILITY BENEFITS
UNDER OASDI PROGRAM

LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY CASES

42 USC 403. SEC. .101. (a) Section 203(a) of the Social Security Act is amended—
(1) by striking out "except a provided by paragraph (3)" in

paragraph (1) (in the matter preceding subparagraph (A)) and
inserting in lieu thereof "except as provided by paragraphs (3)
and (6)";

(2) by redesignating paragraphs (6), (7), and (8) as paragraphs
(7), (8), and (9), respectively; and

(3) by inserting after paragraph (5) the following new
paragraph:

"(6) Notwithstanding any of the preceding provisions of this subsec-
tion other than paragra hs (3)(A), (3)(C), and (5) (but subject to section

42 USC 415. 215(i)(2)(A)(ii)), the total. ionthly benefits to which beneficiaries may
42 USC 402. 423. be entitled under section. 202 and 223 for any month on the basis of

the wages and self-employ nent income of an individual entitled to
disability insurance benefit.,, whether or not such total benefits are
otherwise subject to reduction under this subsection but after any
reduction under this subsection which would otherwise be applicable,
shall be, reduced or further reduced (before the application of section

t1' 424a. 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.".

42 UbC (b)1) Section 203(a)(2)(D) of such Act is amended by striking out
"paragraph (7)" and inserting in lieu thereof "paragraph (8)".

(2) Section 203(a)(8) of such Act, as redesignated by subsection (a)(2)
of this section, is amended by striking out "paragraph (6)" and
inserting in lieu thereof "paragraph (7)".

12 USC 410. (3) Section 215(i)(2)(A)(ii)(III) of such Act is amended b striking out
"section 203(a) (6) and (7)" and inserting in lieu thereof' section 203(a)
(7) and (8)".

(4) Section 215(i)(2)(D) of such Act is amended by adding at the end
thereof the following new sentence: "Notwithstanding the preceding
sentence, such revision of maximum family benefits shall be subject
to paragraph (6) of section 203(a) (as added by section iO1(a)(3) of the
Social Security Disability Amendments of 1980).";
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(c) The amendments made by this section shall apply only with - USC 4O: note.
respect to monthly benefits payable on the basis oithe wages and self-
employment income of an individual who first becomes eligible for
benefits (determined under sections 215(a)(3)(B) and 215(a)(2)(A) of the
Social Security Act, as applied for this purpose) after 1978, and who 1 USC 4I.
first becomes entitled to disability insurance benefits after June 30,
1980.

REDUCTION IN NUMBER OF DROPOUT YEAR5 FOR YOUNGER DI5ABLED
WORKERS

SEC. 102. (a) Section 215(b)(2)(A) of the Social Security Act is 12 USC 4.
amended to reed as follows:

"t2)(A) The number of an individual's benefit computation years
equals the number of elapsed years reduced—

"(i) in the case of an individual who is entitled to old-age
insurance benefits (except as provided in the second sentence of
this subparagraph), or who has died, by 5years, and

"(ii) in the case of an individual who is entitled to disability
insurance benefits, by the number of years equal to one-fifth of
such individual's elapsed years (disregarding any resulting frac-
tional part of a year), but not by more than 5 years.

Clause (ii), once applicable with respect to any individual, shall
continue to apply for purposes of determining such individual's
primary insurance amount for purposes of any subsequent eligibility
for disability or old-age insurance benefits unless prior to the month
in which such eligibility begins there occurs a period of at least 12
consecutive months for which he was not entitled to a disability or an
old-age insurance benefit. If an individual described in clause (ii) is
living with a.child (of such individual or his orher spouse) under the
age of,3 in any calendar year which is included in such individual's
computation base years, but which is not disregarded pursuant to
clause (ii) or to subparagraph (B) (in determining such individual's
benefit computation years) by reason of the reduction in the number
of such individual's elapsed years under clause (ii), the number by
which such elapsed years are reduced under this subparagraph
pursuant to clause (ii) shall be increased by one (up to acombined
total not exceeding 3) for each such calendar year; except that (I) no
calendar year shall be disregarded by reason of this sentence(in
determining such individual's benefit computation years) unless the
individual was living with such child substantially throughout the
period in which the child was alive and under the age of 3 in such
year and the individual had no earnings as described in section
O3tf(5) in such year, (II) the particular calendar years to be disre- 42 USC 403.
garded under this sentence (in determining such benefit computation
years) shall be those years (not otherwise disregarded under clause
ii) which, before the application of section 215(f), meet the conditions
of subclause (I), and (III) this sentence shall apply only to the extent
that its application would not result in a lower primary insurance
amount. The number of an individual's benefit computation years as
determined under this subparagraph shall in no case be less than 2.".

(b) Section 223(a)(2) of such Act is amended by inserting "and 42 USC 423.
section 215(b)(2)(A)(ii)" after "section 202(q)" in the first sentenc. 42 USC 415, 402.

(c) The 'amendments made by this section shall apply only with 42 USC 4I note.respect to monthly benefits payable on the basis of the wages and self-
employment income of an individual who first becomes entitled todisability insurance benefits on or after July 1, 1980; except that the
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third sentence of section 215(b)(2)(A) of the Social Security Act (as

Ante. i added by such amendments) shall apply only with respect to monthly

benefits payable for months beginning on or after July 1, 1981.

PROVISIONS RELATING TO MEDICARE WAITING PERIOD FOR RECIPIENTS

OF DISABILITY BENEFITS

1 US(.' SEC. 103. (a)(1)(A) Section 223(b)(2) of the Social Security Act is

amended by striking out "consecutive" in clauses (A) and (B).

(B) Section 226(b) of such Act is further amended by striking out
"consecutive" in the matter following paragraph (2).

42 USC 1395c. (2) Section 1811 of such Act is amended by striking out
"consecutive".

12 USC 13)5p. (3) Section 1837g)(1) of such Act is amended by striking out

"consecutive".
4. USC 2311 (4) Section 7(d)(2)(ii) of the Railroad Retirement Act of 1974 is

amended by striking out "consecutive" each place it appears.

42 USC 426. (b)Section 226 of the Social Security Act is amended by redesigiiat-

ing subsection U) as subsection (g), and by inserting after subsection

(e) the following new subsection:
"U) For purposes of subsection (b) (and for purposes of section

Suprri. 1837(g)(1) of this Act and section 7(dX2Xii) of the Railroad Retirement

Supra. Act of 1974), the 24 months for which an individual has to have been

entitled to specified monthly benefits on the basis of disability in

order to become entitled to hospital insurance benefits on such basis

effective with any particular month (or to be deemed to have enrolled

in the supplementary medical insurance program, on the basis of
such entitlement, by reason of section 1837U)), where such individual

had been entitled to specified monthly benefits of the same type

during a previous period which terminated—
"(1) more than 60 months before the month in which his

current disability began in any case where such monthly benefits
were of the type specified in clause (A)(i) or (B) of subsection (bX2),

or
"(2) more than 84 months before the month in which his

current disability began in any case where such monthly benefits
were of the type specified in clause (A)(ii) or (A)(iii) of such

subsection,
shall not include any month which occurred during such previous

period.".
t USC 421; note (c) The amendments made by this section shall apply with respect

to hospital insurance or supplementary medical insurance benefits

for services provided on or after the first day of the sixth month

which begins after the date of the enactment of this Act.

CONTINUATION OF MEDICARE ELIGIBILITY

42 USC' 426 SEc. 104: (a) Section 226(b) of the Social Security Act is amended—
(1) by striking out "ending with the month" in the matter

following paragraph (2) and inserting in lieu thereof "endin
(subject to the last sentence of this subsection) with the month',
and

2) by adding at the end thereof the following new sentence:
"For purposes of this subsection, an individual who has had a
period of trial work which ended as provided in section

4! USC l. 222(cX4XA), and whose entitlement to benefits or status as a
qualified railroad retirement beneficiary as described in para-
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graph (2) has subsequently terminated, shall be deemed to be
entitled to such benefits or to occupy such status (notwithstand-
ing the termination of such entitlement or status) for the period
of consecutive months throughout all of which the physical or
mental impairment, on which such entitlement or status was
based, continues, and throughout all of' which such individual
would have been entitled to monthly insurance benefits under
title II or as a qualified railroad retirement beneficiary had such 42 USC 40].
individual been unable to engage in substantial gainful activity,
but not in excess of 24 such months.".

(b) The amendments made by subsection (a) shall become effective Effective date.
on the first day of the sixth month which begins after the date of the 42 USC 426 note.
enactment of this Act, and shall apply with respect to any individual
whose disability has not been determined to have ceased prior to such
first day.

TITLE 11—PROVISIONS RELATING TO DISABILITY BENEFITS
UNDER THE SS! PROGRAM

BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTANTIAL GAINFUL
ACTIVITY DESPITE SEVERE MEDICAL IMPAIRMENT

Sc. 201. (a) Part A of title XVI of the Social Security Act is
amended by adding at. the end thereof the following new section:

'BN111T5 FOR INI)IVIDUAIS WHO PERFORM SUBSTANTIAL GAINFUL
ACTIVITY DESPITE 5EVERE MEDICAL IMPAIRMENT

"SEC. 1619. (a) Any individual who is an eligible individual (or 42 USC 132h.
eligible spouse) by reason of being under a disability and was eligible
to receive benefits under section 1611(b) or under this section for the 42 USC 1382.
month preceding the month for which eligibility for benefits under
this section is now being determined, and who would otherwise be
denied benefits by reason of section 1611(eX4) or ceases to be an
eligible individual (or eligible spouse) because his earnings have
deivioi'istrated a capacity t engage in substantial gainful activity,
shall nevertheless qualify for a monthly benefit equal to an amount
detcrmined under section 161 1(bXij (or, in the case of an individual
who has an eligible spouse, under section 1611(bX2)), and for purposes
of titles XIX and XX of this Act shall be considered a disabled 12 USC 136,
individual receiving supplemental security income benefits under 1.97.

this title, for so long as the Secretary determines that—
"l)suh individual continues to have the disabling physical or

mental impairment on the basis of which such hdividuàI was
found to be under a disability, and continues to meet all non-
disability-related requirements for eligibility for benefits under
this title; and

"(2) the income of such individual, other than income excluded
pursuant to section 1612(b), is not equal to or in excess of the 42 USC l382a.
an'iount which would cause him to be ineligible for payments
under section 1611(b) (if he were otherwise eligible for such
payments).

"(b For purposes of titles XIX and XX, any individual under age 65
who, for the month preceding the first month in the period to which
this subsection applies, received—

'(ii a payment of supplemental security income benefits under
Section 161 1(b)on the basis of blindness or disability,
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42 tJSC 1;42. "(ii) a supplementary payment under section 1616 of this Act
S7 Stat. or under section 212 of Public Law 93—66 on such basis,

"(iii) a payment of monthly benefits under subsection (a), or
'(iv) a supplementary payment under section 116(c)(3),

shall be considered to be a blind or disabled individual receiving
supplemental security income benefits for so long as the Secretary
determines under regulations that—

"(1) such individual continues to be blind or continues to have
the disabling physical or mental impairment on the basis of
which he was found to be under a disability and, except for his
earnings, continues to meet all non-disability-related require-
ments for eligibility for benefits under this title;

"(2) the income of such individual would not, except for his
earnings, be equal to or in excess of the amount which would
cause him to be ineligible for payments under section 1611(b) (if
he were otherwise eligible for such payments);

"(3) the termination of eligibility for benefits under title XIX
or XX would seriously inhibit his ability to continue his employ-
ment; and

'(4) such individual's earnings are not sufficient to allow him
to provide for himself a reasonable equivalent of the benefits
under this title and titles XIX and XX which would be available
to him in the absence of such earnings.".

42 USC 1e. (b)(1) Section 1616(c) of such Act is amended by adding at the end
thereof the following new paragraph:

"(3) Any State (or political subdivision) making supplementary
payments described in subsection (a) shall have the option of making
such payments to individuals who receive benefits under this title
under the provisions of section 1619, or who would be eligible to
receive such benefits but for their income.".

42 USC 132 (2) Section 212(a) of Public Law 93-66 is amended by adding at the
end thereof the following new paragraph:

"4) Any St.ate having an agreement with the Secretary under
paragraph (1) may, at its option, include individuals receiving bene-
fits under section 16.19 of the Social Security Act, or who would be
eligible to receive such benefits but for their income, under the
agreement as though they are aged, blind, or disabled individuals as
pecifled in paragraph (2XA).".

c) Rirt A of title XVI of the Social Security Act is amended by
idding at t.he end thereof (after the new section added by subsection-' P 41. u ofthi section)the following new section:

MEI)ICAL AND sOCIAL SERvICEs FOR CERTAIN HANDICAPPED PERSONS'• 'SEC. 1(2O. (a) There are authorized to be appropriated such sums
as may be necessary to establish and carry out a 3-year Federal-State
pilot program to provide niedica and social services for certain
handicapped individuals in accordance with this section.

"(b)(1) The total sum of $18,000,000 shall be allotted to the States
for such program by the Secretary, during the period beginning
September 1, 1981, and ending September 30, 1984, as follows:

'A) The total sum of $(L000,000 shall be allotted to the States
for the fiscal year ending September 0. 1982 (which for purposes
af this section shall include the month of September 1981).

(B The total uin of $G,000,000. plus any amount remaining
vaiIabk (after the application of paragraph (4)) from the allot-
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ment made under subparagraph (A), shall be allotted to the
States for the fiscal year ending September 30, 1983.

"(C) The total sum of $6,000,000, plus any amount remainiIg
available (after the application of paragraph (4)) from the allot-
merits made under subparagraphs (A) and (B), shall be allotted to
the States for the fiscal year ending September 30, 1984.

"(2) The allotment to each State from the total sum allotted under
paragraph (1) for any fiscal year shall bear the same ratio to such
total sum as the number of individuals in such State who are over age
17 and under age 65 and are receiving supplemental security income
benefits as disabled individuals in such year (as determined by the
Secretary on the basis of the most recent data available) bears to the
total number of such individuals in all the States. For purposes of the "Supplemental
preceding sentence, the term 'supplemental security income benefits' security income

includes payments made pursuant to an agreement under section ene I S.

1616(a) of this Act or under section 212(b) of Public Law 93—66. 42 Usc 1382e.

"(3) At the beginning of each fiscal year in which the pilot program 87 5tat. 155.

under this section is in effect, each State that does not intend to use ertificatlon to

the allotment to which it is entitled for such year (or any allotment ecre ary.

which was made to it for a prior fiscal year), or that does not intend to
use the full amount of any such allotment, shall certify to the
Secretary the amount of such allotment which it does not intend to
use, and the State's allotment for the fiscal year (or years) involved
shall thereupon be reduced by the amount so certified.

"(4) The portion of the total amount available for allotment for any RaHocation.
particular fiscal year under paragraph (1) which is not allotted to
States for that year by reason of paragraph (3) (plus the amount of
any reductions made at the beginning of such year in the allotments
of States for prior fiscal years under paragraph (3)) shall be reallo-
cated in such manner as the Secretary may determine to be appro-
priate to States which need, and will use, additional assistance in
providing services to severely handicapped individuals in that partic-
ular year under their approved plans. Any amount reallocated to a
State under this paragraph for use in a particular fiscal year shall be
treated for purposes of this section as increasing such State's allot-
ment for that year by an equivalent amount.

"(c) In order to participate in the pilot program and be eligible to
receive payments for any period under subsection (d), a State (during
sich period) must have a plan, approved by the Secretary as meeting
the requirements of this section, which provides medical and social
services for severely handicapped individuals whose earnings are
above the level which ordinarily demonstrates an ability to engage in
substantial gainful activity and who are not receiving benefits under
section 1611 or 1619 or assistance under a State plan approved under 42 USC 1382.

section 1902, and which— Ank', p. 445.
"(1) declares the intent of the State to participate in the pilot 42 USC 1396a.

program;
"(2) designates an appropriate State agency to administer or

supervise the administration of the program in the State;
"(3) describes the criteria to be applied by the State in deter-

mining the eligibility of any individual for assistance under the
plan and in any event requires a determination by the State
agency to the effect that (A) such individual's ability to continue
his employment would be significantly inhibited without such
assistance and (B) such individual's earnings are not sufficient to
allow him to provide for himself a reasonable equivalent of the
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cash and other benefits that would be available to him under this
42 Usc 1381, title and titles XIX and XX in the absence of those earnings;
1396, 1397. "(4) describes the process by which the eligibility of individuals

for such assistance is to be determined (and such process may not
involve the performance of functions by any State agency or
entity which is engaged in making determinations of disability
for purposes of disability insurance or supplemental security
income benefits except when the use of a different agency or
entity to perform those functions would not be feasible);

"(5) describes the medical and social services to be provided
under the plan;

"(6) describes the manner in which the medical and social
services involved are to be provided and, if they are not to be
provided through the State's medical assistance and social serv-
ices programs under titles XIX and XX (with the Federal
payments being made under subsection (d) of this section rather
than under those titles), specifies the particular mechanisms and
procedures to be used in providing such services; and

"(7) contains such other prqvisions as the Secretary may find to
be necessary or appropriate to meet the requirements of this
section or otherwise carry out its purpose.

The plan under this section may be developed and submitted as a
separate State plan, or may be submitted in the form of an amend-

42 USC 197b. ment to the State's plan under section 2003(dXl).
"(d)(1) From its allotment under subsection (b) for any fiscal year

(and any amounts remaining available from allotments made to it for
prior fiscal years), the Secretary shall from time to time pay to each
State which has a plan approved under subsection (c) an amount
equal to 75 per centum of the total sum expended under such plan
(including the cost of administration of such plan) in providing
medical and social services to severely handicapped individuals who
are eligible for such services under the plan.

"(2) The method of computing and making payments under this
section shall be as follows:

"(A) The Seretary shall, prior to each period for which a
payment is to be made to a State, estimate the amount tobe paid
to the State for such period under the provisions of this section.

"(B) From the allotment available therefor, the Secretary shall
pay the amount so estimated, reduced or increased, as the case
may be, by any sum (not previously adjusted under this subsec-
tion) by which he finds that his estimate of the amount to be paid
the State for any prior period under this section was greater or
less than the amount which should have been paid to the State
for such period under this section.

Regulations. "(e) Within nine months after the date of the enactment of this
section, the Secretary shall prescribe and publish such regulations as
may be necessary or appropriate to carry out the pilot program and
otherwise implement this section.

Reports to "(f) Each State participating in the pilot program under this section
ecret:r3 and shall from time to time report to the Secretary on the operation and

results of such program in that State, with particular emphasis upon
the work incentive effects of the program. On or before October .1,
1983, the Secretary shall submit to the Congress a report on the
orogram, incorporating the information contained in the State
reports along with his findings.and 'recozurnendations.".
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(d) The amendments made by subsections (a) and (b) shall become
effective on January 1, 1981, but shall remain in effect only for a
period of three years after such effective date.

(e) The Secretary shall provide for separate accounts with respect
to the benefits payable by reason of the amendments made by
subsections (a) and (b) so as to provide for evaluation of the effects of
such amendments on the programs established by titles II, XVI, XIX,
and XX of the Social Security Act.

•

EARNED INCOME IN SHELTERED WORK5HOP5

SEC. 202. (a) Section 1612(a)(1) of the Social Security Act is 42 Usc 1382a.

amended—
(1) by striking out "and" after the semicolon at the end of

subparagraph (A); and
(2) by adding after subparagraph (B) the following new

subparagraph:
"(C) remuneration received for services performed in a

sheltered workshop or work activities center; and".
(b) The amendments made by subsection (a) shall apply only with 42 USC 1382a

respect to remuneration received in months after September 1980. note.

TERMINATION OF ATrRIBUTION OF PARENTS' INCOME AND RESOURCES
WHEN CHILD ATAIN5 AGE 18

SEC. 203. (a) Section 1614(0(2) of the Social Security Act is amended
by striking out "under age 21" and inserting in lieu thereof "under
age 18":

(b) The amendment made by subsection (a) shall become effective
on October 1, 1980; except that the amendment made by such
subsection shall not apply, in the case of any child who, in September
1980, was 18 or over and received a supplemental security income
benefit for such month, during any period for which such benefit
would be greater without the application of such amendment.

TITLE Ill—PROVISIONS AFFECTING DISABILITY RECIPIENTS
UNDER OASDI AND SSI PROGRAMS; ADMINISTRATIVE

PROVISIONS

CONTINUED PAYMENT OF BENEFITS TO INDIvIDUALS UNDER
VOCATIONAL REHABILITATION PLANS

SEC. 301. (a)(1) Section 225 of the Social Security Act is amended by
inserting "(a)' after "SEc. 225.", and by adding at the end thereof the
following new subsection:

"tb) 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 suspended
because the physical or mental impairment, on which the individ-
ual's entitlement to such benefits is based, has or may have ceased,

"(1) such individual is participating in an approved vocational
rehabilitation program under a State plan approved under title I
of the Rehabilitation Act of 1973, and

"(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

59-1390-80- 2 (88)

Effective date.
42 Usc 1382h
note.

42 Usc 1382h
note.

42 U5C 401,
1381. 19i. 117.

42 Usc 1382c.

Effective date.
42 USC 1382c
note.

42 Usc 425.

29 Usc 720.
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may (following his participation in such program) be perma-
nently removed from the disabilitybenefit rolls.".

(2) Section 225(a) of such Act (as designated under subsection (a) ofAnte, P '49. this section) is amended by striking out "this section" each place it
appears and inserting in lieu thereof "this subsection".

42 Usc 1383. (b) Section 1631(a) of such Act is amended by adding at the end
thereof the following new paragraph:

"(6) Notwithstanding any other provision of this title, payment of
the benefit of any individual who is an aged, blind, or disabled
individual solely by reason of disability (as determined under section42 USC 1382c. 1614(a)(3)) shall not be terminated or suspended because the physical
or mental impairment, on which the individual's eligibility for suchbenefit is based, has or may have ceased, if—

"(A) such individual is participating in an approved vocational
rehabilitation program under a State plan approved under title I29 USC 720. of the Rehabilitation Act of 19739 and

"(B) 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 proram) be perma-
nently removed from the disability benefit rolls.'.

Effective date. (c) The amendments made by this section shall become effective on42 USC 425 note. the first day of the sixth month which begins after the date of the
enactment of this Act, and shall apply with respect to individuals
whose disability has not been determined to have ceased prior to suchfirst day.

EXTRAORDINARy WORK EXPENSES DUE TO SEVERE DISABILITY

42 usc 423. SEc. 302. (a)(1) Section 223(d)(4) of the Social Security Act is
amended by inserting after the third sentence the foll9wing new
sentence: "In determining whether an individual is able to engage in
substantial gainful activity by reason of his earnings, where his
disability is sufficiently severe to result in a functional limitation
requiring assistance in order for him to work, there shall be excluded
from such earnings an amount equal to the cost (to such individual) of
any attendant care services, medical devices, equipment, prostheses,
and similar items and services (not including routine drugs or routine
medical services unless such drugs or services are necessary for the
control of the disabling condition) which are necessary (as deter-mined by the Secretary in regulations) for that purpose, whether ornot such assistance is also needed to enable him to carry out his
normal daily functions; except that the amounts to be excluded shall
be subject to such reasonable limits as the Secretary may prescribe.".12 Usc 1382c. (2) Section 1614(aX3)(D) of such Act is amended by inserting afterPost, P the first sentence the following new sentence: "In determining
whether an individual is able to engage in substantial gainful activity
by reason of his earnings, where his disability is sufficiently severe toresult in a functional limitation requiring assistance in order for himto work, there shall be excluded from such earnings an amount equal
to the cost (to such individual) of any attendant care services, medicaldevices, equipment, prostheses, and similar items and services (notincluding routine drugs or routine medical services unless such drugs
or services are necessary for the control of the disabling condition)which are necessary (as determined by the Secretary in regulations)for that purpose, whether or not such assistance is also needed toenable him to carry out his normal daily functions; except that the
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amounts to be excluded Shall be subject to such reasonable limits as
the Secretary may prescribe.".

(b) Section 1612(b)(4)(B) of such Act is amended by striking out 42 Usc 1382a.

"plus one-half of the remainder thereof, and (ii)" and inserting in lieu
thereof the following: "(ii) such additional amounts of earned income
of such individual (for purposes of determining the amount of his or
her benefits under this title and of determining his or her eligibility
for such benefits for consecutive months of eligibility after the initial
month of such eligibility), if such individual's disability is sufficiently
severe to result in a functional limitation requiring assistance in
order for him to work, as may be necessary to pay the costs (to such
individual) of attendant care services, medical devices, equipment,
prostheses, and similar items and services (not including routine
drugs or routine medical services unless such drugs or services are
necessary for the control of the disabling condition) which are
necessary (as determined by the Secretary in regulations) for that
purpose, whether or not such assistance is also needed to enable him
to carry out his normal daily functions, except that the amounts to be
excluded shall be subject to such reasonable limits as the Secretary
may prescribe, (iii) one-half of the amount of earned income not
excluded after the ap1ication of the preceding provisions of this
subparagraph, and (iv)'.

(c) The amendments made by this section shall apply with respect 42 usc 423 note.

to expenses incurred on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

REENflTLEMENT TO DISABILITY BENEFITS

SEC. 303. (a)(1) Section 222(c)(1) of the Social Security Act is 42 usc 422.

amended by striking out "section 228 or 202(d)" and inserting in lieu 42 usc 423, 402.

thereof "section 223, 202(d), 202(e), or 202(f)".
(2) Section 222(c)(8) of such Act is amended by striking out the

period at the end of the first sentence and inserting in lieu thereof
", or, in the case of an individual entitled to widow's or widower's
insurance benefits under section 202 (e) or U) who became entitled to
such benefits prior to attaining age 60, with the month in which such
individual becomes so entitled.".

(bX1XA) Section 223(aXl) of such Act is amended by striking out "or
the third month following the month in which his disability ceases."
at the end of the first sentence and inserting in lieu thereof "or,
subject to subsection (e), the termination month. For purposes of the
preceding sentence, the termination month for any individual shall
be the third month following the month in which his disability ceases;
except that, in the case ofan individual who ha a period of trial work
which ends as determined by application of section 222(cX4XA), 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 determined abis to engage in substantial gainful activity.".

(B) Section 202(dX1XG) of such Act is amended—
(i) by redesignating clauses U) and (ii) as clauses (ifi) and (IV),

respectively, -and
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(ii) by striking out "the third month following the month in
which he ceases to be under such disability" and inserting in lieu

42 Usc 423. thereof ", or, subject to section 223(e), the termination month
(and for purposes of this subparagraph, the termination 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-

42 USC 422. mined 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 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 determined able to engage in substan-
tial gainful activity,".

42 USC 402. (C) Section 2O2(eXl) of such Act is amended by striking out "the
third month following the month in which her disability ceases
(unless she attains age 65 on or before the last day of such third
month)." at the end thereof and inserting in lieu thereof", subject to
section 223(e), the termination month (unless she attains age 65 on or
before the last day of such termination month). For purposes of the
preceding sentence, the termination month for any individual shall
be the third month following the month in which her disability
ceases; except 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 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 occur-
ring after the 15 months following such period of trial work in which
he engaes or is determined able to engage in substantial gainful
activity.'.

(D) Section 202(0(1) of such Act is amended by striking out "the
third month following the month in which his disability ceases
(unless he attains age 65 on or before the last day of such third
month)." at the end thereof and inserting in lieu thereof ", subject to
section 223(e), the termination month (unless he attains age 65 on or
before the last day of such termination month). For purposes of the
preceding sentence, the termination 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 determined by application of section 222(cX4XA), 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 (H) 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 substantial gainful activity.".
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(2)(A) Section 223 of such Act is amended by adding at the end 42 Usc 423.
thereof the following new subsection

"(e) No benefit shall be pa'able under subsection (dXl)(B)(ii),
(e)(1XBXii) or (fX1XBXii) of section 202 or under subsection (aXi) of 42 USC 402.
this section to an individual for any month, after the third month, in
which he engages in substantial gainful activity during the 15-month
period following the end of his trial work period determined by
application of section 222(cX4XA).". 42 USC 422.

(B) Section 216(iX2XD) of such Act is amended by striking out "(ii)" 42 USC 416.
and all that follows and inserting in lieu thereof "(ii) the month
preceding (I) the termination month (as defined in section 223(aXl)),
or, if earlier (II) the first month for which no benefit is payable by
reason of section 223(e), where no benefit is payable for any of the
succeeding months during the 15-month period referred to in suchsection."

(c)(1XA) Section l614(aX3) of such Act is amended by adding at the 42 USC 1382c.
end thereof the following new subparagraph:

"(F) For purposes of this title, an individual whose trial work period
has ended by application of paragraph (4XDXi) shall, subject to section
1611(eX4), nonetheless be considered (except for purposes of section 42 USC 1382.
163 l(aX5)) to be disabled through the end of the month preceding the 42 usc 1383.
termination month. For purposes of the preceding sentence, the
termination month for any individual shall be the earlier of (i) 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 first month,
after the period of 15 consecutive months following the end of such
period of trial work, in which such individual engages in or is
determined to be able to engage in substantial gainful activity.".

(B) Section 1614(a)(3XD) of such Act is amended by striking out Ante, p. 450.
"paragraph (4)" and inserting in lieu thereof "subparagraph (F) orparagraph (4)".

(2) Section 1611(e) of such Act is amended by adding at the end
thereof the following new paragraph:

"(4) No benefit shall be payable under this title, except as provided
in section 1619 (or section 1616(cX3)), with respect to an eligible Ante, pp. 445,
ifldividual or his eligible spouse who is an aged, blind, or disabled 446.

individual solely by application of section 1614(aX3XF) for any month, Supra.
after the third month, in which he engages in substantial gainful
activity during the fifteen-month period following the end of his trial
work period determined by application of section 1614(aX4)(D)(j).".

(d) The amendments made by this section shall become effective on Effective date.
the first day of the sixth month which begins after the date of the 42 usc 402 note.
enactment of this Act, and shall apply with respect to any individual
whose disability has not been determined to have ceased prior to suchfirst day.

DIsABILITy DETERMINATIONS; FEDERAL REVIEW OF 5TATE AGENCY
DETERMINATIONS

SEC. 304. (a) Section 221(a) of the Social Security Act is amended to 42 USC 421.
read as follows:

"(a)(1) In the case of any individual, the determination of whether
or not he is under a disability (as defined in section 216(i) or 223(d)) 42 USC 416, 423.
and of the day such disability began, and the determination of the day
on which such disability ceases, shall be made by a State agency,
notwithstanding any other provision of law, in any State that notifies
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the Secretary in writing that it wishes to make such disability
determinations commencing with such month as the Secretary and
the State agree upon, but only if (A) the Secretary has not found,
under subsection (b)(1), that the State agency has substantially failed
to make disability determinations in accordance with the applicable
provisions of this section or rules issued thereunder, and (B) the State
has not notified the Secretary, under subsection (bX2), that it does not
wish to make such determinations. If the Secretary once makes the
finding described in clause (A) of the preceding sentence, or the State
gives the notice referred to in clause (B) of such sentence, the
Secretary may thereafter determine whether (and, if so, beginning
with which month and under what conditions) the State may again
make disability determinations under this paragraph.

"(2) The disability determinations described in paragraph (1) made
by a State agency shall be made in accordance with the pertinent
provisions of this title and the standards and criteria contained in
regulations or other written guidelines of the Secretary pertaining to
matters such as disability determinations, the class or classes of
individuals with respect to which a State may make disability
deterniinations (if it does not wish to do so with respect to all
individuals in the State), and the conditions under which it may

Regulations. choose not to make all such determinations. In addition, the Secre-
tary shall promulgate regulations specifying, in such detail as he
deems appropriate, performance standards and administrative
requirements and procedures to be followed in performing the dis-
ability determination function in order to assure effective and uni-
form administration of the disability insurance program throughout
the United States. The regulations may, for example, specify matters
such as—

"(A) the administrative structure and the relationship between
various units of the State agency responsible for disability
determinations,

"(B) the physical location of and relationship among agency
staff units, and other individuals or organizations performing
tasks for the State agency, and standards for the availability to
applicants and beneficiaries of facilities for making disability
determinations,

"(C) State agency performance criteria, including the rate of
accuracy of decisions, the time periods within which determina-
tions must be made, the procedures for and the scope of review by
the Secretary, and, as he finds appropriate, by the State, of its
performance in individual cases and in classes of cases, and rules
governing access of appropriate Federal officials to State offices
and to State records relating to its administration of the disabil-
ity determination function,

"(D) fiscal control procedures that the State agency may be
required to adopt, and

"(E) the submission of reports and other data, in such form and
at such time as the Secretary may require, concerning the State
agency's activities relating to the disability determination.

Nothing in this section shall be construed to authorize the Secretar
to take any action except pursuant to law or to regulations promu -
gated pursuant to law.".

42 Usc 421. (b) Section 221(b) of such Act is amended to read as follows:
Disability "(b)(1) If the Secretary finds, after notice and opportunity for a
determinations, hearing, that a State agency is substantially failing to make disability

determinations in a manner consistent with his regulations and other
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written guidelines, the Secretary shall, not earlier than 180 days
following his finding, and after he has complied with the require-

ments of paragraph (3), make the disability determinations referred

to in subsection (a)(1).
"(2) If a State, having notified the Secretary of its intent to make Notification to

disability determinations under subsection (a)(1), no longer wishes to Secretary.

make such determinations, it shall notify the Secretary in writing of

that fact, and, if an agency of the State is making disability determi-

nations at the time such notice is given, it shall continue to do so for

not less than 180 days, or (if later) until the Secretary has complied

with the requirements of paragraph (3). Thereafter, the Secretary
shall make the disability determinations referred to in subsection

(a)(1).
"(3)(A) The Secretary shall develop and initiate• all appropriate Assumption of

procedures to implement a plan with respect to any partial or
complete assumption by the Secretary of the disability determination

C

function from a State agency, as provided in this section, under which

employees of the affected State agency who are capable of performing

duties in the disability determination process for the Secretary shall,
notwithstanding any other provision of law, have a preference over

any other individual in filling an appropriate employment position

with the Secretary (subject to any system established by the Secre-

tary for determining hiring priority among such employees of the

State agency) unless any such employee is the administrator, the
deputy administrator, or assistant administrator (or his equivalent)

of the State agency, in which case the Secretary may accord such

priority to such employee.
"(B) The Secretary shall not make such assumption of the disability State agency

determination function until such time as the Secretary of Labor mp1oyes

determines that, with respect to employees of such State agency who by Secretary of

will be displaced from their employment on account of such assump- Labor.

tion by the Secretary and who will not be hired by the Secretary to

perform duties in the disability determination process, the State has

made fair and equitable arrangements to protect the interests of

employees so displaced. Such protective arrangements shall include

only those provisions which are provided under all applicable Fed-

eral, State and local statutes including, but not limited to, (i) the

preservation of rights, privileges, and benefits (including continu-

ation of pension rights and benefits) under existing collective-
bargaining agreements; (ii) the continuation of collective-bargaining

rights; (iii) the assignment of affected employees to other jobs or to

retraining programs; (iv) the protection of individual employees
against a worsening of their positions with respect to their employ-

ment; (v) the protection of health benefits and other fringe benefits;

and (vi) the provision of severance pay, as may be necessary.".

(c) Section 221(c) of such Act is amended to read as follows: 42 USC 421.

"(cXl) The Secretary may on his own motion or as required under Review.

paragraphs (2) and (3) review a determination, made by a State
agency under this section, that an individual is or is not under a
disability (as defined in section 216(i) or 223(d)) and, as a result of such 42 USC 416, 423.

review, may modify such agency's determination and determine that
such individual either is or is not under a disability (as so defined) or
that such individual's disability began on a day earlier or later than
that determined by such agency, or that such disability ceased on a
day earlier or later than that determined by such agency. A review by
the Secretary on his own motion of a State agency determination
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under this paragraph may be made before or after any action is taken
to implement such determination.

"(2) The Secretary (in accordance with paragraph (3)) shall review
determinations, made by State agencies pursuant to this section, that

42 USC 41(i. individuals are under disabilities (as defined in section 216(i) or
-12 USC 42:. 223(d)). Any review by the Secretary of a State agency determination

under this paragraph shall be made before any action is taken to
implement such determination.

"(3) In carrying out the provisions of paragraph (2) with respect to
the review of determinations, made by State agencies pursuant to
this section, that individuals are under disabilities (as defined in
section 216(i) or 223(d)), the Secretary shall review—

"(A) at least 15 percent of all such determinations made by
State agencies in the fiscal year 1981,

"(B) at least 35 percent of all such determinations made by
State agencies in the fiscal year 1982, and

"(C) at least 65 percent of all such determinations made br
State agen.cies in any fiscal year after the fiscal year 1982.'.

42 USC 421 (d) Section 22 1(d)of.uch,Act is amen4ed by striking out ."(a)" and
inserting in lieu thereof "(a), (b)"

(e) The first sentence of section 22 1(e) of such Act is amended—
(1) by striking out "which has an agreement with the Secre-

tary" and inserting in'lieu thereof "which is making disability
determinations under subsection (a)(1)",

(2) by striking out "as may be mutually agreed upon" and
inserting in lieu thereof "as determined by the Secretary", and

(3) by striking out "carrying out the agreement under this section"
and inserting in lieu thereof "making• disability determinations
under subsection (a)(1)".

(f) Section 221(g) of such Act is amended—
(1) by striking out "has no agreement under subsection (b)" and

inserting in lieu thereof "does not undertake to perform disabil-
ity determinations under subsection (aXl), or which has been
found by the Secretary to have substantially failed to make
disability determinations in a manner consistent with his regula-
tiOns and guidelines", and

(2) by striking out "not included in an agreement under
subsection (b)"•and inserting in lieu thereof "for whom no State
undertakes to make disability determinations".

Report to (g)The Secretary of Health and Human Services shall implement aCongress. program of reviewing, on his own motion, decisions rendered by-l_ US( -Li note,
administrative law judges as a result of hearings under section 221(d)
of the Social Security Act, and shall report to the Congress by
January 1, 1982, on his progress.

Effective date. (h) The amendments made by subsections (a), (b), (d), (e), and (042 USC 321 note, shall be effective beginning with the twelfth month following theState
. month in which this Act is enacted. Any State that, on the effective

Secretqrvof date of the amendments made by this section, has in effect an
He1th and agreement with the Secretary of Health and Human Services under
Human Services, section 221(a) of the Social Security Act (as in effect prior to suchnotification, amendments) will be deemed to have given to the Secretary the

notice specified in section 221(a)(1) of such Act as amended by this
section, in lieu of continuing such agreement in effect after the
effective date of such amendments. Thereafter, a State may notify
the Secretary in writing that it no longer wishes to make disability
determinations, effective not less than 180 days after the notification
is given.
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(i) The Secretary of Health and Human Services shall submit to the Plan, submittal
Congress by July 1, 1980, a detailed plan on how he expects toaa8ume
the functions and operations of a State disability determination unit S no

when this becomes necessary under the amendments made by this
section, and how he intends to meet the requirements of section
221(bX3) of the Social Security Act. Such plan should assume the 42 Usc 421.
uninterrupted operation of the disability determination function and
the utilization of the best qualified personnel to carry out such
function. If any amendment of Federal law or regulation is required
to carry out such plan, recommendations for such amendment should
be included in the report.

INFORMATION TO ACCOMPANY SECRETARY'S DECISIONS

SEC. 305. (a) Section 205(b) of the Social Security Act is amended by 42 USC 405.
inserting after the first sentence the following new sentence: 4'jy
such decision by the Secretary which mvolves a determination of
disability and which is in whole or in part unfavorable 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 reasons upon which it is
based.".

(b) Section 1631(cXl) of such Act is amended by inserting after the 42 U5C 1383.
first sentence thereof the following new sentence: "Any such decision
by the Secretary which involves a determination of disability and
which is in whole or in part unfavorable 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 deter-
mination and the reason or reasons upon which it is based.".

(c) The amendments made by this section shall apply with respect 42 U5C 405 note.
to decisions made on or after the first day of the 13th month following
the month in which this Act is enacted.

LIMITATION ON PR0SPEcrwE EFFECT OF APPLICATION

- SEC. 306. (a) Section 202(jX2) of the Social Security Act is amended 42 Usc 402.
to read as follows:

"(2) An application for any monthly benefits under this section
filed before the first month in which the applicant satisfies the
requirements 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 thereon 42 usc 405.
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 fmal decision of the Secretary).".

(b) Section 216(iX2XG) of such Act is amended— 42 U5C 416.
(1) by inserting "(and shall be deemed to have been filed on

such first day)" immediately after '4shall be deemed a valid
application" in the first sentence,

(2) by striking out the period at the end of the first sentence
and inserting in lieu thereof "and no request under section 205(b)
for notice and opportunity for a hearing thereon 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).", and

59—139 0 — 80 — 3 (88)
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(3) by striking out the second, sentence.
42 Usc 423. (c) Section 223(b) of such Act is aritended—

(1) by inserting "(and sha1l be deemed to have been filed in
sqch first month)" immediatEjly after "shall be deemed a valid
application" in the first senterce,

(2) by striking out the peri4d at the end of the first sentence
anfd inserting in lieu thereof "tnd no request under section 205(b)
for notice and opportunity fr a hearing thereon is made, or if
such a request is made, before a decision based upon the evidence
adduced at the hearing is iiade (regardless of whether such
decision becomes the final decision of the Secretary).", and

(3) by striking out the second s@ntence.
42 U5C 402 note. (d) The amendments made y this' section shall apply to applica-

tions filed after the month in which this Act is enacted.

UMiTATION ON COURT REMANDS

SEC. 307. The sixth sentence of section 205(g) of the Social Security
42 Usc 405. Act is amended by striking out all that precedes "and the Secretary

shall" and inserting in lieu thereof the following: "The court may, on
motion of the Secretary made for good cause shown before he files his
answer, remand the case to the Secretary for further action by the
Secretary, and it may at any time order additional evidence to be
taken before the Secretary, but only upon a showing that there is new
evidence which is material and that there is good cause for the failure
to incorporate such evidence into the record in a prior proceeding;".

TIME UMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

Report to SEC. 308. The Secretary of Health and Human Services shall
Congress. submit to the Congress, no later than July 1, 1980, a report recom-
42 usc 401 note. mending the establishment of appropriate time limitations governing
42 usc 401. decisions on claims for benefits under title II of the Social Security

Act. Such report shall specifically recommend—
(1) the maximum period of time (after application for a pay:

ment under such title is filed) within which the initial decision of
the Secretary as to the rights of the applicant should be made;

(2) the maximum period of time (after application for reconsid-
eration of any decision described in paragraph (1) is filed) within
which a decision of the Secretary on such reconsideration should
be made;

(3) the maximum period of time (after a request for a hearing
with respect to any decision described in paragraph (1) is filed)
within which a decision of the Secretary upon such hearing
(whether affirming, modifying, or reversing such decision) should
be made; and

(4) the maximum period of time (after a request for review by
the Appeals Council with respect to any decision described in
paragraph (1) is made) within which the decision of the Secretary
upon such review (whether affirming, modifying, or reversing
such decision) should be made.

In determining the time limitations to be recommended, the Secre-
tary shall take into account both the need for expeditious processing
of claims for benefits and the need to assure that all such claims will
be thoroughly considered and accurately determined.
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PAYMENT FOR EXISTING MEDICAL EVIDENCE

SEC. 309. (a) Section 223(d)(5) of the Social Security Act is amer1ied 42 USC 423.

by adding at the end thereof the following new sentence: "Any nor.-
Federal hospital, clinic, laboratory, or other provider of medical
services, or physician not in the employ of the Federal Government,
which supplies medical evidence required and requested by the
Secretary under this paragraph shall be entitled to payment from the
Secretary for the reasonable cost of providing such evidence.".

(b) The amendment made by subsection (a) shall apply with respect 42 usc 423 note.

to evidence requested on or after the first day of the sixth mQnth
which begins after the date of the enactment of this Act.

PAYMENT OF CERTAIN TRAVEL EXPEN5E5

SEC. 310. (a) Section 201 of the Social Security Act is amended by 42 usc 40i.

adding at the end thereof the following new subsection:
"(j) There are authorized to be made available for expenditure, out

of the Federal Old-Age and Survivors Insurance Trust Fund; or the
Federal Disability Insurance Trust Fund (as determined appropriate
by the Secretary), such amounts as are required to pay travel
expenses, either on an actual cost or commuted basis, to individuals
for travel incident to medical examinations requested by the Secre-
tary in connection with disability determinations under this title, and
to parties, their representatiyes, and all reasonably necessary wit-
nesses for travel within the United States (as defined in section 210(i)) 42 usc 410.

to attend reconsideration interviews and proceedings before adminis-
trative law judges with respect to any determination under this title.
The amount available under the preceding 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 accommoda-
tions is required (as determined under regulations of the Secretary)
because of such person's health condition or the unavailability of
alternative accommodations; and the amount available for payment
for other travel by any peron shall not exceed the cost of travel
(between the points involved) by the most economical and expeditious
means of transportation appropriate to such person's health condi-
tion, as specified in such regulations.".

(b) Section 1631 of such Act is amended by adding at the end thereof 42 usc 1383.
the following new subsection:

"Payment of Certain Travel Expenses

"(h) The Secretary shall pay travel expenses, either on an actual
cost or commuted basis, to individuals for travel incident to medical
examinations requested by the Secretary in connection with disabil-
ity determinations under this title, and to parties, their representa-
tives, and all reasonably necessary witnesses for travel within the
United States (as defined in section 1614(e)) to attend reconsideration 42 usc 1382c.

interviews and proceedings before administrative law judges with
respect to any determination under this title. The amount available
under the preceding 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 accommodations is
required (as determined under regulations of the Secretary) because.
of such person's health condition or the unavailability of á1ternative
accommodations; and the amount available for payment for other
travel by any person shall not exceed the cost of travel (between the
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points involved) by the most economical and expeditious means of
transportation appropriate to such person's health condition, as
specified in such regulations.".

42 Usc 1395i. (c) Section 1817 of such Act is amended by adding at the end thereof
the following new subsection:

Travel expenses, "(i) There are authorized to be made available for expenditure out
utorized trust of the Trust Fund such amounts as are required to pay travelun paymen

. expenses, either on an actual cost or commuted basis, to parties, their
representatives, and all reasonably necessary witnesses for travel

42 USC 410. within the United States (as defined in section 210(i)) to attend
reconsideration interviews and proceedings before administrative
law judges with respect to any determination under this title. The
amount available under the preceding 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 accommoda-
tions is required (as determined under regulations of the Secretary)
because of such person's health condition or the unavailability 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 expeditious
means of transportation appropriate to such person's health condi-
tion, as specified in such regulations.".

PERIODIC REVIEW OF DI5ABILITY DETRMINATION5

42 Usc 421. SEC. 311. (a) Section 221 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(i) In any case where an individual is or has been determined to be
under a disability, the case shall be reviewed by the applicable' State
agency or the Secretary (as may be appropriate), for purposes of
continuing eligibility, at least once every 3 years; except that where a
finding has been made that such disability is permanent, such
reviews shall be made at such times as the Secretary determines to be
appropriate. Reviews of cases under the preceding sentence shall be
in addition to, and shall not be considered as a substitute for, any
other reviews which are required or provided for under or in the
administration of this title.".

Effective date. (b) The amendment made by subsection (a) shall become effective
42 U5C 421 note, on January 1, 1982.

REPORT BY SECRETARY

5ubmittal to SEC. 312. The Secretary of Health and Human Services shall
Congress. submit to the Congress not later than January 1, 1985, a full and
42 U5C 401 note, complete report as to the effects produced by reason of the preceding

provisions of this Act and the amendments made thereby.

TITLE N—PROVISIONS RELATING TO AFDC AND CHILD
SUPPORT PROGRAMS

WORK REQUIREMENT UNDER THE AFDC PROGRAM

42 usc 602. SEC. 401. (a) Section 402(aX19XA) of the Social Security Act is
amended—

(1) by striking out all that follows "(A)" and precedes clause (i),
and inserting in lieu thereof the following: "that every indi-
vidual, as a condition of eligibility for aid under this part, shall
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register for manpower services, training, employment, and other
employment-related activities (including employment search,
not to exceed eight weeks in total in each year) with the
Secretary of Labor as provided by regulations issued by him,
unless such individual is—";

(2) by striking out "or" at the end of clause (v);
(3) by striking out "under section 433(g)" in clause (vi); 42 Usc 633.

(4) by adding "or" after the semicolon at the end of clause (vi);
and

(5) by inserting after clause (vi) the following new clause:
"(vii) a erson who is working not less than 30 hours

per week;'.
(b) Section 402(a)(19)(B) of such Act is amended by inserting "to 42 USC 602.

families with dependent children" immediately after "that aid".
(c) Section 402(a)(19)(D) of such Act is amended by striking out ",

and income derived from a special work project under the program
established by section 432(bX3)". 42 USC 632.

(d) Section 402(aX19XF) of such Act is amended—
(1) by striking out, "and for so long as any child, relative, or

individual (certified to the Secretary of Labor pursuant to sub-
paragraph (G))" in the matter preceding clause (i), and inserting
in lieu thereof "(and for such period as is prescribed under joint
regulations of the Secretary and the Secretary of Labor) any
child, relative or individual"; and

(2) by inserting "and" after the semicolon at the end of clause
(iv), and striking out all that follows.

(e) Section 402(a)(19)(G) of such Act is amended—
(1) by inserting "(which will, to the maximum extent feasible,

be located in the same facility as that utilized for the administra-
tion of programs established pursuant to section 432(b) (1), (2), or
(3))" immediately after "administrative unit" in clause (i);

(2) by striking out "subparagraph (A)," in clause ii), and
inserting in lieu thereof "subparagraph (A) of this paragraph (I)";

(3) by striking out "part C" where it first appears in clause (ii)
and inserting in lieu thereof "section 432(b) (1), (2), or (3)"; and

(4) by striking out "employment or training under part C," in
clause (ii) and inserting in lieu thereof "employment or training
under section 432(b) (1), (2), or (3), (II) such social and supportive
services as are necessary to enable such individuals as deter-
mined appropriate by the Secretary of Labor actively to engage
in other employment-related (including but not limited to
employment search) activities, as well as timely payment for
necessary employment search expenses, and (III) for a period
deemed appropriate by the Secretary of Labor after such an
individual accepts employment, such social and supportive serv-
ices as are reasonable and necessary to enable him to retain
such employment,".

(0 Section 402(aXl9) of such Act is further amended—
(1) by striking out "and" at the end of subparagraph (F);
(2) by adding "and" after the semicolon at the end of subpara-

graph (G); and
(3) by adding after subparagraph (G) the following new

subparagraph:
"(H) that an individual participating in employment

search activities shall not be referred to employment oppor-
tunities which do not meet the criteria for appropriate work
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and training to which an individual may otherwise be
42 USC 632. assigned under section 432(b) (1), (2), or (3);".
42 USC 603. (g) Section 403(c) of such Act is amended by striking out "part C"

and inserting in lieu thereof "section 432(b) (1), (2), or (3)".
(h) Section 403(dXl) of such Act is aniended by adding at the end

thereof the following new sentence: "In determining the amount of
the expenditures made under a State plan for any quarter with
respect to social and supportive services pursuant to section

Auh'. p. 461. 402(aX19XG), there shall be included the fair and reasonable value of
goods and services furnished in kind from the State or any political
subdivision thereof.".

42 USC 602 note. (i) The amendments made by this section (other than those made by
subsections (c) and (d)) shall take effect on September 30, 1980, and
the joint regulations referred to in section 402(aXI9XF) of the Social
Security Act (as amended by this section) shall be promulgated on or
before such date, and take effect on such date.

USE OF INTERNAL REVENUE SERVICE TO COLLECT CHILD SUPPORT FOR
NON-AFDC FAMILIES

SEC. 402. (a) The first sentence of section 452(b) of the Social
42 USC 652. Security Act is amended by inserting "(or undertaken to be collected
42 USC 654. by such State pursuant to section 454(6))" immediately aftez

"assigned to such State".
Effective date. (b)The amendment made by subsection (a) shall take effect July 1,
42 USC 652 note. 1980.

SAFEGUARDS RESTRICTING DISCLOSURE OF CERTAIN INFORMATION
UNDER AFDC AND SOCIAL SERVICE PROGRAMS

42 USC 602. SEC. 403. (a) Section 402(aX9) of the Social Security Act is
amended—

(1) by striking out "and" at the end of clause (B); and
(2) by striking out "; and the safeguards" and all that follows

and inserting in lieu thereof the following: ", and (D) any audit or
similar activity conducted in connection with the administration
of any such plan or program by any governmental entity which is
authorized by law to conduct such audit or activity; and the
safeguards so provided shall prohibit disclosure, to any commit-
tee or legislative body (other than an entity referred to in clause
(D) with respect to an activity referred to in such clause), of an
information which identifies by name or address any Suc
applicant or recipient;".

42 USC l3WTb. (b)Section 2003(dX1XB) of such Act is amended—
(1) by striking out "provides that" and inserting in lieu thereof

"provides safeguards which restrict";
(2) by striking out "will be restricted";
(3) by inserting "(A)" after "connected with"; and
(4) by inserting before the semicolon at the end thereof the

following: ",and (B) any audit or similar activity conducted in
connection with the administration of any such plan or program
by any governmental entity 'which is authorized by law to
conduct such audit or activity; and the safeguards so provided
shall prohibit disclosure, to any committee or legislative body
(other than an entity referred to in clause (B) with respect to an
activity referred to in such clause), of any information which
identifies by name or address any such applicant or recipient;".
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(c) The amendments made by this section shall take effect on Effective date.
September 1, 1980. 42 Usc 602 note.

FEDERAL MATCHING FOR CHILD SUPPORT DUTIES PERFORMED BY
CERTAIN COURT PERSONNEL

SEC. 404. (a) Section 455 of the Social Security Act is amended by 42 USC 655.
adding at the end thereof the following new subsection:

"(c)(1) Subject to paragraph (2), there shall be included, in deter-
mining amounts expended by a State during any quarter for the
operation of the plan approved under section 454, so much of the 42 USC 654.
expenditures of courts of such State and its political subdivisions
(excluding expenditures for or in connection with judges and other
individuals making judicial determinations, but not excluding
expenditures for or in connection with their administrative and
support personnel) as are attributable to the performance of services
which are directly related to, and clearly identifiable with, the
operation of such plan.

"(2) The aggregate amount of the expenditures which are included
pursuant to paragraph (1) for the quarters in any calendar year shall
be reduced (but not below zero) by the total amount of expenditures
described in paragraph (1) which were made by the State for the 12-
month period beginning January 1, 1978.

"(3) The State agency may, if the law (or procedures established
thereunder) of the State so provides, pay so much of the amount it
receives under subsection (a) for any quarter as is payable by reason
of the provisions of this subsection directly to the courts of the State
(or political subdivisions thereof) furnishing the services on account
of which the payment is payable.".

(b)The amendment made by subsection (a) shall apply with respect Effective date.
to expenditures made by States on or after July 1, 1980. 42 USC 655 note.

CHILD SUPPORT MANAGEMENT INFORMATION SYSTEM

SEC. 405. (a) Section 4 55(a) of the Social Security Act is amended— 42 USC 655.
(1) by striking out "and" at the end of paragraph (1);
(2) by striking out the perIod at the end of paragraph (2 and

inserting in lieu.thereof", and "; and
(3) by adding after and below paragraph (2) the following new

paragraph:
"(3) eq to 90 percent (rather than the percent specified in Automatic data

clause (1) r (2)) of so much of the sums expended during such processing and

quarter as ire attributable to the planning, design, development, vsm
installatioi or enhancement of an automatic data processing and
information retrieval system which the Secretary finds meets
the requirements specified in section 454(16);". Infra.

(b)Section 454 of such Act is amended— 42 USC 654.

(1) by striking out "and" at the end of paragraph (14),
(2) by striking out the period at the end of paragraph (15) and

inserting in lieu thereof' ; and", and
(3) by adding after paragraph (15) the following new

paragraph:
"(16) provide, at the option of the State, for the establishment,

in accordance with an (initial and annually updated) advance
automatic data processing planning document approved under
section 452(d), of an automatic data processing and information Post, p. 464.
retrieval system designed effectively and efficiently to assist
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managernntjn the administration of the State plan, in the State
and ioa}ities thereof, so as (A) to control, account for, and
monitor (i) all the factors in the child support enforcement
collection and paternity determination process under such plan
(including, but not limited to, (I) identifiable correlation factors
(such as social security numbers, names, dates of birth, home
addresses and mailing addresses (including postal ZIP codes) of
any individual with respect to whom child support obligations
are sought to be established or enforced and with respect to any
person to whom such support obligations are owing) to assure
sufficient compatibility among the systems of different jurisdic-
tions to permit periodic screening to determine whether such
individual is paying or is obligated to pay child support in more
than one jurisdiction, (II) checking of records of such individuals
on a periodic basis with Federal, intra- and inter-State, and local
agencies, (III) maintaining the data necessary to meet the Fed-eral reporting requirements on a' timely basis, and (IV) delin-
quency and enforcement activities), (ii) the collection and
distribution of support payment, (both intra- and inter-State), the
determination, collection and distribution, of incentive payments
both inter- and intra-State, and the maintenance of accounts
receivable on all amounts owed, collected and distributed, and
(iii) the costs of all services rendered, either directly or by
interfacing with State financial management and expenditure
information, (B) to provide interface with records of the State's
aid to families with dependent children program in order to
determine if a collection of a support payment causes a change
affecting eligibility for or the amount of aid under such program,
(C) to provide for security against unauthorized access to, or useof, the data in such system, and (D) to provide management
information on all cases under the State plan from initial
referral pr appicUon through collection and enforcement.".42 USC 652. ''' c) etion 452 of such Act is amended by adding at the end thereof

the following new subsection:
"(d)(1) The Secretary shall not approve the initial and annually

updated advance automatic data processing planning document,Ante. P. 4(3. referred to in section 454(16), unless he finds that such document,
when implemented, will generally carry out the objectives of the
management system referred to in such subsection, and suchdocument—

"(A) provides for the conduct of, and reflects the results of,
requirements analysis studies, which include consideration ofthe program mission, functions, organization, services, con-
straints, and current support, of, in, or relating to, such system,

"(B) contains a description of the proposed managementp. 13. system referred to in section 455(aX3), including a description ofinformation flows, input data, and output reports and uses,
"(C) sets forth the security and interface requirements to beemployed in such management system,
"(D) describes the projected resource requirements for staffand other needs, and the resources available or expected to be

available to meet such requirements,
"(E) contains an implementation plan and backup procedures

to handle possible failures,
"(F) contains a summary of proposed improvement of such

management system in terms of qualitative and quantitativebenefits, and
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"(G) provides such other information as the Secretary deter-
mines under regulation is necessary.

"(2XA) The Secretary shall through the separate organizational
unit established pursuant to subsection (a), on a continuing basis,
review, assess, and inspect the planning, design, and operation of,
management information systems referred to in section 455(aX3), Ante, p. 4fi3.

with a view to determining whether, and to what extent, such
systems meet and continue to meet requirements imposed under
paragraph (1) and the conditions specified under section 454(16). Ante, p. 463.

"(B) If the Secretary finds with respect to any statewide manage-
ment information system referred to in section 455(aX3) that there is
a failure substantially to comply with criteria, requirements, and
other undertakings, prescribed by the advance automatic data proc-
essing planning document theretofore approved by the Secretary
with respect to such system, then the Secretary shall suspend his
approval of such document until there is no longer any such failure of
such system to comply with such criteria, requirements, and other
undertakings so prescribed.".

(d) Section 452 of the Social Security Act is further amended by
adding after subsection (d) (as added by subsection (c) of this section) Ante, p. 464.

the following new subsection:
"(e) The Secretary shall provide such technical assistance to States Technical

as he determines necessary to assist States to plan, design, develop, or ssistance to

install and provide for the security of, the management information
a es.

systems referred to in section 455(aX3).".
(e) The amendments made by this section shall take effect on July Effective date.

1, 1981, and shall be effective only with respect to expenditures, 42 USC 652 note.

referred to in section 455(aX3) of the Social Security Act (as amended
by this Act), made on or after such date.

AFDC MANAGEMENT INFORMATION SYSTEM

SEC. 406. (a) Section 403(aX3) of the Social Security Act is 42 USC 603.

amended—
(1) by striking out "and" at the end of subparagraph (A);
(2) by redesignating subparagraph (B) as subparagraph (C); and
(3) by inserting after subparagraph (A) the following new

subparagraph:
"(B) 90 per centum of so much of the sums expended

during such quarter as are attributable to the planning,
design, development, or installation of such statewide
mechanized claims processing and information retrieval
systems as (i) meet the conditions of section 402(aX3O), and In Ira.

(ii) the Secretary determines are likely to provide more
efficient, economical, and effective administration of the
plan and to be compatible with the claims processing and
information retrieval systems utilized in the administration
of State plans approved under title XIX, and State programs 42 USC 1396.
with respect to which there is Federal financial participation
under title XX, and". 42 USC 1397.

(b)(1) Section 402(a) of such Act is amended— 42 USC 602.

(A) by striking out "and" at the end of paragraph (28);
(B) by striking out the period at the end of paragraph (29) and

inserting in lieu thereof"; and"; and
(C) by adding after paragraph (29) the following new

paragraph:
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"(30) at the option of the State, provide for the establishment
and operation, in accordance with an (initial and annually
updated) advance automatic dqta processing planning document
approved under subsection (d), of an automated statewide man
agement information system designed effectively and efficiently,
to assist management in the administration of the State plan for
aid to families with dependent children approved under this part,
so as (A) to control and account for (i) all the factors in the total
eligibility determination process under such plan for aid (includ-
ing but not limited to (I) identifiable correlation factors (such as
social security numbers, names, dates of birth, home addresses,
and mailing addresses (including postal ZIP codes), of all appli-
cants and recipients of such: aid and te relative with whom any
child who is such an applicant or recipient is lwing) to assure

00 sufficient compatibility among the systems of different jurisdic-
tions to permit periodic screening to determine whether an

0

0

individual is or has been receiving benefits from more than one
jurisdiction, (II) checking records of applicants and recipients of
such aid on a periodic basis with other agencies, both intra- and
inter-State, for determination and verification of eligibility and
payment pursuant to requirements imposed by other provisions

0 of this Act), (ii) the costs, quality, and delivery of funds and
services furnished to applicants for and recipients of such aid, (B)
to notify the appro'riat' officials of child support, food stamp,
social service, and r iedic 1 assistance programs approved under

42 Usc 1396. title XIX whenever the 'ase becomes ineligible or the amount of
aid or services is changed, and (C) to provide for security against
unauthorized access to, or use of, the data in such system.".

42 Usc 602. (2) Section 402 of such Act is further amended by adding at the end
thereof the following new subsection:

"(dxl) The Secretary shall not approve the initial and annually
updated advance automatic data processing planning document,

Ante, p. 465. referred to in subsection (aX3O), unless he finds that such document,
when implemented, will generally carry out the objectives of the
statewide management system referred to in such subsection, and
such document—

"(A) provides for the conduct of, and reflects the results of,
requirements analysis studies, which include consideration of
the program mission, functions, organization, services, con-
straints, and current support, of, in, or relating to, such system,

"(B) contains a description of the proposed statewide manage-
ment system, including a description of information flows, input
data, and output reports and uses,

"(C) sets forth the security and interface requirements to be
employed in such statewide management system,

"(D) describes the projected resource requirements for staff
and other needs, and the resources available or expected to be
available to meet such requirements,

"(E) includes cost-benefit analyses of each alternative manage-
ment system, data processing services and equipment, and a cost
allocation plan containing the basis for rates, both direct and
indirect, to be in effect under such statewide management
system,

"(F) contains an implementation plan with charts of develop-
ment events, testing descriptions, proposed acceptance criteria,
and backup and fallback procedures to handle possible failure of
contingencies, and
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"(G) contains a summary of proposed improvement of such

statewide management system in terms of qualitative and quan-

titative benefits.
"(2)(A) The Secretary shall, on a continuing basis, review, assess,

and inspect the planning, design, and operation of, statewide manage-

ment information systems referred to in section 403(aX3)(B), with a Ante, p. 465.

view to determining whether, and to what extent, such systems meet

and continue to meet requirements imposed under such section and

the conditions specified under subsection (aX3O) of this section. Ante, p. 466.

"(B) If the Secretary finds with respect to any statewide manage-

ment information system referred to in section 403(aX3)(B) that there

is a failure substantially to comply with criteria, requirements, and

other undertakings, prescribed by the advance automatic data proc-

essing planning document theretofore approved by the Secretary

with respect to such system, then the Secretary shall suspend his

approval of such document until there is no longer any such failure of

such system to comply with such criteria, requirements, and other

undertakings so prescribed.".
(c) Part A of title IV of such Act is amended by adding at the end

thereof the following new section:

"TEC}INICAL ASSISTANCE FOR DEVELOPING MANAGEMENT INFORMATION

SYSTEMS

"SEC. 413. The Secretary shall provide such technical assistance to 42 Usc 612.

States as he determines necessary to assist States to plan, design,

develop, or install and provide for the security of, the management

information systems referred to in section 403(aX3XB) of this Act.". Ante, p. 465..

(d) The amendments made by this section shall be effective with Effective date.

respect to expenditures made during calendar quarters beginning on 42 U5C 612 note

orafterJuly 1,1981.

ChILI) SUPPORT REPORTING AND MATChING PROCEDURES

SEC. 407. (a) Section 455(bX2) of the Social Security Act is amended 42 Usc 655.

by striking out "The Secretary" and inserting in lieu thereof "Subject

to subsection (d), the Secretary".
(b) Section 455 of such Act is further amended by adding after

subsection (c) (as added by section 404 of this Act) the following new Ante, p. 463.

subsection:
"(d) Notwithstanding any other provision of law, no amount shall

be paid to any State under this section for any quarter, prior to the

close of such quarter, unless for the period consisting of all prior

quarters for which payment is authorized to be made to such State
under subsection (a), there shall have been submitted by the State to

the Secretary, with respect to each quarter in such period (other than

the last two quarters in such period), a full and complete report (in

such form and manner and containing such information as the
Secretary shall prescribe or require) as to the amount of child support

collected and disbursed and all expenditures with respect to which

payment is authorized under subsection (a).".
(c) Section 403(bX2) of such Act is amended—

42 U5 603.

(1) by striking out "and" at the end of clause (A); and

(2) by adding immediately before the semicolon at the end of

clause (B) the following: ",and (C) reduced by such amount as is

necessary to provide the 4appropriate reimbursement of the
Federal Government' that the State i&-required to make under
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42 Usc 657. section 457 out of that portion of child support collections

retained by it pursuant to such section".Effective date. (d) The amendmen made by this section shall be effective in the42 Usc (03 note, case of calendar quarters commencing on or after January 1, 1981.

ACCE55 TO WAGE INFORMATION FOR PURPOsES OF CARRYING OUT STATE
PLAN5 FOR CHILD SUPPORT

SEC. 408. (a)(1) Subsection (I) of section 6103 of the Internal Revenue2 usc 6103. Code of 1954 (relating to disclosure of returns and return information
for purposes other than tax administrajion) is amended by adding atthe end thereof the following new paragraph:

"(7) Dsca.osw OF CERTAIN RETURN INFORMATION BY 5OCIAL
5ECURITy ADMINISTRATION FO 5TATE AND LOCAL CHILD 5UPPORT
ENFORCEMENT AGENCI.— °

"(A) IN GENERAt—Upon written request, the Commis-sioner of Social Security shall disclose directly to officers andemployees of a State or local child support enforcement
agency return information from returns with respect to net26 usc 1402. earnings from self-employment (as defined in section 1402),26 usc 3121,
wages (as defined in section 3121(a) or 34O1(a)), and payments3401.
of retirement income which have been disclosed to the SocialSecurity Administration as provided by paragraph (1) or (5)pf this subsection.

"(B) RESTRICTION ON DISCLOSURE.—The Commissioner of
Social Security shall disclose return information under sub-
paragraph (A) only for purposes of, and to the extent neces-sary in, establishing and collecting child support obligationschild ,sUp?rt from, and locating, individuals owing such obligations. Forobligations,
purposes of the preceding sentence, the term 'child supportobligations' only includes obligations Which are beingenforced pursuant to a plan described in section 454 of the42 usc 54. Social Security Act which has been approved by the Secre-tary of Health and Human Services under part I) of title IV42 usc 651. of such Act.

"(C) STATE OR LOCAL CHILD SUPPORT ENFORCE
AGENCY.—For purposes of this paragraph, the term 'State orlocal child support enforcement agency' means any agencyof a State or political subdivision thereof operating pursiiantto a plan described in subparagraph (B)."26 U5C 6103. (2XA) Subparagraph (A) of section 6l03(pX3) of such Code (relatingto records of inspection and disclosure) is amended by striking out"(1X1) or (4XB) or (5)" and inserting in lieu thereof "(1X1), (4XB), (5), or(7)".

(B) Paragraph (4) of section 6l03(p) of such Code (relating tosafeguards) is amended by striking out "W(3) or (6)" in so much ofsuch paragraph as precedes subparagraph (A) thereof and insertingin lieu thereof "(1X3), (6), or (7)".
(C) Clause (i) of section 6lO3(pX4)(V) of such Code is amended bstriking out "(1X6)" and inserting in lieu thereof "0X6) or (7)'.(D) The first sentence of paragraph (2) of section 7213(a) of such26 usc 7213. Code is amended by striking out "subsection (d), (1X6), or (mX4XB)"and inserting in lieu thereof "subsection (d), (0(6) or (7), or (mX4XB)".Effective date. (3) The amendments made by this subsection shall take effect on2( USC ( I ( the date of the enactment of this Act.
(bXl) Section 303 of the Social Security Act is amended by adding atthe end thereof the following new subsection:
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"(dXl) The State agency charged with the administration of the
State law—

"(A) shall disclose, upon request and on a reimbursable basis, Wage

directly to officers or employees of any State or local child information.

support enforcement agency any wage information contained in
the records of such State agency, and

"(B) shall establish such safeguards as are necessary (as Safeguards,

determined by the Secretary of Labor in regulations) to insure establishment.

that information disclosed under subparagraph (A) is used only
for purposes of establishing and collecting child support obliga-
tions from, and locating, individuals owing such obligations.

For purposes of the preceding sentence, the term 'child support "CIild Supp,?rt

obligations' only includes obligations which are being enforced pursu- obligations.

ant to a plan described in section 454 of this Act which has been 42 USC 654.
approved by the Secretary of Health and Human Services under part
D of title IV of this Act. 42 USC 651.

"(2) Whenever the Secretary of Labor, after reasonable notice and Noncompliance

opportunity for hearing to the State agency charged with the admin- of State agency.

istration of the State law, finds that there is a failure to comply
substantially with the requirements of paragraph (1), the Secretary of
Labor shall notify such State agency that further payments will not
be made to theState until he is satisfied that there is no longer any
such failure. Until the Secretary of Labor is so satisfied, he shall
make no further certification to the Secretary of the Treasury with
respect to such State.

"(3) For purposes of this subsection, the term 'State or local child Definition.

support enforcement agency' means any agency of a State or political
subdivision thereof operating pursuant to a plan described in the last
sentence of paragraph (1)."

(2) Paragraph (2) of section 304(a) of the Social Security Act is 42 USC 504.

amended by striking out "subsection (b) or (c)" and inserting in lieu
thereof "subsection (b), (c), or (d)".

(3) The amendments made by this subsection shall take effect on Effective date.

1July 1, 1980.
42 USC 503 note.

TITLE V—OTHER PROVISIONS RELATING TO THE SOCIAL
SECURITY ACT

RELATION5HIP BETWEEN 5OCIAL SECURITY AND SSI BENEFFFS

SEC. 501. (a) Part A of title XI of the Social Security Act is amended
by inserting immediately after section 1126 the following new
section:

"ADJUSTMENT OF RETROAC,rIvE BENEFITS UNDER TITLE II ON ACCOUNT
OF SUPPLEMENTAL SECURITY INCOME BENEFITS

"SEC. 1127. Notwithstanding any other provision of this Act, in any 42 USC 1320a—6.

case where an individual—
"(1) makes application for benefits under title II and is subse-

quently determined to be entitled to those benefits, and
"(2) was an individual with respect to whom supplemental

security income benefits were paid under title XVI (including 42 USC 1381.

State supplementary payments which were made under an
agreement pursuant to section 1616(a) or an adthinistration
agreement under section 212 of Public Law 93—66) for one or 87 Stat. 155.
more months during the period beginning with the first month
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for which a benefit described in paragraph (1) is payable and
ending with the month before the first month in which such
benefit is paid pursuant to the application referred to in para.
graph (1),

the benefits (described in paragraph (1)) which are otherwise retroac-
tively payable to such individual for months in the period described
in paragraph (2) shall be reduced by an amount equal to so much of
such supplemental security income benefits (including State supple-
mentary payments) described in paragraph (2) for such month or
months as would not have been paid with respect to such individual
or his eligible spouse if the individual had received the benefits under

42 Usc 401. title II at the times they were regularly due during such period rather
than retroactively; and from the amount of such reduction the
Secretary shall reimburse the State on behalf of which such supple-
mentary payments were made for the amount (if any) by which such
State's expenditures on account of such supplementary payments for
the period involved exceeded the expenditures which the State would
have made (for such period) if the individual had received the benefits
under title II at the times they were regularly due during such period
rather than retroactively. An amount equal to the portion of such
reduction remaining after reimbursement of the State under the
preceding sentence shall be covered into the general fund of theTreasury.".

42 usc 404. (b) Section 204 of such Act is amended by adding at the end thereof
the following new subsection:

"(e) For payments which are adjusted by reason of payment of
benefits under the supplemental security income program estab-4 usc 131. lishedbytitleX%T,section 1127.".A',ie. p. 469.

(c) Section 1631(b) of such Act is amended—42 usc 1383.
(1) by inserting "(1)" immediately after "(b)", and
(2) by adding at the end thereof the following new paragraph:

"(2) For payments for which adjustments are made by reason of a42 usc 401. retroactive payment of benefits under title II, see section 1127.".Ante, P 469. (d) The amendments made by this section shall be applicable in the42 usc 1320a-6 case of payments of monthly insurance benefits under title H of thenote.
Social Security Act entitlement for which is determined on or after
the first day of the thirteenth month which begins after the date of
the enactment of this Act.

EXTENSION OF NATIONAL COMMISSION ON SOCIAL 5ECURITY

SEC. 502. (a) Section 361(aX2)(F) of the Social Security Amendments.I USC 907a. of 1977 is amended by striking out "a term of two years" and
inserting in lieu thereof "a term which shall end on April 1, 1981".

(b) Section 361(cX2) of the Social Security Amendments of 1977 is
amended by striking out all that follows the semicolon and inserting
in lieu thereof "and the Commission shall cease to exist on April 1,1981.".

TIME FOR MAKING OF SOCIAL SECURITY CONTRIBUTIONS WITH RESPECT
TO COVERED STATE AND LOCAL EMPLOYEES

SEC. 503. (a) Subparagraph (A) of section 218(e)(1) of the Social42 IJS( 41S. Security Act is amended to read as follows:
."() t.hat the State will pay to the Secretary of the Treasury,

within the thirty-day period immediately following the last dayof each calendar month amounts equivalent to the sum of the
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taxes which would be imposed by sections 3101 and 3111 of the
Internal Revenue Code of 1954 if the services for which wages 26 Usc 3101,

were paid in such month to employees covered by the agreement 3111

constituted employment as defined in section 3121 of such Code; 26 USC 3121.

and
(b) The amendment made by subsection (a) shall be effective with Effective date.

respect to the payment of taxes (referred to in section 218(eX1XA) of 42 U5C 418 note.

the Social Security Act, as amended by subsection (a)) on account of 42 U5C 41g.

wages paid on or after July 1, 1980.
(c) The provisions of section 7 of Public Law 94—202 shall not be 42 US 405a.

applicable to any regulation which becomes effective on or after July 42U5C 405a

1, 1980, and which is designed to carry out the purposes of subsection
no

(a) of this section.

ELIGIBILITY OF ALIENS FOR SSI BENEFITS

SEC. 504. (a) Section 1614(0 of the Social Security Act is amended by 42 USC 1382c.

adding at the end thereof the following new paragraph:
"(3) For purposes of determining eligibility for and the amount of

benefits for any individual who is an alien, such individual's income
and resources shall be deemed to include the income and resources of
his sponsor and such sponsor's spouse (if such alien has a sponsor) as
provided in section 1621. Any such income deemed to be income of Infra.

such individual shall be treated as unearned income of such
individual.".

(b) Part A of title XVI of such Act is amended by adding at the end
thereof (after the new section added by section 20 1(c) of this Act) the Ante, p. 445.

following new section:

"ATTRIBUTION OF SPONSOR'S INCOME AND RESOURCES TO ALIENS

"SEC. 1621. (a) For purposes of determining eligibility for and the Eligibility

amount of benefits under this title for an individual who is an alien, determination

the income and resources of any person who (as a sponsor of such 42 USC 1382
individual's entry into the United States) executed an affidavit of
support or similar agreement with respect to such individual, and the
income and resources of the sponsor's spouse, shall be deemed to be
the income and resources of such individual (in accordance with
subsections (b) and (c)) for a period of three years after the individ-
ual's entry into the United States. Any such income deemed to be
income of such individual shall be treated as unearned income of
such individual.

"(bXl) The amount of income of a sponsor (and his spouse) which
shall be deemed to be the unearned income of an alien for any year
shall be determined as follows:

"(A) The total yearly rate of earned and unearned income (as
determined under section 1612(a)) of such sponsor and such Ante, p. 449.

sponsor's spouse (if such spouse is living with the sponsor) shall
be determined for such year.

"(B) The amount determined under subparagraph (A) shall be
reduced by an amount equal to (i) the maximum amount of the
Federal benefit under this title for such year which would be
payable to an eligible individual who has no other income and
who does not have an eligible spouse (as determined under
section 1611(bXl)), plus (ii) one-half of the amount determined 42 U5C 1382.

under clause (i) multiplied by the number of individuals who are
dependents of such sponsor (or such sponsor's spouse if such
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spouse is living with the sponsor), other than such alien and such
alien's spouse.

"(C) The amount of income which shall be deemed to be
unearned income of such alien shall be at a yearly rate equal to
the amount determined under subparagraph (B). The period for
determination of such amount shall be the same as the period for

42 Usc 1382. determination of benefits under section 1611(c).
"(2) The amount of resources of a sponsor (and his spouse) which

shall be deemed to be the resources of an alien for any year shall be
determined as follows:

"(A) The total amount of the resources (as determined under
42 usc 1382b. section 1613) of such sponsor and such sponsor's spouse (if such

spouse is living with the sponsor) shall be determined.
"(B) The amount determined under subparagraph (A) shall be

reduced by an amount equal to (i) $1,500 in the case of a sponsor
who has no spouse with whom he is living, or (ii) $2,250 in the
case of a sponsor who has a spouse with whom he is living.

"(C) The resources of such sponsor (and spouse) as determined
under subparagraphs (A) and (B) shall be deemed to be resources
of such alien in addition to any resources of such alien.

"(c) In determining the amount of income of an alien during the
period of three years after such alien's entry into the United States,
the reduction in dollar amounts otherwise required under section

42 U5C 1382a. 1612(a)(2)(A)(i) shall not be applicable if such alien is living in the
household of a person who is a sponsor (or such sponsor's spouse) of
such alien, and is receiving support and maintenance in kind from
such sponsor (or spouse), nor shall support or maintenance furnished
in cash or kind to an alien by such alien's sponsor (to the extent that
it reflects income or resources which were taken into account in
determining the amount of income and resources to be deemed to the
alien under subsection (a) or (b)) be considered to be income of such
alien under section 1612(aX2XA).

Information and "(d)(1) Any individual who is an alien shall, during the period ofdocumentation three years after entry into the United States, in order to be anrespecting
eligible individual or eligible spouse for purposes of this title, be
required to provide to the Secretary such information and documen-
tation with respect to his sponsor as may be necessary in order for the
Secretary to make any determination required under this section,
and to obtain any cooperation from such sponsor necessary for any
such determination. Such alien shall also be required to provide to
the Secretary such information and documentation as the Secretary
may request and which such alien or his sponsor provided in support
of such alien's immigration application.

"(2) The Secretary shall enter into agreements with the Secretary
of State and the Attorney General whereby any information avail-
able to such persons and required in order to make any determination
under this section will be provided by such persons to the Secretary,
and whereby such persons shall inform any sponsor of an alien, at the
time such sponsor executes an affidavit of support or similar agree-
ment, of the requirements imposed by this section.

Sponsor and "(e) Any sponsor of an alien, and such alien, shall be jointly andalien, liability severably liable for an amount equal to any overpayment made to(I yrnen.
such alien during the period of three years after such alien's entry
into the United States, on account of such sponsor's failure to provide
correct information under the provisions of this section, except where
such sponsor was without fault, or where good cause for such failure
existed. Any such overpayment which is not repaid to the Secretary
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or recovered in accordance with section 1631(b) shall be withheld Ante p. 470.

from any subsequent payment to which such alien or such sponsor is
entitled under any provision of this Act.

"(fXl) The provisions of this section shall not apply with respect to 'Aged, blind, or

any individual who is an 'aged, blind, or disabled individual' for
purposes of this title by reason of blindness (as determined under iIit
section 1614(aX2)) or disability (as determined under section 42 USC 1382c
1614(aX3)), from and after the onset of the impairment, if such
blindness or disability commenced after the date of such individual's
admission into the United States for permanent residence.

"(2) The provisions of this section shall not apply with respect to
any alien who is—

"(A) admitted to the United States as a result of the applica-
tion, prior to April 1, 1980, of the provisions of section 203(aXl) of
the Immigration and Nationality Act; 8 USC 1153.

"(B) admitted to the United States as a result of the applica-
tion, after March 31, 1980, of the provisions of section 207(cXl) of
such Act; Ante, . 103.

"(C) paroled into the United States as a refugee under section
212(dX5) of such Act; or

Ante, p. 107.

"(D) granted political asylum by the Attorney General.".
(c) The amendments made by this section shall be effective with Effective date.

respect to individuals applying for supplemental security income 42 USC l382j

henefits under title XVI of the Social Security Act for the first time note.

after September 30, 1980.
42 USC 1381.

AUThORITY FOR DEMONSTRATION PROJECTS

SEC. 505. (aXl) The Secretary of Health and Human Services shall 42 USC 1310

develop and carry out experiments and demonstration projects note.

designed to determine the relative advantages and disadvantages of
(A) various alternative methods of treating the work activity of
disabled beneficiaries under the old-age, survivors, and disability
insurance program, including such methods as a reduction in benefits
based on earnings, designed to encourage the return to work of
disabled beneficiaries and (B) altering other limitations and condi-
tions applicable to such disabled beneficiaries (including, but not
limited to lengthening the trial work period, altering the 24-month
wait.ing period for medicare benefits, altering the manner in which
such program is administered, earlier referral of beneficiaries for
rehabilitation, and greater use of employers and others to develop,
perform, and otherwise stimulate new forms of rehabilitation), to the
end that savings will accrue to the Trust Funds, or to otherwise
promote the objectives or facilitate the administration of title II of the
Social Security Act. . 42 USC 401.

(2) The experiments and demonstration projects developed under
paragraph (1) shall be of sufficient scope and shall be carried out on a
wide enough scale to permit a thorough evaluation of the alternative
methods under consideration while giving assurance that the results
derived from the experiments and projects will obtain generally in
the operation of the disability insurance program without commit-
ting such program to the adoption of any particular system either
locally or nationally.

(3) In the case of any experiment or demonstration project under
paragraph (1), the Secretary may waive compliance with the benefit
requirements of titles II and XVIII of the Social Security Act insofar 42 USC 401,

as is necessary for a thorough evaluation of the alternative methods 139b.
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under consideration. No such experiment or project shall be actually
placed in operation unless at least ninety days prior thereto a written
report, prepared for purposes of notification and information only
and containing a full and complete description thereof, has been
transmitted by the Secretary to the Committee on Ways and Means
of the House of Representatives and to the Committee on Finance of
the Senate. Periodic reports on the progress of such experiments and
demonstration projects shall be submitted by the Secretary to such
committees. When appropriate, such reports shall include detailed
recommendations for changes in administration or law, or both, tc
carry out the objectives stated in paragraph (1).

Report to (4) The Secretary shall submit to the Congress no later than
Congress. January 1, 1983, a report on the experiments and demonstration

projects with respect to work incentives carried out under this
subsection together with any related data and materials which he
may consider appropriate.

42 Usc 401. (5) Section 201 of the Social Security Act is amended by adding at
the end thereof (after the new subsection added by section 310(a) of

Ante, p. '4 this Act) the following new subsection:
"(k) Expenditures made for experiments and demonstration proj-

ects under section 505(a) of the Social Security Disability Amend-
Ante. p. 473. ments of 1980 shall be made from the Federal Disability Insurance

Trust Fund and the Federal Old-Age and Survivors Insurance Trust
Fund, as determined appropriate by the Secretary.".

42 USC 1310. (b) Section 1110 of the Social Security Act is amended—
(1)by inserting "(1)" after "SEC. 1110. (a)";
(2) by striking out "for (1)" and "(2)" and inserting in lieu

thereof "for(A)' and "(B)", respectively;
(3) by redesignating subsections (b) and (c) as paragraphs (2)

and (3), respectively;
(4) by striking out "under subsection (a)" each place it appears

and inserting in lieu thereof "under paragraph (1)";
(5) by striking out "purpçses of this section" and inserting in

lieu thereof "purposes of this subsection"; and
(6) by adding at the end thereof the following new subsection:

Waiver. "(b)(1) The Secretary is authorized to waive any of the require-
42 USC 1381. ments, conditions, or limitations of title XVI (or to waive them only

for specified purposes, or to impose additional requirements, condi-
tions, or limitations) to such extent and for such period as he finds
necessary to carry out one or more experimental, pilot, or demonstra-
tion projects which in his judgment, are likely to assist in promoting
the objectives or facilitate the administration of such title. Any costs
for benefits under or administration of any such project (including
planning for the project and the review and evaluation of the project
and its results), in excess of those that would have been incurred
without regard to the project, shall be met by the Secretary from
amounts available to him for this purpose from appropriations made
to carry out such title. The costs of any such project which is carried
out in coordination with one or more related projects under other
titles of this Act shall be allocated among the appropriations avail-
able for such projects and any Trust Funds involved, in a manner
determined by the Secretary, taking into consideration the programs
(or types of benefit) to which the project (or part of a project) is most
closely related or which the project (or part of a project) is intended to
benefit. If, in order to carry out a project under this subsection, the
Secretary requests a State to make supplementary payments (or

42 USC 1382e. makes them himself pursuant to an agreement under section 1616),
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or to provide medical assistance under its plan approved under title
XIX, to individuals who are not eligible therefor, or in amounts or 42 Usc 1396.
under circumstances in which the State does not make such pay-
ments or provide such medical assistance, the Secretary shall reim-
burse such State for the non-Federal share of such payments or
assistance from amounts appropriated to carry out title XVI. 42 USC 1381.

"(2) With respect to the participation of recipients of supplemental
security income benefits in experimental, pilot, or demonstration
projects under this subsection—

"(A) the Secretary is not authorized to carry out any project
that would result in a substantial reduction in any individual's
total income and resources as a result of his or her participation
in the project;

"(B) the Secretary may not require any individual to partici-
pate in a project; and he shall assure (i) that the voluntary
participation of individuals in any project is obtained through
informed written consent which satisfies the requirements for
informed consent established by the Secretary for use in any
experimental, pilot, or demonstration project in which human
subjects are at risk, and (ii) that any individual's voluntary
agreement to participate in any project may be revoked by such
individual at any time;

"(C) the Secretary shall, to the extent feasible and appropriate,
include recipients who are under age 18 as well as adult recipi-
ents; and

"(P) the Secretary shall include in the projects carried out
under this section such experimental, pilot, or demonstration
projects as may be necessary to ascertain the feasibility of
treating alcoholics and drug addicts to prevent the onset of
irreversible medical conditions which may result in permanent
disability, including programs in residential care treatment
centers.".

(c) The Secretary shall submit to the Congress a final report with Report to
respect to all experiments and demonstration projects carried out !31O
under this section no later than five years after the date of the note
enactment of this Act.

ADDITIONAL FUNDS FOR DEMONSTRATION PROJECT RELATING TO THE
TERMINALLY ILL

SEC. 506. (a) The Secretary of Health and Human Services is 42 Usc 139511

authorized to provide for the participation, by the Social Security note.

Administration, in a demonstration project relating to the terminally
ill which is currently being conducted within the Department of
Health and Human Services. The purpose of such participation shall
be to study the impact on the terminally ill of provisions of the
disability programs administered by the Social Security Adrninistra-
tion and to determine how best to provide services needed by persons
who are terminally ill through programs over which the Social
Security Administration has administrative responsibility.

(b) For the purpose of carrying out this section there are authorized Appropriation
to be appropriated such sums (not in excess of $2,000,000 for y authorization.
year) as may be necessary.
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VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL HEALTH
INSURANCE POLICIES

SEC. 507. (a) Title XVIII of the Social Security Act is amended by
adding at the end thereof the following new section:

"VOLUNTARY CERTIFICATION OF MEDICARE SUPPLEMENTAL HEALTH
INSURANCE POLICIES

42 Usc 1395ss. "SEC. 1882. (a) The Secretary shall establish a procedure whereby
medicare supplemental policies (as defined in subsection (g)(1)) may
be certified by the Secretary as meeting minimum standards and
requirements set forth in subsection (c). Such procedure shall provide
an opportunity for any insurer to submit any such policy, and such
additional data as the Secretary finds necessary, to the Secretary for
his examination and for his certification thereof as meeting the
standards and requirements set forth in subsection (c). Such certifica-
tion shall remain in effect if the insurer files a notarized statement
with the Secretary no later than June 30 of each year stating that the
policy continues to meet such standards and requirements and if the
insurer submits such additional data as' the Secretary finds necessary
to independently verify the accuracy of such notarized statement.Embiem. Where the Secretary determines such a policy meets (or continues to
meet) such standards and requirements, he shall authorize the
insurer to have printed on such policy (but only in accordance with
such requirements and conditions as the Secretary may prescribe) an
emblem which the Secretary shall cause to be designed for use as anList of certified indication that a policy has received the Secretary's certification. Thepolicies. Secretary shall provide each State commissioner or superintendent of
insurance with a list of all the policies which have received hiscertification.

5tate regulatory "(b)(1) Any medicare supplemental policy issued in any State whichprogram, the Supplemental Health Insurance Panel (established under para-
graph (2)) determines has established under State law a regulatoryprogram that—

"(A) provides for the application of standards with respect to
such policies equal to or more stringent than the NAIC Model
Standards (as defined in subsection (gX2)(A));

"(B) includes a requirement equal to or more stringent than
the requirement described in subsection (cX2); and

"(C) provides for application of the standards and require-
ments described in subparagraphs (A) and (B) to all medicare
supplemental policies (as defined in subsection (gXl)) issued i1such State,

shall be deemed (for so long as the Panel finds that such State
regulatory program continues to meet the standards and require..
ments of this paragraph) to meet the standards and requirements setforth in subsection (c).

Supplemental "(2XA) There is hereby established a panel (hereinafter in this
InurInce Panel section referred to as the 'Panel') to be known as the Supplemental
estabhshment Health Insurance Panel. The Panel shall consist of the Secretary,who shall serve as the Chairman, and four State commissioners orsuperintendents of insurance, who shall be appointed by the Presi-dent and serve at his pleasure. Such members shall first be appointednot later than December 31, 1980.
Quorum. "(B) A majority of the members of the Panel shall constitute aquorum, buta iessernwnbernay conduct hering.
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"(C) The Secretary shall provide such technical, secretarial, cleri-
cal, and other assistance as the Panel may require.

"(D) There are authorized to be appropriated such sums as may Appropriation

necessary to carry out this paragraph.
authorization.

"(E) Members of the Panel shall be allowed, while away from their Travel expenses.

homes or regular places of business in the performance of services for
the Panel, travel expenses (including per diem in lieu of subsistence)
in the same manner as persons employed intermittently in the
Government service are allowed expenses under section 5703 of title
5, United States Code.

"(c) The Secretary shall certify under this section any medicare Medicare

supplemental policy, or continue certification of such a policy, only if
su•p1ementa1

he finds that such policy— certification

"(1) meets or exceeds (either in a single policy or, in the case of criteria.

nonprofit hospital and medical service associations, in one or
more policies issued in conjunction with one another) the NAIC
Model Standards; and

"(2) can be expected (as estimated for the entire period for
which rates are computed to provide coverage, on the basis of
incurred claims experience and earned premiums for such period
and in accordance with accepted actuarial principles and prac-
tices) to return to policyholders in the form of aggregate benefits
provided under the policy, at least 75 percent of the aggregate
amount of premiums collected in the case of group policies and at
least 60 percent of the aggregate amount of premiums collected
in the case of individual policies.

For purposes of paragraph (2), policies issued as a result of solicita- Individual

tions of individuals through the mails or by mass media advertising policies.

(including both print and broadcast advertising) shall be deemed to be
individual policies.

"(d)(1) Whoever knowingly or willfully makes or causes to be made False statement
or induces or seeks to induce the making of any false statement or rrepsea-
representation of a material fact with respect to the compliance of and'fnes.

any policy with the standards and requirements set forth in subsec•
tion (c) or in regulations promulgated pursuant to such subsection, or
with respect to the use of the emblem designed by the Secretary
under subsection (a), shall be guilty of a felony and upon conviction
thereof shall be fined not more than $25,000 or imprisoned for not
more than 5 years, or both.

"(2) Whoever falsely assumes or pretends to be acting, or misrepre-
sents in any way that he is acting, under the authority of or in
association with, the program of health insurance established by this
title, or any Federal agency, for the purpose of selling or attempting
to sell insurance, or in such pretended character demands, or obtains
money, paper, documents, or anything of value, shall be guilty of a
felony and upon conviction thereof shall be fined not more than
$25,000 or imprisoned for not more than 5 years, or both.

"(3)(A) Whoever knowingly sells a health insurance policy to an
individual entitled to benefits under part A or enrolled under part B
of this title, with knowledge that such policy substantially duplicates 42 USC 1395c,

health benefits to which such individual is otherwise entitled, other 1395j.

than benefits to which he is entitled under a requirement of State or
Federal law (other than this title), shall be guilty of a felony and upon
conviction thereof shall be fined not more than $25,000 or imprisoned
for not more than 5 years, or bcth.
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"(B) For purposes of this paragraph, benefits which are payable to
or Ofl behalf of an individual without regard to other health benefit
coverage of such individual, shall not be considered as duplicative.

'(C) Subparagraph (A) shall not apply with respect to the selling of
a group policy or plan of one or more employers or labor organiza-
tions, or of the trustees of a fund established by one or more
employers or labor organizations (or combination thereof), for em-
ployees or former employees (or eombinaton thereof) or for members
or former members (or combination thereof) of the labor
organizations.

Policies mailed "(4)(A) Whoever knowingly, directly or through his agent, mails or
for prohibited causes to be mailed any matter for prohibited purpose (as deter-purpose. mined under subparagraph (B)) shall be guilty of a felony and upon

conviction thereof shall be fined not more than $25,000 or imprisoned
for not more than 5 years, or both.

Definition. "(B) For purposes of subparagraph (A), a prohibited purpose means
the advertising, solicitation, or offer for sale of a medicare supple-
mental policy, or the delivery of such apolicy, in or into any State in
which such policy has not been approved by the State commissioner
or superintendent of insurance. For purposes of this paragraph, a
medicare supplemental policy shall be deemed to be approved by the
commissioner or superintendent of insurance of a State if—

"(i) the policy has been certified by the Secretary pursuant to
subsection (c) or was issued in a State with an approved regula-
tory program (as defined in subsection (gX2XB));

"(ii) the policy has been approved by the commissioners or
superintendents of insurance in States in which more than 30
percent of such policies are sold; or

"(iii) the State has in effect a law which the commissioner or
superintendent of insurance of the State has determined gives
him the authority to review, and to approve, or effectively bar
from sale in the State, such policy;

except that such a policy shall not be deemed to be approved by a
State commissioner or superintendent of insurance if the State
notifies the Secretary that such policy has been submitted for
approval to the State and has been specifically disapproved by such
State after providing appropriate notice and opportunity for hearing
pursuant to the procedures (if any) of the State.

Exceptions. "(C) Subparagraph (A) shall not apply in the case of a person who
mails or causes to be mailed a medicare supplemental policy into a
State if such person has ascertained that the party insured under
such policy to whom (or on whose behalf) such policy is mailed is
located in such State on a temporary basis.

"(D) Subparagraph (A) shall not apply in the case of a person who
mails or causes to be mailed a duplicate copy of a medicare supple-
mental policy previously issued to the party to whom (or on whose
behalf) such duplicate copy is mailed, if such policy expires not more
than 12 months after the date on which the duplicate copy is mailed.

Benefit "(e) The Secretary shall provide to all individuals entitled to
information, benefits under this title (and, to the extent feasible, to individuals

about to become so entitled) such information as will permit such
individuals to evaluate the value of medicare supplemental policies to
them and the relationship of any such policies to benefits provided
under this title.

Stat' i''gtiIatuty "(f)1XA) The Secretary shall, in consultation with Federal and
State regulatory agencies, the National Association of Insurance
C ommissioners, prwate inuters, and OrganlzatLons representing
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consumers and the aged, conduct a comprehensive study and evalua•
tion of the comparative effectiveness of various State approaches to
the regulation of medicare supplemental policies in (i) limiting
marketing and agent abuse, (ii) assuring the dissemination of such
information to individuals entitled to benefits under this title (and to
other consumers) as is necessary to permit informed choice, (iii)
promoting policies which provide reasonable economic benefits for
such individuals, (iv) reducing the purchase of unnecessary duplica-
tive coverage, (v) improving price competition, and (vi) establishing
effective approved State regulatory programs described in subsection
(b).

"(B) Such study shall also address the need for standards or
certification of health insurance policies, other than medicare supple-
mental policies, sold to individuals eligible for benefits under this
title.

"(C) The Secretary shall, no later than January 1, 1982, submit a Report to

report to the Congress on the results of such study and evaluation, Congiss.

accompanied by such recommendations as the Secretary finds war-
ranted by such results with respect to the need for legislative or
administrative changes to accomplish the objectives set forth in
subparagraphs (A) and (B), including the need for a mandatory
Federal regulatory program to assure the marketing of appropriate
types of medicare supplemental policies, and such other means as he
finds may be appropriate to enhance effective State regulation of
such policies.

"(2) The Secretary shall submit to the Congress no later than July Report to

1, 1982, and periodically as may be appropriate thereafter (but not Congress.

less often than once every 2 years), a report evaluating the effective-
ness of the certification procedure and the criminal penalties estab-
lished under this section, and shall include in such reports an
analysis of—

"(A) the impact of such procedure and penalties on the types,
market share, value, and cost to individuals entitled to benefits
under this title of medicare supplemental policies which have
been certified by the Secretary;

"(B) the need for any change in the certification procedure to
improve its administration or effectiveness; and

"(C) whether the certification program and criminal penalties
should be continued.

"(g)(1) For purposes of this section, a medicare supplemental policy
is a health insurance policy or other health benefit plan offered by a
private entity to individuals who are entitled to have payment made
under this title, which provides reimbursement for expenses incurred
for services and items for which payment 'may be made under this
title but which are not reimbursable by reason of the applicability of
deductibles, coinsurance amounts, or other limitations imposed pur-
suant to this title; but does not include any such policy or plan of one
or more employers or labor organizations, or of the trustees of a fund
established by one or more employers or labor organizations (or
combination thereof), for employees or former employees (Or combi-
nation thereof) or for members or former members (or combination
thereof) of the labor organizations. For purposes of this section, the
term 'policy' includes a certificate issued under such policy. 'Policy."

"(2) For purposes of this section:
"(A) The term 'NAIC Model Standards' means the 'NAIC

Model Regulation to Implement the Individual Accident and
Sickness insurance Minimum Standards Act', adopted by the

Medicare
supplemental
policy,
definition.

'NAIC Model
Standards."
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National Association of Insurance Commissioners on June 6,
1979, as it applies to medicare supplement policies.

Definition. "(B) The term 'State with an approved regulatory program'
means a State for which the Panel has made a determination
under subsection (b)(1).

"(C) The State in which a policy is issued means—
"(i) in the case of an individual policy, the State in which

the policyholder resides; and
"(ii) in the case of a group policy, the State in which the

holder of the master policy resides.
Regulations. "(h) The Secretary shall prescribe such regulations as may be

necessary for the effective, efficient, and equitable administration of
the certification procedure established under this section. The Secre-
tary shall first issue final regulations to implement the certification
procedure established under subsection (a) not later than March 1,
1981.

Emblem usage, "(i)(1) No medicare supplemental policy shall be certified and no
effective date. such policy may be issued bearing the emblem authorized by the

Secretary under subsection (a) until July 1, 1982. On and after such
date policies certified by the Secretary may bear such emblem,
including policies which were issued prior to such date and were
subsequently certified, and insurers may notify holders of such
certified policies issued prior to such date using such emblem in the
notification.

"(2)(A) The Secretary shall not implement the certification pro-
gram established under subsection (a) with respect to policies issued
in a State unless the Panel makes a finding that such State cannot be
expected to have established, by July 1, 1982, an approved State
regulatory program meeting the standards and requirements of
subsection (bXl). If the Panel makes such a finding, the Secretary
shall implement such program under subsection (a) with respect to
medicare supplemental policies issued in such State, until such time
as the Panel determines that such State has a program that meets the
standards and requirements of subsection (b)(1).

Panel findings. "(B) Any finding by the Panel under subparagraph (A) shall be
transmittalt1o transmitted in writing, not later than January 1, 1982, to the

Committee on Finance of the Senate and to the Committee on
effective date. Interstate and Foreign Commerce and the Committee on Ways and

Means of the House of Representatives and shall not become effective
until 60 days after the date of its transmittal to the Committees of the
Congress under this subparagraph. In counting such days, days on
which either House is not in session because of an adjournment sine
die or an adjournment of more than three days to a day certain are
excluded in the computation.
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"(j) Nothing in thia section shell be construed so as to affect the
right of any State to regulate medicare supplemental policies which,
under the provisions of this section, are considered to be issued in
ancther State.".

(b) The amendment made by this section shall become effective on Eii•ctive date.

the date of the enactment of this Act, except that the provision3 of USC I 395ss

paragraph (4) of section 1882(d) of the Social Security Act (as added by
note.

this section) shall become effective on July 1, 1982. Ante, p. 476.

Approved June 9, 1980.
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FOR IMMEDiAT RELEASE June 9, 1980

Office of the White House Press Secretary

THE WHITE HOUSE

STATEMENT BY. THE PRESIDENT

Today I have signed H.R. 3236, the Social Security
Disabi]4ty Amendments' of 1980. This bill is the product of
several years of intensive study and review conducted by this
Administration and the Congress. It forms a balanced package,
with amendments to strengthen the integrity of the disability
programs, increase equity among beneficiaries, offer greater
assistance to those who are trying to work, and improve program
administration.

Since the mid—1950s the social security disability
insurance (DI) program has offered protection to insured workers
who have lost wages because of unexpected and often catastrophic
disabilities. More recently, since 1974, the Supplemental
Security Income (SSI) program has provided Federal financial
assistance to needy disabled persons whether or not they are
covered under the disability insurance program.

Despite their medical impairments, most disabled DI and SSI
beneficiaries would like to work. Often they are able to find
employment either in their previous occupations or in new jobs.
But returning to work can now cause a recipient to lose all his
cashand medical benefits, and this formidable financial risk
deters many beneficiaries from seeking or accepting serious job
offers.

H.R. 3236 is designed to help disabled beneficiaries return
to work by minimizing the risks involved in accepting paid
employment. It does this in several ways:

—— By providing automatic reentitlement to benefits if an
attempt to return to work fails within one year;

—— By continuing medical protection for up to three years
after a person returns to work, and by providing
immediate reentitlement to medical benefits if the
individual subsequently returns to the disability
rolls;

By taking account of an individual's disability—related
work expenses in determining eligibility for benefits;
and

—— By continuing——on an experimental basis for three
years——cash and medical benefits to SSI. recipients with
low earnings.
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H.R. 3236 establishes a special pilot program that will
provide $18 million over a three—year period to allow States to
offer medical and social services to employed handicapped people
to help them continue working. It also gives the Social
Security Administration new authority to test the effect of
further changes in the law. Changes which show promise for
helping DI and SSI beneficiaries can then be made a permanent
part of the law.

H.R. 3236 adjusts the maximum limitation on disability
insurance dependents' benefits. The adjustment addresses
problems that exist because some disabled workers can receive
cash disability benefits that are greater than their previous
employment income. The adjusted benefit limitation will not
apply to people currently receiving benefits. In fact, no
person now receiving benefits will have his or her benefits
reduced as a result of any provision in this bill. The final
version of the limitation is more restrictive than the
Administration proposed, and will impact adversely on some
beneficiaries. Therefore, I will expect the Department of
Health and Human Services to evaluate carefully its effect on
new beneficiaries and be prepared to recommend any changes that
may be needed.

A major provision of H.R. 3236 establishes a voluntary
certification program for health insurance supplemental to
Medicare——commonly referred to as "Medigap" policies——in states
that do not have adequate programs of their own to control
abuses in the sale of these policies. The new voluntary
certification program, which I strongly and actively supported,
will do the senior citizens of our country a great service.

It will ensure that approved policies meet prescribed
minimum standards, and it will set penalties for furnishing
fraudulent or misleading information and for other abuses.

Finally, I would like to recognize the contributions made
by Congressman Jake Pickle, Congressman Al Ullman, Congressman
Jim Corman, Congressman Claude Pepper, Senator Gaylord Nelson,
Senator Russell Long and Senator Max Baucus. Their able
leadership and cooperation were essential to the passage of this
bill.

JIMMY CARTER

# # #
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DISABILITY AMENDMENTS OF 1980

Summary of Disability Insurance Provisions

H.R. 3236 as Approved by the Conference Committee and Signed
Into Law—Public Law 96—265

I. WORK INCENTIvE SECTIONS.

LIMIT ON FAMILY pISABILITY INSURANCE BENEFITS (SEC. 101)

Prior Law—The ocial security disability insurance program
(DI) determines the amount of benefits payable based on an indi-
vidual's previous earnings. The formula for determining disability
benefits is the same as for retirement benefits. The benefit level is
arrived at by applying a formula to the average indexed monthly
earnings (AIME) the individual had over the course of a period of
years which approximates the number of years in which he could
reasonably have been expected to be in the work force. For a retired
worker, this period is equal to the number of years between the ages
of 21 and 62. For a disabled worker, the number of years of earnings
to be averaged ends with the year before he became disabled. In
either case, the resulting averaging period is reduced by 5.

The basic benefit amount (the primary insurance amount—PTA)
may be increased if the worker has a spouse or dependent children.
Beñflth fó thp èyabl if the p'ouse iàe age 62 or if

spouse is cariIg for minor or di bed'hil'diè'n Beiefits for childi'eii
are payable if they are under age 18 or are disabled (as a result of a
disability which existed in childhood) or if they are full-time students
over age 18 but under ae 22. The combined benefit for the worker
and all dependents is limited by a family maximum provision to no
more than 150 to 188 percent of the worker's benefit alone.

Coflfere?ice Action.—The bill limits total DI family benefits to the
smaller of 85 percent of .the worker's average indexed monthly earn-
ings (AIME) or 150 percent of the worker's primary insurance amount
(PTA). Under the provision, no family benefit would be reduced below
100 percent of the worker's primary benefit.

Scope aiid Effective Date.—The limitation is effective only with re-
spect to individuals who first become entitled to benefits on or after
July 1, 1980.

REDUCTION IN DROPOUT YEARS (SEC. 102)

Prior Law.—Disabled workers are allowed to exclude up to 5
years of low ettrnings in averaging their earnings. However, at least
2 years of earnings must be used in the benefit computation.

(1)
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Conference Action.—The bill excluded years of low earnings in the

(ornnlta on of thsbdsty hoDefitis a cordrng to the following shedu1e
Number 01

Workers age at disablement: dropoUt yeara

Under 27
27 through 31 1

32 through 36 - 2

37 through 41
42 through 46 4

47 aiid over
The provisIon also would allow a disabled worker to drop out

additional low years of earnings, if in those years there was a chiid
(of such individual or his or her spouse) under age 3 living in the
same household substantially throughout each such year and the
disabled worker did not engage in any employment in each such year.
In no case would the number of such dropout years exceed 3. Further,
dropout years for periods of childcare would be provided only to the
extent that the combined number of childcare dropout years and
dropout years provided under the regular schedule do not exceed 3.

Scope and Effective Date.—The new schedule of dropout years applies
to disabled vorkers who first become entitled to benefits after June
1980. The provision continues to apply to a worker until his death
unless before age 62 he ceases to be entitled to disability benefits for
12 continuous months.

ELIMINATION OF 5ECOND MEDICARE WAITING PERIOD (sEC. 103)

Prior Law.—Beneficiaries of disability insurance (DI) must wait
24 consecutive months after becoming entitled to benefits to become
eligible for medicare. If abeeçiaryiosses his eligibility. d t.hen
becomes disablecj again, apother 24 çconsective jpoi3th waiting period
is rè4mid befoinedi'ate verae is resumed.

Conference. Action.—The bill eliminates the requirement that a
person Who becomes disabled a second time must undergo another
24 consecutive month Waiting period after becoming reentitled to
benefits before medicare coverage is avlable to him. The amendment
applied to Workers becoming disabled again Within 60 months, and
to disabled widows or widowers and adult disabled since childhood
becoming disabled again within 84 months.

The conferees accepted the provisions of the House and Senate
bills and agreed that the provision would be effective 6 months after
enactment.

EXTEN5ION OF MEDICARE FOR AN ADDITIONAL 36 MONTH5 (SEC. 104)

Prior Law.—Medicare coverage ends when disability insurance
benefits cease.

Conference Action.—The bill extends medicare coverage for an
additional 36 months after cash benefits cease for a worker who is
engaging in substantial gainful activity but has not medically re-
covered. (The first 12 months of the 36 month period is part of the
new 24 month trial work period. See section 303.) The new provision
applies to disability beneficiaries whose disabilities have not been
determined to have ceased prior to the 6th month after enactment.
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FUNDING FOR VOCATIONAL REHABILITATION SERVICES FOR DISABLED
INDIVIDUALS

Prior Law.—Reimbursemcnt from social security trust funds is
now provided to State vocational rehabilitatrnn agencies for the cost
of vocational rehabilitation services furnished to disability insurance
beneficiaries. The purpose of the payment is to accrue savings to the
trust funds as a result of rehabilitating the maximum number of bene-
ficiaries into productive activity. The total amount of the funds that

may be made available for such reimbursement may not, in any year,
exceed 1 percent of the social security disability benefits paid in the
previous year.

The House bill eliminated, effectiveior fiscal 1982,trust fund financ-
ing for rehabilitation services but provided trust fund reimbursement
for the Federal share (80 percent) to the General Fund of the U.S.
Treasury and to the States for twice the State share (20 percent X 2)
of rehabilitation services which result in the performance by a rehabili-
tated individual of substantial gainfu' activity (SGA) for a continuous
period of 12 months or which result in employment for 12 consecutive
months in a sheltered workshop. The Senate bill struck the House
1)1ov151Ofl.

conference Action.—No change from prior law.
The conferees stated that they anticipate that the new method of

allocating trust fund money to the States for rehabilitation of social
security clients which was recently ado_pted administratively will con-
tinue and be intensified in the future. This method generally allocates
the trust fund money based on the relative number of social security
beneficiaries each State rehabilitates with camngs at the substantial
gainful activity (SGA) level, provided that no State loses more than
one-third of its previous year's funding. Currently, rehabilitation is
considered to have been achieved when the client has been employed
for 2 months. The managers expect that the measure of success, i.e.,
rehabilitation at the SGA level, will be modified as soon as adminis-
tratively feasible so that the allocation formula will be based on the
State's relative share of the total number of social security clients
employed as a result of rehabilitation for no less than 6 months
(although not necessarily consecutive) with earnings at the SGA level
throughout the period. Furthermore, the managers expect that steps
will be taken to develop procedures which will eventually result in the
allocation being based on the State's relative share of total benefit
terminations brought about by vocational rehabilitation services.

The conferees instruct the Social Security Administration and the
Rehabilitation Services Administration recently transferred to the
Department of Education to continue to explore the possibility of
developing more timely and effective methods of measuring per-
formance in trust fund rehabilitations. The results of these efforts
should be promptly communicated to the Ways and Means and
Finance Committees.

TERMINATION OF BENEFITS FOR PERON5 IN VOCATIONAL
REHABILITATION PROGRAM5 (SEC. 801)

Prior Law.—Under prior law an individual is not entitled to DI and
SSI benefits after he has medically recovered, regardless of whether he
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has completed the program of vocational rehabilitation in which he has
been enrolled.

Conference Action.—The bill provides that DI benefits will continue
after medical recovery for persons in approved vocational rehabili-
tation plans or programs, if the Commissioner of Social Secunty
determines that continuing in those plans or programs will mcrease
the probability of beneficiaries going off the rolls permanently. The
provision is effective 6 months after enactment.

TREATMENT OF EXTRAORDINARY WORK EXPENSES IN DETERMINING

SGA (sEC. 302)

Prior Law.—Regulations issued under prior law provide that
in determining whether an individual is performing substantial
gainful activity (S GA), extraordinary expenses incurred by the in-
dividual in connection with his employment and because of his
impairment are to be deducted to the extent that such exenses
exceed what his expenses would be if he were not impaired. Regu-
lations specify that expenses for medication or equipment which the
individual requires to enable him to carry out his normal daily func-
tions may not be considered work related, and may not be deducted
even if they are also essential to the individual's employment.

Conference Action.—The bill provides for a deduction from earnings
of costs to the individual of extraordinary impairment-related work
expenses, attendant care costs, and the cost of medical devices,
equipment, and drugs and. services (necessary to control an impair-
ment) for purposes of determining whether an individual is engaging
in substantial gainful activity, regardless of whether these items are
also needed to enable him to carry out his normal daily functions.
The Secretary is given the authority to specify in regulations the
type of care, services and items that may be deducted, and the amounts
to be deducted shall be subject to such reasonable limits as the
Secretary may prescribe. The provision is effective six months after
enactment.

EXTENSION OF THE TRIAL WORK PERIOD (sEC. 303)

Prior Law.—Under the DI and SSI programs, when an individual
completes a 9 month tnal work period, and then in a subsequent
month performs work constituting substantial gainful activity (S GA),
his benefits are terminated. He obtains benefits for the first month in
which he performs SGA (after the trial work period has ended) and
for the 2 months immediately following. Under the DI program,
widows and widowers are not entitled to a trial work period.

C1onjerence Action.—The bill extends, in effect, the trial work period
under the DI program to 24 months. In the last 12 months of the 24
month period the individual would not receive cash benefits while
engaging in substantial work activity, but would automatically be
reinstated to active benefit status if earnings fall below the SGA level.

The bill also provides that the same trial work period would be
applicable to disabled widows and widowers (who are not permitted a.
tri&l work period at all under existing law). The provision would be
effective 6 months after enactment.
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WORK iNCENTIVE AND OTHER DEMONSTRATION PROJECTS UNDER THE
DISABILITY INSURANCE PROGRAM (SEC. 505)

Prior Law.—The Secretary of Health and Human Services has no
authonty to waive requirements under titles II, XVI, and XVIII of
the Social Security Act to conduct experimental or demonstration
projects.

Conference Action.—The bill authorizes waiver of benefit require-
ments of the DI and medicare programs to allow demonstration
projects by the Social Security Administration to test ways in which
to stimulate a return to work by disability beneficiaries. It also au-
thorizes waivers in the case of other disability insurance demonstra-
tion projects which SSA wished to undertake, such as study of the
effects of lengthening the trial work period, altering the 24 month
waiting period for medicare benefits, altering the way the disability
program is administered, earlier referral of beneficiaries for rehabilita-
tion, and greater use of private contractors, employers and others to
develop, perform or otherwise stimulate new forms .of rehabilitation.
The bill requires an interim report by January 1, 1983 and final one by
5 years after the date of enactment. The authoritywould be applicable
to both applicants and beneficiaries, and would be effective upon
enactment.

II. PROGRAM ACCOUNTABILITY

FEDERAL REVIEW OF STATE AGENCY DECISIONS—REVERSAL OF
DECISIONS (SEC. 804 (c))

Prior Law.—Undér current: administrative procedures of the
Social Security Administration, approximately 5 percent of initial
disabffity claims adjudicated by the State disability determination
units are reviewed by Federal examiners. This review occurs after the
benefit has been awarded, i.e., it is a postadjudicative review. This is
on a sample basis and varies from 2 percent in. the larger States to 25
percent in the smaller Statos.

Under prior law, the Secretary had authority to reverse favorable
decisions with respect to DI beneficiaries.

Conference Action.—The bifi requires Federal preadjuclicative review
of DI allowances according to the following schedule:

Decisions made in fiscal year: Ziflnimum Percent reviewed

198L 15

1982
1983 and thereafter_a 65

The Secretary wóuId be giye the authority to reverse decisions
that are unfavorable to DI claimants.

•The cçnferees note that the percentage requirements for pre-
adjudicative review are nationwide requirements and that the Social
Security Admiflistration will determine whether they should be bigher
or lower on an individual State basis. The conferees also instruct the
Secretary to repot to the Ways and Means and Finance Committees
by January 1982 concerning the potential effects on processing time
and on the cost effeëtiveness of the requirement of the 65 percent
review for fiscal year 1983, and thereafter.

Effective Date.—Upon enactment.

64—559 0 — 80 — 2
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PERIODIC REVXW OF DISABILITY DETERMINATIONS (SEC. 811)

Prior Law.—Administrative procedures now provide that a dis-
ability beneficiary's continued eligibility for benefits be reexamined
only under a limited number of circumstances (i.e., where there is a
reasonable expectation that the beneficiary will show medical
improvement).

Conference Action.—The bill provides that there will be a review of
the status of disabled beneficiaries whose disability has not been
determined to be• permanent at least once every three years. Cases
where the initial prognosis shows the probability that the condition
will be permanent would be subject to review at such times as. the
Secretary determines to be appropriate.

Effective Date;—January 1982,

CLOSING THE RECORD—LIMIT ON PROSPECTIVE EFFECT OF.APPLICATION
(SEC. 306)

Prior Law.—Prior law provides that if an applicant satisfies the
requirements for benefits at any time before a final decision of the
Secretary is made, the application is deemed to be filed in the firsts
month for which the requirements are met. One consequence of this
provision is that the cliinant is afforded a continuing opportumty to
establish eligibility until all levels of administrative review have been
exhausted, i.e., until there is a final decision. Thus, a claimant can
continue to introduce new evidence at each'step of the appeals process,
even if it refers to the worsening of a condition or to a new condition
that did not exist at the time oft.he initial applioation. This is fre-.
quently referred to• as the "floatmg application" process,.

Conference Action.—The conference bill prcvides, for foreclosing the
introduction of new evidence with respect to a previously filed; ap-
plication after the decision is made at the administrative law judge
(AU) he&ring, but would not affect remand authority to remedy
an insufficiently documented case or other defect.

Effective Date.—Upon enactment.

OWN MOTION REVI]W OF AU DECISIONS (SEC. 804 (g))

Prior Law.—After his claim has been denied by the State agency
initially and on reconsideration, an applicant has the opportunity for
a hearing before an administrative law judge (AU). In the past there
had also been fairly extensive review of AU allowances and denials
through own-motion review by the Appeals Oouncil as authorized Ixy
the Administrative Procedure Act and the regilations of the Secretary.
This own-motion review has almost been eliminated in recent years.

Conference Action.—The Secretary of Health and Human Services
would be required to implement a program of reviewing, on hismotjon,
decisions rendered by administrative law judges as a result of hearings
under section 221 (d) of the Social, Security Act (the disability de-
termliiation provisions). He would be ieuired to report to Congress
by January 1, 1982, on the progress of tins program.

The conferees state that the report should mdicate the percentage of
AU •decions bem reviewed and describe the criteria for selecting
decisions to be reviewed. The conferees are concerned that there is
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no formal ongoing review of social security hearing decisions. The
variance in reversal rates among AU's and the high overall AU
reversals of determinations made at the prehearing level indicate
that there is a need for such review. The conferees recognize that, at
the hearing level, the claimant appears for the first time before a
decisionntaker and additional evidence is generally submitted. The
conferees also recognize that there have been significant changes in
State agency denial rates and that in certain areas the AU's and
State agencies have been operating with different policy guidelines.
The report should identify the effects of these factors as well as any
differences in standards applied by AIiJ's.

Effective Date.—Upon enactment.

LIMITATION ON COURT REMAND (SEC. 307)

Pr'tor Law.—Prior to filing an answer in a court appeal of the final
administrative decision, the Secretary of Health and Human Services
may, on his own motion, remand the case back to an AU. Similarly,
under pror law the court itself, on its own motion or on motion of the
èlaimant, has discretionary authority "for good cause" to remand the
case back to the AU....

Conference. Action.—The bill limits the absolute authority of the
Secretary to remand court cases. It requires that such remands would
be discretionary with the court upon a showing by the Secretary of
good cause. A second provision relates to rernands by the court.
The bill provides that a remand would be authorized only on a show-
ing that there is new evidence which is material, and that there was
goo.d cause for failure to incorporate it into the record in a prior
proceeding.

Effective Date .—Upon enactment.

INFORMATION TO ACCOMPANY SECRETARY'S DECISION (sEe.. 305)

Prior Law.—There is no statutory prqvision setting a specific
amount of information to explain the decision made on a claim for
benefits.

Conference Action.—The bill requires that notices of disabthty
denial to DI and SSI claimants shaM use. a statement of the case in
understandable language and include: "A discussion of the evidence,
and the Secretary's determination and the reason(s) upon which it
is based."

Effective Dae.—The provision is effective for decisions made on or
after the first day of the 13th month following the month of enactment.

TIME LIMITS FOR DECIsIONS ON BENEFIT CLAIMS (SEC. 308)

Prior Law.—There is no limit on the time that may be taken by the
Social Security Administration to adjudicate cases at any stage of
adjudication. Several Federal district courts have imposed such limits
at the hearing level and numerous bills iave been mtroduced to.. set
such limits at various levels of adjudication.

Conference Action.—-The bill requires the Secretary to submit a
report to Congress recommending appropriate time limits for the var-
ious levels of adjudication of title II cases. In recommending the limits,
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the Secretary was to give adequate consideration to both speed and
quality of adjudication.

Effective Date.—The report is due on July 1, 1980. However, this
report has not yet been submitted by the Secretary.

SCOPE OF FEDERAL COURT REVIEW—FINDINGS OF FACTS

Prior Law.—In Social Security appeals the U.S. District Court
shall have power to enter upon the pleadmgs and transcript of the
record, a judgment, affirming, modifying, or reversing the decision of
the Secretary, with or without reixianding the. case for ,a hearing. The
findings of the Secretary as to any fact, ii supported, by substantial
evidence, shall be conclusive.

Senate Bill.—The Senate bill modified- the scope of Federal court
review so that the Secretary's determinations with respect to facts
in Title II and Title XVI Would be conclusive, unless found to be
arbitrary and capricious. The• substantial evidence requiremen1
would be deleted.

Conference Action.—The conference deleted the provisions of the
Senate bill because of the uncertainty as to the ramifications of the
rule proposed and the concern that the administiative process is not
operating. With the degree of creditability Which would justify elim-
ination of the "substantial• evidence rule." Appeals Council own-
motion review of AU decisions.eventu ally should enhance the validity
of the process and lead to the need for less reliance on judicial review.
The conferees believe that the National. Commission on Social Security
should examine the disability adjudication and appeals process
generally and deal specifically with such elements as the Administra-
tion proposals for judicial review in addition to alternative approaches
such as a Disability Court.

The conference committee would like to reiterate what both com-
mittees stated in ther reports on P.L 94—202 that the courts should
interpret the substantial evidence rule with strict adherence to its
prinip1es, since the practice of some courts in making de nvo factual
determinations could result m veryserious problems for the Federal
judiciary and the social security programs.

III. PROGRAM ADMINISTRATION

ADMINISTRATION BY- 5TATE AGENCI5 (SEC. 304(a) (b) (e) (f) AND (h))

Prior Law.—Prior law provides for disability determinations to
be performed by State agencies under an agreement negotiated by the
State and the Secretary of Health and Human Services. Unlike the
grant-in-aid programs, the relationship is contractual and State laws
and practices are controlling with regard to many administrative
aspects. State agencies make the determinations based on guidelines
provided by the Department and the costs of making the determina-
tions are paid from the disability trust fund in the case of DI claimants,
or from general revenues in the case of SS1 claimant's, by way of ad-
vancements of funds of reimbursements to the contracting State
agency. Present agreements allow both the State and the Secretary
to termmate the agreement. The States generally may terminate



with 12 months' notice and the Secretary may terminate if he finds
the State has not complied substantially with any provision of the
agreement.

Conference Action.—The. bill requires that disability determinations
be made by State agencies according to regulations or other written
guidelines of the Secretary. It requires the Secretary to issue regula-
tions specifying, in such detail as he deemed appropriate, performance
standards and administrative requirements and procedures to be
followe(1 in performing the disability determination function "in
order to assure effective and uniform administration of the disability
insurance program through the United States." Certain operational
areas were cited as "examples" of what the regulations may specify.
These include such items as the nature of the administrative structure,
the physical location of and relationship among agency staff units,
performance criteria and fiscal control procedures. The bill also
provides that this shall not be "construed to authorize the Secretary
to take any action except pursuant to law or to regulations pursuant
to law."

The bill also pr9vides that if the Secretary found that a State agency
is substantially failing to make disability determinations consistent
with his regulations, the Secretary shall, not earlier than 180 days
following his findings, terminate State administration and make the
determinations himself. The provision also allows for termination by
the State. The State would be required to continue to make disability
determinations for not less than 180 days after notifying the Secretary
of its intent to terminate. Thereafter, the Secretary would be required
to make the determinations.

Effective Date.—The bill provides that these changes will be effective
beginning with the 12th month following the month in which the bill
is enacted. Any State that has an agreement on the effective date of
the amendment will be deemed to have given affirmative notice of
wishing to make disability determinations under the regulatons. There-
after, it may give notice of termination which shall be effective no
earlier than 180 days after the notice is given.

PROTECTION OF STATE EMPLOYEES (sEc. 804 (b) AND (i))

Prior Law.—Under provisions of the Federal Personnel Manual,
when the Federal Government takes over a function being carried out
by a State, the Federal agency in its discretion may retain the State
employees in their positions.

Conference Action.—The bill requires that if the Secretary of Health
and Human Services assumes the disabthty determination function he
must assure preference to State agency employees who are capable of
performing duties in the disability determination process over any other
individual in filling new Federal positions. However, the Secretary
would not be required to provide a hiring preference to the adminis-
trator, deputy administrator, or assistant administrator (or compa..
rable position) in the event that the Secretary found it necessary to
assume the functions of a State agency. Although he would not be
required to provide a preference to persons in those positions, he could
do so if he determines that such action is appropriate.
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In addition, the Secretary would be prohibited from assuming the
State functions until the Secretary of Labor determined that, with
respect to any displaced State employees who were not hired by the
Secretary, the State had made "fair and equitable arrangements toprotect the interests of employees so displaced." The protective ar-
rangements would have to include only those provisions provided
under all applicable• Federal, State, and 'local statutes, including the
preservation of rights and benefits (including continuation of pensionrights and benefits) under existing collective-bargaining agreements,
the continuation .of collective-bargaining rights, the assignment of
affected employees to other jobs or to retraining programs, the pro-
tection of mdividuals against a worsening of their positions with
respect to employment, the protection of health benefits and other
fringe benefits, and the provision of severance pay.

The bill also requires that the Secretary submit to the Congress by
July 1, 1980, a detailed plan on how he expected to assume the func-
tions of a State disability determination unit when this became neces-
sary. The plan should assume the uninterrupted operation of the disa-bility determination function and the utilization of the best qualified
personnel to carry out that function. If any amendment of Federal law
or regulation was required to carry out such plan, a recommendation
for such amendment is to be included in the plan for action, for sub-
mittal to the Congress. The report has not yet been transmitted to the
Congress.
• Effective Dage.—Same as for the provision for Administration by
State agencies.

PAYMENT FOR EXISTING MEDICAL EVIDENCE (sEc. 309)

Prior Law.—Authority does not now exist to pay physicians and
other potential sources of medical evidence for medical information
already in existence when a claimant files an application fordisability
insurance benefits. Such authority does exist in the SSI program.

Conference .Ac€ion.—The bill provides that any non-Federal hospital,
clinic, laboratory, or other provider of medical services, or physiciannot in the employment of the Federal Government, which supplies
medical evidence requested and required by the Secretary for making
determinations of disability, shall be entitled to payment from theSecretary for the reasonable cost of providing such evidence.

Ejfechve Date.—.Six months after enactment.

PAYMENT FOR CERTAIN TRAVEL EXPENSES (SEC. 310)

Prior Law.—Explicit authority does not exist under the Social
Security Act to make payments from the trust funds to individuals tocover travel expenses incident to medical examinations requested bythe Secretary in connection with disability determinations, and toapplicants, their representatives, and any reasonably necessary wit-nesses for travel expenses incurred to attend reconsideration inter-
views and proceedmgs before administrative law judges. Such au-thority now is bemg provided annually under appropriation acts.Conference Ac€ion.—The bill provides permanent authority forpayment of the travel expenses of individuals (and their representa-tives in the case of reconsideration and AU hearings) resulting from
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participation in various phases of the adjudication process. Theamount. available for air travel normally shall not exceed coach fare.Effective Date.—UJ)on enactment.

IV. PROVISIONS FOR TERMINALLY ILL (SEC. 506)

Prior Law.—Under the DI program the waiting period is theearliest period of 5 consecutive months in which a individual isunder a disability. An individual is determirèd disab1e1 if he is unableto engage in any substantial giinful activity by reason of.ny medicallydeterminable physical or mental impairment which cart be expectedto result in death or which has lasted or is expected to last for notless than 12 months If an individual becomes diabled and appliesfor benefits in the same month, the wait1n period will be s.tisfied 5months after the month of application With all pther conditions ofeligibility having been met, benefits will bejlue foi the sixth monthafter the month in which the disabling condifoi begins, and will bepaid on the third day of the seventh mont,h.
The Waiting period cannot begin until:t'he individual is insured forbenefits (i.e., the individual has satisfied the quarters 'of coveragerequirements), if the disabling condition• begins before an individualis insured for benefits, the waiting period can begin only with thefirst month in which the individual has insured status.
If a workei is applying for benefits after having been entitled to DIbenefits previously (or had a previous period of disability) within 5years prior to the current application, the waiting period requirementdoes not have to be met again.
Senate Bill.—The Senate bill eliminated the waiting period forpersons with a terminal illness, i.e., a medically determinable physical

impairment which is expected to result in the death of such individualwithin the next 12 months and which has been confirmed by twophysicians in accordance with the appropriate regulations.
The provision was to be effective for applications ified in or afterthe month of enactment, or for disability decisions not yet renderedby the Social Security Administration or the courts prior to themonth of enactment,
Benefits would be paiable beginning October 1980.
Conference Action.— Fhe conferees did not agree to the Senate pro-vision eliminating the waiting period for persons with a terminal ill-ness, but in lieu thereof agreed to a provision authorizizg up to $2million a year to be used by SSA to participate in a demonstrationproject which is currently being conducted within the Department ofHealth and Human Services. The purpose of the project is to study theimpact on the terminally ill of provisions of the disability programsadministered by the Social Security Administration. It is expectedthat this demonstration authority and the resulting reports which willbe made on demonstration projects will provide the information neces-sary to enable the Congress to amend the Social Security Act so as toprovide the kinds of services most appropriate for individuals whoare suffering from terminal, illnesses.



Legislative History of H.R. 3236 (96th Congress) and Other Dis-
ability Bills Before the Social Security Subcommittee in Pre-vioüs CØngresses..._Congressioa Research Service Report
The following background paper and legis] ative history was prepared

by David Koitz, Edtication and Public Welfare Division, Congres-
sional Research Service, Library of Congress It a portion of alarger report prepared for Congressmai Saii M Gibbons, Chairman,
Subcormnjttee b Oveiight, Commiitee on Ways and Means, asbackground material op Some hearrngs that the Subcommittee in-tends to conduct oi!i Work disincentive effects of income maintenance
It should be noted that since this paper deals solely with work disin-
centives it does not discuss the so-called program accountability
provisions of'H.R. 3236 ad earlier bills. These would be provisions
such as the reinstitution of preadjudicative review, review of personson the rolls with nonpermanent disabilities, the appeals process undthe provisions relating to the State agencies which adjudicatedisability.

WORIC DISINCENTIvES AND DISABILITY INSURANCE

INTRODUCTION

The social security disability insurance program has been plaguedby a history of underfinancing. Within 5 years after enactment in1956, the Board of Trustees of the social security programs was fore-casting that the DI program would not have sufficient resources atsome future date to meet fully its benefit obligations. Over the 23-
year life of the program, 1957 to 1979, the trustees reported a long-runfinancing deficiency on 15 separate occasions.' As a result, on somesix occasions Congress has had to take steps to increase the amountof tax revenues going to the program. Whether the program has been
the victim of abuse or misuse by many persons finding a way to avoidwork or simply the victim of a stream of inaccurate estimates of
caseload and cost is difficult to answer. Nonetheless, coupling this
situation with the fact that the program is supposed to provide cash
benefits to a segment of the population. that at least is perceived tobe out of work only because of the existence of a severely disabling
condition, the question of whether the program or aspects thereofinhibit work is a constant concern. An almost automatic reaction by
many first-time observers of the program is to inquire whether the
people benefiting from it re really unable to work.

Similar concerns are not expressed about those receiving social
security retirement and. survivor benefits, stemming from the viewthat the retirement beneficiaries and most of the survivor beneficiaries
are older and no longer in their prime working years. Perhaps eventhere is the view that these beneficiaries are receiving benefits that

1 In four such reports, while reflecting a financial deficiency, the "imbalances" were within whet wereoonsidered then to be "acceptable" margins of variation from actuarial batance.

(12)
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are simply a matter of right when one reaches a certain advanced age.
Disability, on the other hand, frequently carries the image of ayouner
worker forced from his job by an accident or illness leaving him with
a limiting physical or mental condition. And with it, the perception
that with medical care, retraining, possibly the use of a prosthetic
device or the like, the individual can be restored to some sort of pro-
ductive and remunerative capacity.

While this is certainly not an unreasonable perspective,' it has to
be framed by some understandings of the nature of the program.
What was' this program expected to accomplish? What has it done
for 25 years? With a definition as tough as it, has, at least in law,' one
senses that only the severest of disabled people were to be entitled to
benefits. It is not only necessary for an individual to have a severely
limiting impairment,. but the definition requires that the individual
must be unable to do almost any form of work that might exist within
several regions of the country.

Certainly, with this definition,' it is reasonable to ask whether more
than a small number of 'people in society could be so impaired that
they might be eligible for benefits One can imagine that even persons
with a complete loss of body motion, sight, hearing, with rossly im-
paired mental faculties, or with other severely limiting conditions can do
some form of work having remunrative value. Society must have the
wherewithal to find som way of fitting these people with marketable
skills or otherwise returning them to the labor force. Coupled with this
view perhaps is the feeling that only a relativoly small number of per-
sons—maybe only a few hundred thousand—should be on the DI rolls,
rather than the nearly 3 million currently receiving benefits. PerhapB
the program even should be viewed only as a temporary stopping-off
point while impaired individuals attempt to relocate themselves in the
labor force, rather than as a permanent source of income until retire-
ment age or death as it now is for most of those who join it.

But such a perspective ignores the most obvious of intentions in
starting the program—namely the creatioi of an earlier and more
adequate retirement benefitS under social security. One of the first
steps taken by the. Congress in the social security area with regard to
disability was to minimize the reduction or loss of benefits suffered by
certain older workers who, because they became disabled prior to
reaching retirement age, had periods of reduced or no earnings includ-
ed in their earnings records for purposes of computing retirement
benefits. The 1954 Social Security Amendments included a so-called
"disability freeze" provision, under which periods of extended total
disability that occurred before age 65 would be: excluded from the'
earnings records of retired workers (the mnimum age for social
security retirement benefits then was 65). In' authorizing the actual
payment of disability benefits 2 years later, concern principally for the
older workers once again was reflected by the hniitation of entitlemenit
to DI benefits'only to workers who were at löast' 50 years'of age. Th
Report to the House of Rpresentatives from the Committee on Ways
and Means in' 1955 on 'H.R. 7225 states that:

Your committee believes that retirement protöction for the, 70 million workers
under old-age aRid survivors insuranceis incomplete because it does iot now pro
vide a lower retirement age for those who are demOnstrably. retiredby reason of apermanent and total disability. We recommend the closing of this serious gap inthe old-age and survivors insuranäe system by providing. for. the..payment ofretirement benefits at age 50 to those regular workers who are forced into pre-
mature retirement because of disability.

6Le559 0 — 80 — 3
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Moreover, even with the removal of the "age—50 minimum"
limitation in 1960 the program's population has remained primarily
one of older workers. The average age of a DI beneficiary was between
58 and 59 in the early years of the program. Iii 1976; it was between
51 and 52. Some 69 percent of new awards made in 1978 went to per-
sons 50. years of age or o'der. Some 29 percent went to persons 80
years of age or older.

As might be expected with persons at these ages, the types of dis-
orders found are those typically associated with advanced •age.
More than 30 percent of those awarded benefits in 1976 suffered from
heart and circulatory conditions. More than 18 percent had muscu-
loskeletal disorders, the majority of whom had arthritis. Ten percent
had. cancer and 7 percent had respiratory impairments. Only a little
more than 5 percent of awards resulted frm impairments caused byaccidents.

Also of significance is the fact that more than 30 percent of the
persons who joined the DI roll in 1972 died within approximately
5 years after becoming entitled, and another 20 percent or so reached
age 65 and were receiving social security retirement benefits.

The basic pointS is that the young "accident-óase" stereotype
hardly matches the profile of the typical newly awarded beneficiary.
More likely, the newly awarded DI beneficiary resenibles an in-
dividual receiving early retirement benefits from the social security
retirement program. .

Presenting . a profile of the DI beneficiary in tins manner is not.
intended to suggest that it is futile1 given his "likely" age and dis-
order, to attempt to legislate changes in the program which .have the
objective of altering the workbehavior and attitudes of the disabled,
but only to implant the notion that a dramatic change in the size
of the program is unlikely to result from efforts to enhance work
incentives or reduce work disincentives. By the same token, it is
not meant to suggest• that concern for. the work behavior of the
disabled as it relates to the DI program has been overemphasized
in recent years or that it represents an over-reaction to the growth
which the program has undergone since its inception

While the typical DI beneficiary is 51 or 52 years of age, some 31
percent of disabled workers who came onto the rolls in 1976 were under
age 50. About 15 percent were under age 40. In actual numbers theunder age-40 group totaled more than 84,000 persons that year.
Moreover, while the introduction of younger disabled workers to the
program in 1960 conceivably should have raised the overall recovery
rate of the program's recipients, program data show that this did not
happen. A recent Social Security Bulletin 'article points out, that
legislative changes made in the 1960—67 period increased the propor-
tion of the DI beneficiaries whose disabilities were not likely to be
permanent, but the overall recovery rate for the program did not
increase accordingly.2 The article states that the recovery rate perthousand beneficiaries per year rose from less than 10 in 1960 to more
than 30 by 1967. However, in later years it declined sharply, reaching
about 15 recoveries per thousand beneficiaries in 1976. The article alsopoint. out that while the recovery rate was much higher for persons
who entered the rolls under the age of 40 than it was for older workers,

Treltel .RaXph. Recovory of Dlaabled Benefiolailes: A Followup Study of 1972 Aflowanue8. SocialSecuilty ullethi, vol. 42,.no. 4, ApdI 1979. p.8.
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it was still not a substantial rate. Of the more than 54?000 persons
who cane onto the benefit rolls and were under age 40 m 1972, less
than 11,000 (20 percent) were terminated beóause of medical recovery
or a return to work by the end of 1975. Approximately 37,000 (68
percent) were still receiving benefits. For those who came on in the
40—49 age group, the recovery rate during that 3-year period was only
10 percent, and some 71 percent were still receiving benefits at the
end of the period.

Furthermore, the growth of the system cannot be ignored. It has
been dramatic, particularly in the early and mid-1970s. In 1960, 4
years after DI benefits were first authorized, 208,000 disabled workers
were awarded benefits. In 1978, the number •f new awards WaS
457,000—more than twiôe the number made in 1960—and this level
even reflects a very substantial decline in the new award rate whiàh
took place since 1975. Since the inception of the program, nearly
8 million workers joined the benefit roll (1957—79), some 4.8 million
of whom came on in the 1970—79 period. In other words, about 60
percent of those who were awarded benefits over the life of the program
came on during a period which began 1, years after the program was
introduced.

The growth in the number of acceSsions to the benefit rolls probably
was due in large part to a combination of growing public awareness of
the program as an early retirement possibility, more liberal benefits,
and a number of adverse economic periods when relatively high
unemployment either forced or enticed older workers with signific ant
health problems to seek out alternatives to working. In short, factors
affecting motivation and attitude toward working and receiving
benefits, and not just the physical or mental conditions of the disabled,
probably play a major role in explaining why the program is the size
that it is. . .

In summary, interest in developmg work incentives in the DI
program has to be thought of principally in terms of delaying what
might otherwise be early retirement. In so doing, one will probably
have to be cautious not to overturn or reverse the basic purposes of
providing such benefits in the first place. Some 72 percent of the dis-
abled men and 76 percent of the disabled women on the DI rolls in
1976 were 50 years of age or older. While it might be a reasonable
social goal in regard to any program providing benefits to the disabled
to find ways to keep people in a productive capacity, either by giving
them as few incentives as possible to come on to the benefit rolls or as
many incentives as possible to return to work once they do come on,
there is a fine line that has to be walked between not simply denying or
reducing benefits to persons for whom they were intended and creatmg
adeQuate work incentives. As the 1955 committee report of the Ways
and Means Committee states:

Your committee believes that the covered worker forced into retirement after
age 50 and prior to age 65 should not be required to become virtually destitute
before he is eligible for benefits as he must under the assistance program. Certainly
there is as great a need to protect the resources, the self-reliance, the dignity nd
the self-respect of disabled workers as of any other group . .

We believe that everything possible should be done to support and strengthen
vocational rehabilitation. Rehabilitation, where it is possible, is thç most eco-
nomical method of providing for disabled persons and is the most satisfactory
for the individual.
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Important as rehabilitation is, it cannot be a substitute for disability benefits.
Many disabled persons cannQt be vocationally rehabilitated and even those who
can will need benefits during rehabilitation. The major proportion of the disabledpeople who can be successfully rehabilitated are those who are only partially
disabled or who are under age 50. .

Further, while creation of work incentives and removal or work dis-
incentives in the DI program probably would have the largest poten-
tial for success among younger disabled workers, it has to be kept in
mind that the younger disabled person is not the typical beneficiary of
the program—he is in the minority. And while his ability to stay in or
return to work isproba1ly the greatest, he already has, the most diffi-
cult time among DI applicants of getting on to iie rolls because of his
age,8 and he has a demonstrated recovery rate which, while ielatively
low, is already six or seven times gieater than that of the age-55 dis-
abled worker.

WORK INCENTIVE ISSUEs LEADING UP TO RECENT DI LEGISLATLON,
•H.R.8286

Major concern8 in the 1970'8 about the DIprograrn
The recent interest in the Congress in the social security DI pro-

gram, which has been building up since the mid-1970's has been dnven
for themost part by three concerns. The first is the rising cost of the
system. Orginally the program was financed with a combined tax rate
on the employee and the employer of .50 percent of taxable earnings.
Today, after numerous legislated liberalizations and a period of ex-
p&nsive enrollment the combined tax rate is 1.50 percent of taxable
earnings, and it is scheduled to rise in the future to an ultimate com-
bined rate of 2.20 percent of taxable eaming. The annual cost of the
system has risen from $3 billion in 1970 to an estitháted $16 billion in
1980. The second concern is over repeated allegations that the program
has suffered from a number of administrative failings. It is argued that
the decision-makino- process does not always render uniform and
equitable decisions From one applicant or beneficiary to another; that
oversight of the State disability determination services and Adminis-
trative Law Judges (the principal entilies making decisiops about the
existence of a disability) has not been adequate enough to avoid a
loosening of the standards of eligibility; and that there has not been
enough follOw-up of whether a beneficiary's disabling condition con-
tinues after he joins the benefit roster. Much of this concern stems
from the fact that the Social Security Administration abandoned a
number of review and oversight procedures at a time when the number
of new beneficiaries surged. Whether there is a caus and effect rela-
tionship here or a mere àoincidenóe has been difficult to aertaiz;
however, most program experts believe that the twO situations were
related at least partially. Finally, there is the concern that, coupled
with rising benefit levels, various aspects Of the program have served
to be ineffective wojk incentive measures or have created barriers for
the beneficiary to attempt to return to work

While these concerns overlap a great deal, the growth of the program
has probably been the most visible of the three, and the one which has
exerted t1e greatest pressure on the Cong ess to review the workings

'Ago is one of the nonmedloal a8pect8 of the definition of disability for DI benefits required by law.
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of the program. As previously mentioned, the legitimacy or illegiti-
macy of this growth, while having been explored by many, has been
difficult to get a handle on since the extent that each possible cause
of growth had on the aggregate size of the program is unclear and
probably indeterminab'e,: particularly with respect to the growth
which took place during the past decade.

It has been suggested that awareness of the existence of the program
has risen. Findings from the 1966 and 1.972 Surveys of the Disabled
conducted by the Office of Research and Statistics of the Social
Security Administration show that. knowledge of the -program's
existence did go up during the period between the two surveys.' The
subsequent introduction of the Supplemental Secuñty Income (SSI)
program in 1974 may have further increased awareness of the pro-
gram. There were significant outreach efforts. initiated by the Social
Security Administration as well as by public mterest groups during
the first few years of: the SSI program intended to let the need
elderly and disabled know of the new program. This coupled wit
the fact that SSI recipients also may be entitled to DI benefits if
they have a sufficient work record, and are required by law to file a
dual application: for SSI and DI benefits, may have significantly
broadened the public's knowledge of the DI program. This is bolstered
by the fact that more applications for DI benefitwerefiled in 1974
than in any other year. in the history .of the program. The number of
DI applications increased from 1,067,500 in 1973 to 1,331,200 in
1974, thnost a 25 percent increase.5 Moreover, the overall level of
applications has not fallen significantly from that peak year. Some
1.185 million applications were filed in 1978, and1.223 million were
ified in 1979. Further, the rate of applications per thousandisured
workers in the popu1ation grew• throughOut the early 1970s aitd was
still some 30 to 40 percent higher in the post-SSI iniIómentatio!i
years than the rate that existed in the .1965.• to 1970 peri9d

However, even though awareness of the program may have grown
and may explain in large part the growth in the rolls, other factors
affecting the actual decision to apply for benefits also may have played
a role in the growth of the propam.One such factor is the inoreae
which has occurred in the relative size of benefits. Studies done
by the Office of Research and Statistjcs and the Office of the Actuary
of the Social Security Admixustration point out thatnot only have
benefits increased in absolute terms, but that the benefits have
grown in terms of the amount of earnings they replace (i.e., the ratio
of the disabled worker's initial benefit to his earnings before becoming
disabled). The study by the Office of Research and Statistics showed
that the ratio of the average benefit award given to the worker alone
to his earnings in the year before the onset of his disability rose from
51 percent in 1969 to 59 percent in 1975. Further, the authors state
that "one fourth of those entitled in 1969 had replacement rates of
80 percent of their pervious earnings, but in 1975 this proportion
had increased to 31 percent. In faot, one-fourth of the newly entitled

4 U.S. Dept. of Hea1th.Education, and WoU&e. Boe1a Security Administration. Office olResaarcii and
StaUsUcs. The Growth In the Observed Disability Incidence Rate2 1907-1974. Prepared by Mordeobal. Lando and Aaron Knite: Presented at the Annual Meeting of the American Pubilo Health AssoolaUon,
October 19, 1976. p.3.

$ Id, Mordeohal E., andAuron rute.. Disability Insurance: Program Iamies and Researoh. Social
Security Bulletin, v. 39, no. 10, October 1970. p. 10. -
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received more in benefits than they earned while working."6 Theactuaries' study suggested .that average replacement rates for a workerwith median 'earnings and having dependents increased from about60 percent in 1967 to 90 percent in 1976 (as measured by th ratio ofbenefits received by the *orker and his dependents to his alter-taxearnings in the year before the onset of disabil±ty). While different
periods, of measure and family composition were used and differentreplacement values resülted both studies point to a rather signiflocant increase in replacement rates over the period 'in. whish enroll-ment in the program grew most'rapidlyc

Another factor which increased the value of the benefits was theintroduction of Medicare coverage for DI beneficiaries in. 1972. Medi-
care benefits canbe provided after a 'DI beneficiary has been on thecash benefit rolls for 24 'consecutive months."It is estimated that thevalue, of Medicare protectibn, to. the DI beneficiary is more than $100per, month on average. While it is.very likely that a DI applicant'does
not put much weigh ton the valueof Medicare at' the time lie makes hisdecision to apply, since he will have to wait 24 inonth to receive suchprotection anyway, the. loss of Medicare coverage to someone, who isthinkmng about leaving the rolls probably poses a very serious threat,particularly if there is.any question. of whethetor not he will be able toobtain health insuranbe through his.employer or privately.This leads to another possible factor contributing., to the growth,namely & decline in the termination rate.'A. smaller percentage of thetotal beneficiaries left the roll each year from the inception of the pro-gram through at, least the late 1970s. Much; of thia, as might be ex-pected was duø to. a decline in the rate of beneficiary deaths andconvesionsto the retirement rolls as a greater number of younger and

less severely disabled persqns.joined the DI rolls.8 However, the rate.of.terxninatieps .due to recovery, return, to work, or rehabilitation also
decline&iji the late ..196Os. and early 1970s, contrary to the generalintuitive feeling .that. it..should have risen. In 1967, when there weresome 1.1 millioti disabled workers On the rolls, 37,000 beneficiaries
recovered and were terminated; yet in 197.5, when there were 2 milliondisabled workers on. the rclls only 39,000 'recovered. The recoveryrate actually declined from 32 persons per thousand beneficiaries in1967 to a little higher than 16 persons per thousand beneficiaries in19Z5.° It has been suggested tbat this was, due to. the fact that theincentives to leave the benefit roll were erode,d by the rising value ofcash benefits and the concerie,bot the loss of health insurnace pro-tection coupled with

. the fear of being. unable to adapt to workingconditions after making Uie irrvocabie decision to leave the rolls:
Still.another possible factor contributing to .the growth is that l'aadministration,; and pressure put on the Social Security Administra-

tion by the. Congress and the public during the early 1970s, to placespeed ahead of accuracy in making disability.deterrinations caused aunintended loosening of the strict definition. of disability, allowing
I Lando, Mordechal E., Malcolm B. Coate, and Ruth Kran! Disability Benefit Applications and theEconomy. Social Security Bulletin, v. 42, no. 10, October 1979. p• 5'U.S. Dept of Health Education, and Welfare. Social Security Adm1njst1en. Odlea of the Actuary.Experience of Disabled V,'orker Benefits under OASDI 1965-1974. WashIngton, Jan.1977.'The 1960 Social Security Amendments authorited' 1)!. benefits for disabled workers under age 50. The1965 Amendments liberalized the definition of disability to permit persons Into the pmgr.des were expected to last as few as 12' months, IuSt€ad of "lndeflnjtely"ua required underprior laW.'Treltel, 10,,. Øft . , ,
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many borderline disabled persons into the program permitting manyothers who had recovered to stay on. While adimnistrative short-comings have little to do with program awareness, and the propensityon the part of' the applicant or beneficiary to apply and recover, aloosening of administrative standards can have an impact on thenumber of persons who actually are allowed into the program and thenumber who actually are terminated. It even has been suggested thatthe relatively obscure degradation of administration over the yearshas been the real factor accounting for the growth. Prior to 1972, morethan 70 percent of the decisions made by the State disability deter-mination agencies to allow applicants into the program were reviewedby Federal examiners to verify their correctness. A sample.. reviewprocess was adopted in 1972 after which only 5 percent of the allowed
cases were subjected to this review, and then only after the individual
was allowed onto the rolls. In the late 1960s, approximately 10 percentof all beneficiaries were. reviewed each year to ascertain ,whether or notthey continued.to be eligible. In the first half of the. 1970s, only. aboutpercent of the. beneficiaries on the• rolls were investigated annually.
Whether these and other measures had a direct link on the size of therolls is not really clear, but their timing does raise the impression thatthey were related events. This is bolstered by the fact that increasesin the denial rate for new applicants and in the number of personsterminated in recent years have actually brought about a leveling offof the number of persons on the rolls. This shift has been attributed bysome program analysts to the Social Security Administration's subtlebut distinct emphasis since 1976 on improving the quality of dis-ability deisions.
Legudattve momentum n the 94th Congre88 and 95th Congres8

The recent action on the part of Congress in changmg the DIprogram reflects an attempt to deal with some, of these problems, atleast with those ar¼ing from the program's own features. This renewedinterest probably began within the Committee on Ways aüd Means inJuly 1974 with the issuance of the Committee Staff Report on theDisability Insurance Program. Pointing to "chronic actuarial deli-ciencies," a time-consuming multi-level appeals process that carried ahigh reversal rate, removal of a major Federal review procedure from
the claims process, and the tendency of the courts to take more andmore latitude in determining who suffers from a disability for thepurposes of entitlement to DI, the staff report concludes that:

* * * a number of serious problems exist in connection with the operation ofthe program. Some of these problems, it is hoped, are temporary, particularlythose resulting from the strains that the Social becurity system has undergone inconnection with the implementation of the Supplemental Security Income programand the carrying out of'the Social Security Administration's responsibilities underthe Black Lung Program. Other problems arise out of the manner in which theprogram is being administered and out of the law itself. These problems, however,are not beyond the capabilities of the Social Security Administration or theCongress and they can be corrected or at least held within reasonable bounds byassuring that this admittedly complex program is administered, efficiently at everylevel.lO

Within 2 years the then new Subcommittee on Social Security of theWays and Means Committee began exploring some of the problems
1 Congn. on ways and Moans. Coinmftt Staff Report on the DisabilityInurwico Progium. 93rd Cong., 2d Sess. wasliLngtn, U.S. Govt. Print. Off., uJy 1974. p.2.
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with the aimof developing remedial legislation where needed. Hearings
were held in February .1976 and again in' May and June of that year.In September, Congressman James Burke, then Chairman of the sub-committee, introduced a disability reform measure,; entitled the
"Disability Insurance Amendments of 1976," HR. 1568(. Among
other provisions intended to improve the administration of the pro-
gram, make the definition of 'disability less subjective and imroe the
financing of the program, the bill contained a number of work-mcentivemeasures.
'The bill provided that the amount of earnmgs which would causethe termination of disability benefits, the so-called "substantial gainful

activity", level, would automatically increase as average wages' rise inthe economy. It provided for a 24-month "trial work" period before
earnings woild "terminate benefits (in lieu of the 9-month period
provided under the existinglaw) and for the gradual reduction of
benefits.during'the trial work period onthe same basis as wasdone for
retirecl.people. It further eliminated the second 2-year waiting:period
for Medicare benefits for disabled workers who went off the rolls but
whose disability recurred and who then reapplied for benets. And
finally it imposed a liniit on :the benefit.of young disabled workers—
and survivors of deceased workers—so that they could not get more inbenefits than an indiVidual retiring at age 65 who had the maximum
wage base his entire working life. All these provions were aimed at
work-incentive problems perceived to mterfere with beneficiary moti-
vation in seeking work and engagm in rehabilitation.

Although not described as a work-mcentive measure, the bill' further
provided for a limit on trust fund rehabilitation expenditures at the1976 level with subsequent increases ,in future years only to adjust
for inflation. This was a recommendation of the GAO which felt thatthis limit wa desirable until sudh time that the Departrnent of
Health, Education, arid 'Welfare could demonsErate that additional
funds would be expended effectively irl'bringing about savings to the
trust funds through terminations resulting from rehabilitation.

This new proposal was based in part on a 1976 GAO report which
suggested that the benefit to the trust funds of providing separate
rehabilitation funding for social security clients had declines sub-
stantially in the early 1970s when compared 'to the cost of rehabilita-tion. It was also based on the rather limited overall succeth that the
separate funding procedure had attained over its first 9 years of avail-
ability, 1965 to 1974. According to a committee staff document, only
about 20,000 beneficiaries had been terminated from the benefit roll
as a result of rehabilitation during that period. The amount of funding
provided had exceeded $200 million. Further, the number of successesrepresented a very small fraction of the more than 3.5 million dis-
abled workers who had joined the DI roster during those years.

While no action was taken by the subcommittee on the bill during
the remainder of that session of Congress, the bill did become a lore-runner of a number of DI bills taken up by the subcommittee Over
the next 3 years.

Congressman Burke resubmitted, his bill the fol!owrng year, theDisability Insurance Amendments of 1977, H.R. 8076. Like the pre-ceding bill, the general thrust of the new bill was to improve, the ad-
ministration of the program and enhance work incentives. This bill
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contained most of the same work incentive measures that were con-
tamed m H.R. 15630 of the 94th Congress, with four notable excep-
tion8. First the "cap" limiting DI benefits to the maximum level
payable to an age-65 retiree was dropped. That cap was aimed pri-
marily at the situation in which a younger disabled worker could
receive substantially higher benefits than his older counterpart be-
cause of the way earnings were counted for purposes of computing
benefits. The differential was caused by the fact that the older worker
would have a longer period of earnings used in the computation of
benefits than the younger worker. Generally this resulted in the in-
clusion of a number of low years of earnings from the early part of
the older worker's career in his average earnings eomputatiön, which
m turn tended to deflate his benefit amount. The younger worker,
i.e., below ae 47 at the time of entitlement to benefits, had fewer
years of earnmgs used to compute his benefits, and the years that were
used tended to be more recent than those of his Older counterpart and
thus higher because wage levels were generally hihër when he worked.
Older workers also were limited by the fact that m the past the iocial
security wage base had not kept p_ace with wage growth generally

• particularly in the 19 SOs and 1960s. The wage base had been relatively
low in comparison to that of recent years and thus did not allow the
older worker in some instances to fully reflect his earnings in the benefit
computation, at least not as fully as that of the yoÜrger worker.

The H.R. 15630 "cap" would have lessened the differential at least
for the older and younger workers at higher earnings levels (i.e., those
who had earnings at the social security wage base), by precluding the
younger worker whose benefits were based on earnings from a period
of time shorter than that used by the older worker from receiving
a higher benefit than would be payable to the worker retiring at age
65 who had earnings at the wage base level or higher throughout his
career.

It was recognized that the "cap" was less than a perfect solution to
the overall problem of potentially excessive benefit levels, for it did
little with respect to high earnings replacement which appeared to
be occurring at moderate- and low-earnings levels as well as at the
higher levels. However, it did serve to draw atthñtion to at least one
situation of potentially high benefits being paid out from the DI
program.

With the introduction in the sprin of 1977 of the "wage-indexing"
decoupling measures as part of the Carter Administration's proposal
to correct the financial problems of the social security system as a
whole, the H.R. 15630 "cap" was no longer seen as being necessary.
One of the "wage-indexing" measures called for the indexing of earn-
ings histories. This meait that the year-to-year earnings used to
compute average monthly earnings would be increased to reflect the
ernmgs level that they would represent if they had been earned today.
Workers having a similar work background, but who worked at
different points m their lives, woild h8se roughly the same amount of
earnings used in the computation of their average earnings and thus
they would have similar benefit amounts. It would not matter whether
the period of their covered earnings occurred recently or many years
pñor—their earnings would be treated as if they had been earned
recently for benefit computation purposes. This change combined
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with other changes.in the benefit formula had the effect of "leveling
down" the DI benefits of., younger workers, so that they would be
more in line .with those of older disabled workers and those payableunder the. retirement program.

This potenti. 1essening of the benefit differential between the
younger and older disabled worker by the decouplin measures was
recognized in ELR. 8076 by the exclusion of the "cap'from the bill.
However,.in the introduction of the bill the Chairman remarked that
it was still uzcleãr whether the decoupling measures a'so would be
adequate enough to avoiclall situations qf high earnings repIacement
from continuing to occur in the future, and it wassuggested that the
Soia1 Security Adniwistration might continue to examine the in-cidence of high replacement rates under the new benefit formula
being adopted with the dec.ouplingmeasurs.

The second change made in H.R. 8Q7.6 from the "work incentive"
measures proposed the previous year. was the exclusion of the . two
provisions affecting the maximum amount of earnings a disabled.
wQrker could have without causing a termination of benefits. The rs
such provision in HR. 15630 was .to allow this macirnum level,
referred to by law as the subst&ntial gainful activity level, to rise in
the future at the same rate that average wages rise. in the economy.
The second change would have afloved a DI beneficiary to have.earn-
ings above this maximum level while be was in..a "trial work period"
and still retain benefit status,. .but the amount of benefits *ceived
would be reduced by $1. for every $2 h had in arnis ahove the
maxirnuiii threshold. These provions were, .xçuded from .R. 8076
be cause of the lack; o any research evidence suggesting that they
might be effective work motivation measures and because of potential
high costs. In fact, . the little evidence that did exist suggested: thatalterations that had' been made to the substantial gainful a.ctivity
threshold over the years of the program, which had been raised in-
cremeaJly from $]00 a month in the program's early years to $200
in, 1977, had no effect, oi the work efforof DI benefici&ies' 1he bill
did include, however, aon-time increase in the substaitial gainful
activity level to $250. and a new demonstration &thority. requiEing
the Soci1 Security Administration to carry out projects designed to
determine the r1ativ adntages aid dis1vantages of possible tewmethods of treating the work activities of disabled beneficiaries,
including such methods reducing, their benefits gradually because
of earnings. .

The third chunge incorporated in H.R. 8016 was the exclusion of the
limitation allowing increases ii trust fund, expenditures for rehabila-
tion only to the extent th,t:they reflected creasesinjñflatjo;açj
the substitution of a new. provision aItcg the way trust 'fund
rehabilitation funds were to be distributed Lo 1ie State re1abthatiQnagencies. At that time, .the allocation of trust furd rehabilitation
money to the States was bas4. on the relative size of the disje4
population in each State., The Iew provision,wpujd have aIterècI.bisdistribution somewhat by linking a portion çf the overall money that
would be made available for socia1 security olieats to the nwber of

U Fraàklin, au1a A. 'rho Impact of Substantial QRthu1 Activity Level on Disabled Beneficiary WorkPattens. Social Secuilty Bu11tin, v. 89, no.8, AUUSt 1970. p. 20-29.
The sub8tantlal galnZul activity level was ralaed to $240 In 1978, retroactIve to January 1977.
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beneficiaries acçtialiy terminated from the bênefit rolls a8 a; result of
each State's rehabilitation efforts. It wa also intended to simplify
the existing rehabilitation financing provisions.

There are three separate potential sources of funding for State
rehabthtatiox activities relating to social: secutity clients—the Basic
State Rehabthtation Grants.programs, the social security trust funds,
and the supplemental security income program. The bill would have
consolidated the trust fundiiioney into theBasic State Rehabilitation
Grants program, by raisixg the overall authorization level of. that
program ap.d eliminating most of the trust fund financing. The
new money added to the Basic. State Grantsauthorization would have
been distributed on the same basis as the existmg autbori7atlon for
that program—i.e., more r. less a combination of population and
per capita income—coupled with a reqwed minimum 20 percei
match by the State. Trust fund reimbursements would oeur only
where an actual termination from the benefit rolls was brought a1out
for a minimum of 12 consecutive months as a result of the rehabilitation
services provided to the beneficiary. Moreover, the amount of this
payment was to be equal to the State's share of the costs of providing
such services to. the terminated beneficiary (usually 20 pecent of
such costs), plus a bonus amount equal to another 20 percent of those
costs. In effect,. the. State agency was to receive 80 pervent of the costs
of the services it provided to any social security client from the Basic.
Grants program (a level equal to the. Federal reimbursement it
received on all other. types of clients), and if the services resulted in
the client's termination from the social security benefit rolls, the
trust funds would pay for the State's share of the costs of rehabilitating
that client plus another 20 percent. The total amount of reimburse-
ment for a terminated beneficiary would have been equal to 120
percent of the costs.

In contrast to the temporary change incorporated in H.R 15630,
this provision was intended to be apermanent: change.'2

A fourth change incorporated in H R. 8076 from the preceding bill
was the addition of a provision to continue Medicare coverage for
a period of 3 years after cash benefits cease. Coupled with the provJsions
in the bill to provide a DI beneficiary with a 12-month suspended
entitlement period following the tei mination of cash benefits, this
provision was intended to remove what was $rceived to be 'a signifi-
cant disincentive for DI beneficiaries to leave the benefit rolls—i.e.,
the finality of the benefit loss. This had been a recommendation made
in 1975 by a committee of Federal and State disability/rehabilitation
experts. Their report stated that:

For the severely disabled who have chronic disorders, Medicare or Medicaid
benefits represent a significant contribution to a beneficiary's income and hence
to his sense of economic security a!id health maintenance. Also, effective private
or. other health insurance may not generaliy be available to the severely disabled
individual. Potential and active YR clients faced with the prospect or opportunity
for re-employment which would eventually result not only in loss of monthly
benefits but loss of health benefits as weli, are likely to, and do, weight the total
economic values of the monetary and health beneftts before accepting job place-
ment. This issue becomes moat acute and apparent when the employment tar-
get will produce wages of only slightly more than the SOA [substantial gainful

'SIt Bhould be mentioned that tho Rehabilitation Services Admlnlatratfon and Social Security Adininis-
tzsUon in recent years have altered the manner in which trust fund rehabffltation money s dlstzfbutedto the Stat, with more emphasis being placed on performance" or "8uccesful" rehabilitation. This wasdone under current law.
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aetivityJ level. Even, when 1he Federal. minmurn w,ge (approximately $4,200
yearly) i applicable to the job opportunity the combination of total benefit
amoulit' nd health benefits potential may well exceedhe after tax' income from
work. Such a major disincentive wa npt envisioned *hen the original Title ii
BIIBeaefloiary RehabiitMion rograrnj.was enacted.13,

This tiew pmvision Was to be applicable to all beneficiaries who
were tefminated from the benefit roll, etept fOr those 'Who rovered
medically. ,

;'The subcommittee didnot take up he Chairman's ne* bill irn-
th'diatly1ollowing its introduction ifl•Jue' i977 for the imminent
fixthicing,problems facing the entire sooial seuritysystemconstimed
rnost of the subeorniiittee's time dui'ig. the reniainder' of the year
Howev'r,. the SociI .SecuiityAniendmetsof 1977 (H.R. 9346,
enact&I ii December i9)uthorized. amozig a number ;of provisions
iiitendd to ameliorate those financin prdblerns the Administration's
wage-inded reuiiing
earnmgs 'higtories;; to be indexed. The deup1ing mosurs were
directe& mOre "at th long-range finaicingt problems of the eiitir'
system than at th specific 'problem associated with the level of

Jeneflts being'paid out 'of the DI prOgram& They ehangdthe benefit
omputtion procedures for almost all forms of sociaF ecurity bene-
fits Nonetheless; 'they were oxpected t have the
effect of substantially reducing the benefit cliff erential btween' the
younger and older disabled worker and of generally reducing DI
replacement rates Coupled with the dampening effect caused by the
wage-indexing of earnings, historiep the iiew4,enefit formula incorpó
rated an aYerage 5 percent reduction in benefits for the entire. social
security system for newt beneficiaries over the long run'. The average
reduction in new DI benefit awardswas estimated to be somewhere
in the range of 7 to 10 percent, and the average reduction for th new,
younger disabled worker was estimated to be even -greater, in some
cases approaching as mich as 30 percent. Morebverwhile a transition
period to the new systomwasbuilt into the amendments for the
r8tiremént program, a11osing pBrBoBs approaching retirement during
the next 5' years 'to uSe a modified veision of:the old method of com-

benefits, the new formula bcazne effective for new Di ad
survivor beneficiaries in 1979. ••' .'•-" '.

Despite the impact of ithese amendthnts on DI benefits, the Ways
and Means Committee Report leading up to the Amendments made
clear that' this clidñot conclude its review and. possible' legislative
recommendations related to the DI program...

Beginin lu late: spring 1978, the subcommittee on. social: security
began consideration of DI legislative proposals with ethhaSis on
those contained, iii th Chairman's bill, H.R $076. In September
1978, the subcommittee reported out a bill to 'the full committee,
H.R. 14084, the Disability Insurance Amendments of 1978. As v1th
the Charmai's preceding bills this bill also Iad a major Section
dealing with work incentives. While there were umerouS,

. changes
made to various other parts of the Chairman's previous bill, partic-
ularly iii the administrative area probably the major difference
betwen the subcommittee's new bill and H. R. 8076 was the recoin-
meñdition to adopt a new limitation on the benefit amount Of' dis-
ability awards where they involved the payment of.benefits to depend-
eiits in addition to those of the disaMed worker The new hxmt waa

1I$8AR8A Ad Hoe Committee, Pinal Report—Ways to Improve the Trust Fund and 881 Pragmn2s
(Rehabilitation Borvioea), September 1975.
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proposed primarily as a means to further reduce work disincentives.
The report from the subcommittee to the full committee began with
the statement:

One of the continuing problems in diabfflty is the fact that the amount of
benefits received by d1ability beneficiaries may constitute a substantial work
disincentive. Our decoupling legislation enacted last year helped to some degree
in this regard but many commentators think the disability benefit formula itself
still creates a major problem.14

The report further cited studies by actüariesof the Social Security
Administration and in the private sector that high replacement rates
constituted a major disincentive for the disabled worker to work and.
engage in rehabilitation, and pointed out that a recent analysis per..
formed by the Department of Health, Education, and Welfare sh'os'ed
that even after the decoupling changes, the benefit formula would still
produce relatively high replacement rates for disabled beneficiaries
and their families. The report quoted a speech given, by the Secretary
of HEW in April 1978 in which he remarked on the Department's
analysis:

Some Beneftciarie8 Receive Exce88ive Benefits.—Six percent of la8t year's awards
actually increased the disabled. person's after-tax income. Almost one-fifth of
awards produced earnings replacement rates of more than 80 percent.

The report also pointed out the experience in the private sector with
high replacement rates. The report stated:

There is evidence that high replacement rates increase the incidence rates for
private group long-term disabilityinsurance policies. Private insurance plans with
replacement rates in excess of 70 percent have disability incidence rates two-
thirds higher than the average, and plan8 with replacement rates below 50 percent
have inci4ence one-third below avrage. Because of this experience, private in-
surers generally attempt to limit disability benefits to 50 or 60 percent of gross
earnings.

The subcommttee recommendation to deal with the potentially
excessive DI replacement rates was to liimt total DI family benefits
to the smaller of 80 percent of the disabled worker's average indexed
monthly earnings or 150 percent of the worker's benefit, whichever
was lower. No one currently on the benefit roll would be affeted, and
the disabled worker with dependents would be guaranteed to receive
at least the level to which he alone was entitled, even if that level ex-
ceeded the new limitations. Similarly, benefit amounts of disabled
workers without families would not be affected.

Two factors contñbute to potentially high replacement rates in the
social security program. One is that the benefit formula is weighted in
favor of low-income workers. There are three steps in the social se-
curity benefit formula. The first one converts the first $194 of average
indexed monthly earnings into benefits at the rate of 90 percent.15
The second and third steps have successively lower percentages. The
second factor is the payment of benefits in addition to those paid to
the disabled worker because the worker has dependents.

The first step in the benefit formula converting benefits into, earnings
at the rate of 90 percent already would have exceeded the subcom-
mittee's limitation. However, the subcommittee did not want to alter
this tilt in the benefit formula, particularly since the high replacement
rates it potentially created were concentrated among disabled workers

'4 U.S. Congress. House. Conmittee on ways and Means. Subcommittee on Social Securfty. Proposed
Disability Insurance Amendment8 of 1978 (WE. 14084). CommIttee Print, 95th Cong., 2d S3. (WMCP:
95-101) Washington, U.S. Govt. Print. Oft., 1978, p. 1.

lThIs is the first step in the formula for persons attaining age 02, or dletng or becoming disabled before
ag02, in 1980. The steps actually axe expanded each roar at thesamo rate the average wage in the economy
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having ,relatively low earnings. Dependents' benefits, on thee otherhand, were not confined, to disabled workers at the lower earningslevels. In fact, analyses showed that family benefits were moreprevalent in the middle and higher earnings brackets.
The first portion of the subcommittee's new limitation—80 percentof average indexed monthly. earnings—was similar. in form. to thesocial security workers' compensation offset provision already in thelaw. This existing provision reduces DI benefits When the combinedbflt,s from both a DI and a workers' compensation award excee1 80percent.of past earnings. The proposal was not completely identiôai in

form 'tio4he workers' compensation offset in that the proposed limita-
tjonwbu1d apply to average indexed monthly earnings, while three
alCernative measures of past earnings can be used to determine themaximum combined benefit level under the existing provision (which-
ever is most favorable tO the beneficiary). Typically, the 80 percent
DI/workers' compensation limit is applied to the highest year of
earnings, starting with the year in. which the disability occurred andincluding the 5 precediiig yais. Futber, the offset is applied against
the benefits of disabled beneficiaries without dependents in, addition
to those with fam1y benefits Nonetheless, the principle that benefits
should not exceed some measure of past' earnings was carried ovet' into
the committee's proviion.16

However, because the impact of the 80 percent of average indexedmonthly earnings limitation would be greatest for disabled worker
families at the lower average indexed monthly earnings levels, and
because such a limitation would not affect disabled workers' families
where the disabled worker had fairly high average indexed monthly
earniDgs (at that time, above approxiately: $100 per month), the
subcommittee adopted a second measure limiting family benefits to nomore than 150 percent of the disabled worker's benefit. This second
measure was to pply op],y if it would result in lower family benefitsthan the 80 percent of average indexed monthly eirnings permitted.
Under the edsting family maximum rules, which apply to the entiresocial security program, a family cpuld receive maximum benefitsranging from 150 percent to 188 percent of the worker's benefit de-
pending upon the level of the worker's benefit. enèrally the higher
the workei's own benefit, the higher the family thaximum percentage
would be. Fairniies of workers with low benefits were already subjected
to a maximum family benefit pegged at the 150 percent leveL This partof the subcommittee's proposal In effect would make the maitimup:i DIfamily benefit. uniform at 150 percent of the oi'ker benefit at allbeneht levels.

Aialysis given to the subcommittee showed that the effect of this
combined approach to limiting DI family benefits would produce amoie' even reduction in the maximum family benefit payable at alllevels of benefits than that resulting from the 80 percent limitation
alone It wus estimated to 1ave the equivalent effect of holding maxi-itun fan benefits to about 65prcent of averag& indexed monthlyearnings at the higIst benefit levels

Anothr new mâsure affecting benefit levels adopted by the sub-committee was to vary the number of years of earnmgs a disabled
*It ahould be noted, though1 that the combinedjevel of the two beneflt can never be reduced toa levelthat .wouJdbe less than what the worker. would have received from social security alone. In other words,the Boda oecuzfty benefit level is the guaranteed minimum...
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worker could drop in computmg his average earnings for th calcula-
tion of his initial benefit. Under the existiig law, 5 years of low earnings
could be dropped for almost all types of social security benefit com-
putations, retirement, survivors, and disability alike. This theoretically
gave the. younger worker (or family of a deceased worker who died' at
anearly age) an dvanthge over the older worker, since, the yo1.nger
worker was allowedtó'drop out a larger portion of his earnings' record
from the average monthly earnigs computation. A worker disabled at
age 29 fór'instancé coukldrop 5 out of hi highest 7 rears of earnings
in'eornjuting his crérag or 71 perent of The portiOn of the' earnings
record .:used fo benefit computation purposes: Au *ge-50 disabled
worker, on the other hand, could drop oily 5 out of.2& yearsi.e.,' 18
percent of his countable earnings record. The ubcomxnittee recom-
mended that the number of years of low eanings. which a wrker
could drop in computing his average, be made' roughly proportional
for disabled oikers of all ages The subcommittee proposal would
have allowed n drQp-out years. for workers under age 28, but woulçl
have tlloed a gradud1y higher number of chop-out years for workers
of higher ages, up to. a maximut, of 5. for workers ae 45 and, older.
The subcommittee added one exception, winch provided that if the
worker was responsible. for the iHncipaL care of a, child under ae 6
for more than 6 months rn any calendar year, the number of drop-out
years would be increaed 'by 1 for each' such year but to no more
thtn 5. :

This proposal was iñtendedtó reduce furthr the, disparity iii benefits
between younger and older disabled, workers'. In contrast to the.,new
family maxunum beitefit provIsion, this proposal was to apply to
orke, both with and without dependents.

Neither of these new'benefit reduction measures was recoinniended
for other parts of the social security program, i.e., to retirement or
survivor benefits, since the primary foeus was on work incenti4ies in
the DI program. Also, with respect to the proposed limit on family
benefits, the revalence of family benefit situations (and thus the
likelihood of Jigh replacement rates) was substantially greater among
disability beneficiaries than among retirees and survivor beneficiaries.
Some 20 percent of the disabled workers in current payment status
in 1976 had 2 or more dependents also receiving benefits. Only 1.6
percent of the retirees in current payment status had 2 or more de-
pendents receiving benefits, and only 9 percent of the survivor eases
in current payment status involved families of three or more.'7

The subcommittee, endorsed all of the other work-incentive measures
of the chairman's previous bill, and in addition, included two new
provisions to further stimulate work activity. The first would have
allowed a DI applicant to exclude the costs to the worker of any
extraordinary work expenses necessitated by a severe impairment
in computing whether earnings alone are too high to permit the pay-
ment of benefits (i.e., they exceed the substantial gainful activit
threshold). Existing regulations permitted the deductions of suc
expenses, but only if such expenses were not needed for daily living.
In other words, if they, only were needed to engage in work activity
their deduction was pertmtted; however, if the beneficiary needed

78ocI Security Administration, Office of Research and StatlsUcs.
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them to meet his daily living n.edsas well, they were note considered
as being extraordinary work expenses.

The second measure provided that no 'beneficiary would be termi-
nated from the benefit roll due to nedicaI recovery if the beneficiary
were parlicipating in an appraved vocational rehabilitation planwhich the Social Security, Admint'ation determined would increase
the 1ikeliood Uat he would be pernanently,remaved from the rolls.
The .coqm here was that whe me.djcal recovery, was, ascertaied,
the type pf ,acti'vity the iadividual was .detr,üned to be.abJ. to do
was, often of an unskilled;nature .which,eyen.if available, would not
keep hjm employed oii ilong-term basi, ai ff 'th benefit. rqlLs.,
This proposah-hftd been long-standing reqmmenjation f. social
seurit3r rehabijlati&n experts.
Legzekitwe detwet3j of the 96tFt CongreBs

The full oomthitee did not ha'e time ri he remaimng oDtion of
the '95th Congress to take up the subcbthmittee's Mll. Hoivevr
early on in the 96th Ccntess, a similar bill wts introduced by the
new chairman of the Social Security Subdommittee, Repreetjtalive
J J Pickle This bill, 11 1 O54, coitaired1 the same w ork-ientive
measures as those in the ubcommitteé' Jil1 f the periotis year,
with one exception H R 20M had' a slightly lower fami1 benefit
limitation Instead of settth the mdithum k e perte1t of arerage
indexed monthly earnings Or' 'ISO percent wthker's benefit,
H.R. 2054 set thiaxjmum at 75 perceflt o,f average indexed monthly
earnings or 150 percent of the workei's benefit

The Administration also inoduced DI bill, H R 2854, which
incorporated many of the work-incentive measures that were contained
m the various DI bills that had beenpending before the subcomrmtteé
m the previous two Congresses In the way of benfit ieductins,
the Administration proposed both a nev family beiiefii limitation
and a variable, drop-out years scheme. 'The Athiinistration's fimi1y
benefit limitation, which set the maximum to the lower of 80 percent
of the worker's average indxed monthly earnings or the existing
law limits, was the only notable diffërencé ih, the work inèenti've area
from the chairman's bill.'8 '

Further, the Administration's bill proposed èhange rn the disability
aspects of the SSI program—an area outside of the SOcial Security
Subcommittee's jurisdiction.

The subcommittee hdld markup sessiosôthëvajous bills and réc-
ommendations it had before it m March 1978 ror the most part, it
stuck to the work incentive measured contained inthe earlier versions
of the bill. The only significant change made in the work-incentive
area from H.R. 204 was to restore the subcommittee recommendation
of the preceding Congress setting the maximum DI family benefit at
80 percent of average indexed monthly earnings or 150 percent of the
worker's benefit. This level was felt to be a middle ground among the
various family benefit litnitation proposals the subcommittee hadbefore it. '

The subcommittee's bill, H.R. 3236, was' reported to the full com-
mittee in April 1979. The only major vote to modify aiy of the work-
incentive aspects of the bill was on a proposal by Representative

II Thoro wore, however, many substantive differences in the provisions to alter the ndmintstratton ofthe program.
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Gephardt to set the new, family benefit limitation at.a lower level than
that recommended by the subcommittee. This alternative would have
set maximum DI benefits at 80 per.ent of average indexed monthly
earning or 130 percent of the woiker's benefit, whichever was
lower. The ifltent of the amendment was to provide a greater financial
incentive for the disabled worker from a two-earner family to remain
in or return to work. Analysis accompanied the, proposal showing that
even the subcommittee's new proposal would have left some two-
earner couples better off by having thp disabled spouse join the DI
rolls rather than continue to work. The amendment was defeated by a
close vote.

The full cornWittee reported out the bill later n the month, and it
passed the House in September by a vote of 235 to 1.62.

The same nonth, the full committee reported out a bill which origi-
nated in the 9th, Congress to make various changes in disability
aspects .of the Supplemental Security Income program. The new bill,.R. 3464, had been introduced by Representative James Coian, th,e
Chairman of the Subcommittee on Public ssistance and TYnemloy-
ment Compensation of the. Wtys and Means Committee. The bill of
the previous year had passed the House (HR. 12972), 'but time did not
permit further action by the Senate before the session ended.

Among other provisions, H.R. 3464 containe4 measures intended to
reduce work disincentives in the SSI program.

The first and mujor provi$ion of the. bill would have rtused he
amount of earnings a disablecl-SST. recipient .(o applicant) could lave
before be.ig determined, ineligible or benefits. It raised the sub-
stantial gainEul. act.ivity level fqr a disabled SSI applicant or recipient
from the level then of.$280 per month to $481 per month. (This increase
would not have applied to the DI program.) It further allowed de-
duction of impairment-related work expenses in determining if an
individual's earnings fell below the substantial. gainful activity level as
in the DI.bffl.

This increase in the substantialgainful ativity level wouid have, in
effect, modified the definition of disability for the SSI program, and for
the first time moved it away from that used in the DI program. It
represented an attempt to recognize that, for some individuals, a dis-
abling condition does not always mean a complete loss of earnings
ability. It was intended to aid such disabled persons who wanted to try
working but were apprehensive about their ability, to sustain employ-
ment while completely losing their SSI benefit (as well as the Medicaid
and social service benefits that came with SSI eligibility).

Another provision of the bill allowed a deduction of 20 percent of
gross earnings as well as deduction of impairment-related work ex-
penses for determining a monthly benefit ampunt (i.e., once eligibility
has been show-n) in addition to the existing law exclusions of the first
$65 in monthly earninos and 50 percent of the remainder.

The bill also provided for presumptive re-entitlement for 551. benefits
during the 4-year .period immediately follo;wing the termination of 551
benefits (continuing until adetermination was.made that the indivId-
ual's disability had ceased). The bill, further included a number of
measures to parallel some of the work incentive measures incorporated
in H.R. 3236.

H.R. 3464 passed the House in June 1979 by a vote of 374 to 3.
The Senate Finance Committee completed its consideration of H.R.

3236 and other disability proposals and reported its recommendations
—S59 0 — 80 — 4
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for changes to the Senate in November 1979. The committee main-
tained the thrust of H. R. 3236 by keeping the emphasis on measures
intended to improve both administration and work-incentives It did,
however, make a few significant changes.

As did the House-passed version of H.R. 3236, the Finance Commit-
tee's bill placed new 1iits on DI family benefits, but the committee's
limits would have been less stringent than those' in the House bill.
Specifically, th committ recommended limiting DI family benefits
to 85 percent of average indexed monthly earnings ãr 160 percent of
the worker's benefit, whicheverwas loiver (as compared to 80 percent
and 150 percent, respectively, in the House, bill).

In addition, the conThnttee considered, but did not adopt, a proposalto require an offset agamst disability benefits where the beneficiary
received benefits urrder a vaiietyof'other progran1ss:orkers compen-
sation, civil• service retirement; 'raifroad retirement veterans' disábil-ity, et al.—rather than' just hain áñ ófset vheñ wrkers'
compensation benefits 'werepretit, as under existing law. In lieu of
actually recommending this proposal, 'tb' committee asked GAO to
study the prevalence of• receipt of multiple disabiliiy benefits and
various approaches of keepihg, t'he agregate benefits 'lielow the le'vel
of an individual's pre-disabilltr erniiigs. IThé ccihmitee anticipated
holding hearings on the igsue in 1980.

The committee also adopted the proposal m the House-passed ver-
sion of H.R. 3236 to reduce the number of drppout yéirs which younger
disabled workers could use in comptiting beneLts. 'The• committee's
bill, however, did not 'bmpletely eliminat the use of d:'opout years for
very young disabled workeis, as didthe }oue-pcssed bill. It affordeddisabled workers below age 32 with one 'dripout year (whereas the
House-passed bill did this only for' workers aged 27—3 1). It further
eliminated the aspect of the House-passed version of the .provision
which provided additional dropout years for perirds o! childcare.

The committee further deleted the provision altering the trust fund
financing of rehabilitation, and added a second research and 'dem-
onstration provision to the bill to cover other aspects of the program,
besides possible changes to the substantial gainful activity measure,
which might have an impact on the disabled worker's work behavior.

With respect to work-incentive measures in the SSI program, the
Committee adopted its own provision in lieu of the amendment con-tained in H.R. 3464 to raise the level of substantial gainful activity.
The provision, which was a modified version of a bill introduced by
Senator Dole (5. 591), allowed an individual to have the higher level
of earnings permitted by H.R. 3464 for eligibility purposes (i.e., the
breakeven point), but only once a person was on therolls and in aspecial benefit status. It did not providethe higher earnings limitation
topersons applying for benefits.

The provision also differed from the House bill by not giving the20 percent oross earnings disregard, as well as not permitting the
(Ieduction o? impairment related work expenses for benefit computa-
tion purposes (they could be deducted only for eligibility determina-
tions). It further differed from the House bill by allowing the
continuation of Medicaid and social services when earnings exceeded
even the higher earnings level (the breakeven point) under certain
conditions to be prescribed by regulation.
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These provisions were given a 3-year life as demonstration authority(instead of being made a permanent change as in HR. 3464), so thatthey could be re-evaluated before being made into a permanent partof the program.
The committee further deleted the provision of H.R. 3464 whichprovided for a 4-year presumptive re-entitlement period for disabledSSI recipients who left the benefit roll (the bill did, however, retainthe provision of H.R. 3464 providing for a 1-year SSI re-entitlementperiod, the same as that which had been proposed for DI beneficiariesin the House-passed version of H.R.323.
The only major vote on the Senate floor pertaining to the work-incentive measures contamed in the bill was on an amendment bySenator Metzenbam to set the new family beefit limitation at asubstantially. higher level than the Committee recommended, i.e., at100 percent of average indexed monthly earnings. This amendment

was defeatedby a 47 to 47 vote.
The conferees for the House and Senate net to resolve the differences

between the two bodies throughout the month of April, 1980 and
reached agreement in early May, 1980 and filed the conference reporton May 13, 1980k The House approved the conference report on May22, 1980, and t1e Senate on May 29, 1980. On June 9, 1980, the Presi-
dent signed H.R.3236, and it became Public Law 96—265.



Text of Public Law Provisions Relating to Disability Insurance

TITLE I—PROVISIONS RELATING TO.DISABILITY BENEFITS
UNDER OASDI PROGRAM

- UMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY CASES
42 USC 403. :Sc. 101. (a) Section203(a) of the Socai Security Act is amended—

(1) by striking out "except as provided by paragraph (3)" in
paragraph (1) (in the matter preceding subparagraph (A)) andinserting in lieu thereof "except as provided by paragraphs (3)
and (6)";

(2) by redesignating paragraphs (6), (7), and (8) as paragraphs
(7),(8), and (9), respectively; and

(3) by inserting after paragraph (5) the following newparagraph:
"(6) Notwithstanding any of the preceding provision8 of this subsec-

tion other than paragraj hs (3XA), (3XC), and (5) (but subject to section42 USC 415. 215(iX2)(AXii)), the total onthly benefits to which beneficiaries may42 USC 402, 423. be entitled under section, 202 and 223 for any month on the basis of
the wages and self-employ nent 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 otherwise be applicable,
shall be, reduced or further reduced (before the application of section42 USC 424a. 224) to the smaller of—

"(A) 85 percent of such individual's average indexed monthly
earnings (or 100 percent of his primary insurance amount, iflarger), or

"(B) 150 percent of such individual's primary insuranceamount.".
42 USC 403. (bXl) Section 203(aX2)(D) of such Act is amended by striking out

"paragraph (7)" and inserting in lieu thereof "paragraph (8)".
(2) Section 203(a)(8) of such Act, as redesignated by subsection (aX2)of this section, is amended by striking out 'paragTaph (6)" and

inserting in lieu thereof "paragraph (7)".
42 USC 415.

(3) Section 215(iX2XAXiiXIII) of such Act is amended by striking out
"section 203(a) (6) and (7)" and inserting in lieu thereof "ection 203(a)
(7) and (8)".

(4) Section 215(iX2XD) of such Act is amended by adding at the endthereof the following new sentence: "Notwithstanding the preceding
sentence, such revision of maximum family benefits shall be subjectto paragraph (6) of section 203(a) (as added by section 101(aX3) of theSupra. Social Security Disability Amendments of 1980).".

(82)
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(C) The amendments made by this section shall apply only with 42 USC 403 note.
respect to monthly benefits payable on the basis of the wages and self-
employment income of an individual who first becomes eligible for
benefits (determined under sections 215(a)(3)(B) and 215(à)(2)(A) of the
Social Security Act, as applied for this purpose) after 1978, and who 42 USC 415.
first becomes entitled to disability insurance benefits after June 30,
1980.

REDUCTION IN NUMBER OF DROPOUT-YEARS FOR-YOUNGER DISABLED
WORKERS

SEC. 102. (a) Section 215bX2)(A) of the Social Security Act is 42 USC 415.
amended to read as follows:

"(2XA) The number of an individual's benefit computation years
equals the number of elapsed years reduced—

"(1) in the case of an individual who is entitled to old-age
insurance benefits (except as. provided in the second sentence of

this subparagraph), or who has died, by 5 years, and
"(ii) in thecaseof an- individual who is entitled to disability

insurance benefits, by the number of years equal to one-fifth of
such individual's elapsed years (disregarding any resulting frac-
tional part of a year), but not by more than 5 years.

Clause (ii), once applicabJe with respect to any individual, shaji
continue to apply for purposes of determining such individual s
primary insurance amount for.purposes of anysubsequent eligibilit
for disability or old-age insurance benefits unless prior to the mont
in which such eligibility begins there occurs a period ofat least 12
consecutive months for which he was not entitled to a disability or an
old-age insurance benefit. If an individual described in clause (ii) is
living with a child (of such individual or his çr her spouse) under the
age of 3 in any calendar year which is included in suh individual's
computation base years, bt4t which is not disregarded pu8iant to'
clause (ii) or to subparagraph () (in determining such individual's
benefit computation years) by reason of the reduction in the number
of such individual's elapsed years under clause (ii), the number b
which such elapsed years are reduced under this ubparagrap
pursuant to clause (ii) shall be increased by one (up to a combined
total not exceeding 3) for each such calendar year; except that (I) no
calendar year shall be disregarded by reason of this sentence (in
determining such individual's benefit computation years) unless the
individual was living with such child substantially throughout the
period, in which the child was alive and under the age of 3. in such
year and the individual had no earnings as described in section
203(fX5) in Such year, (II) the particular calendar years to be disre- 42 USC 403.
garded under this sentence (in determining such benefit computation
years) shall be those years (not otherwise disregarded under clause
(ii)) which, before the application of section 215(f), meet the conditions
of subclause (I), and (III) this sentence shall apply only to the extent
that its application would not result in a lower primary insurance
amount. The number of an individual's benefit computation years as
determined under this subparagraph shall in no case be less than 2.".

(b) Section 223(aX2) of such Act is amended by inserting "and 42 USC 423.
section 215(bX2XAiO" after "section 202(q)" in the first sentence. 42 USC 415, 402.

(c) The amendments made by this section shall apply only with 42 USC 415 note.
respect to monthly benefits payable on the basis of the wages and self-
employment income of an mthvidual who first becomeentitled to
disability insurance benefits on or after July 1, 1920; e;cept that the
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third sentence of section 215(b)(2)(A) of the Social Security Act(asAnte. P. 443. added by such amendments) shall apply only with respect th monthly
benefits payable for months beginning on or after July 1; 1981.

PROVISIONS RELATING TO MEDICARE WAITING PERIOD FOR: RECIPIENTS
OF DISABILITY BENEFITS

42 USC 426. SEC. 103. (a)(1XA) Section 226(bX2) of the Social Security Act is
amended by striking out "consecutive" in clauses (A) and (B).

(B) Section 226(b) of such Act is further amended by striking out
"consecutive" in the matter following paragraph (2).42 USC 1395c. (2) Section 1811 of such Act 1' amended by striking dut
"consecutive".

42 USC 1395P (3) Sectiop 1837(gXl) of such Act is améiided by striking out"consecutive".
45 USC 23 if. (4 Section 7(dX2Xii) of the Railroad 'Retirement Act of 1974 is

amended by striking out "consecutive" each place it appears.42 USC 426. (}j) Section 226 of the Social Security Act is amended by redesignat-
ing subsection (0 as subsection (g), and by inserting after subsection
(e) the following new subsection:

"U) For purposes of subsection (b) (and for purposes of sectionSupi-a. 1837(g)(1) of this Act and section 7(dX2Xii) of the Railroad RetirementSupra. Act of 1974),the 24 months for rwhich an individual has to have been
entitled to specified monthly benefits on the basis of disability in
order th become entitled to hospital ihsurance benefits on such basis
effective with any particular month (Or th be deemed th have enrolled
in the supplementary medical insurance program, on the basis of
such entitlement, by reason of section 1837(f)), where such individual
had been entitled to specified monthly benefits of the same type
during a previous period which terminated—

"(1) more than 60 months before the month in which his
current disability began in any case where such monthly benefits
were of the type specified in clause (AXi) or (B) of subgection (bX2),
or

"(2) more than 84 months before the month in which his
current disability began in any case where such monthly benefits
were of the type specified in clause (A)(ii) or (AXiii) of àuchsubsection,

shall not include any month which occurred during such previousperiod.".
42 USC 426 note. (c) The amendments made by this section shall apply with respect

to hospital insurance or supplementary medical insurance benefits
for services provided on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

CONTINUATION OF MEDICARE ELIGIBILITY

42 USC 426. SEC. 104. (a) Section 226(b) of the Social Security Act is amended—
(1) by, striking out "ending with the month" in the matter

following paragraph (2) and inserting in lieu thereof "endin
(subject to the last sentence of this subsection) with the month',and

(2) by adding at the end thereof the following new sentence:"For purposes of this subsection, an individuJ who has had aperiod of trial work which ended as provided in section42 USC 422. &2(cX4XA), and whose entitlement to benefits or status as a
qualified-railroad retirement beneficiary as described in para-
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graph (2) has subsequently terminated, shall be deemed to be
entitled to such benefits Ør to occupy such status (notwithstand-
ing.thetermination of such entitlement or status) for the period
of consecutive months throughout all of which the physical or -
mental impairment, on which such entitlement or status was
based, continues, and throughout all of which such individual
would have been entitled to monthly insuranôe benefits under
title II or as a qualified raikoad retirement beneficiary had such 42 USC 401.
individual been unable to engage in substahtiäl;gainful activity,
but not in excess of 24 suèh monthS.".

(b) The amendments made bysubsection (a) shailbecome effective Effective date.
on the first day of the sixth month which begins after the date of the 42 USC 426 note.
enactment of this Act, and shall apply with respect to any individual
whose disability has not been determined to have ceased prior to such
first day.

TITLE 111—PROVISIONS AFFECTING DISABILITY RECIPIENTS
• UNDER OASDI AND ssr PROGRAMS; ADMINISTRATWE
PRO VISIONS

CONTiNUED PAYMENT OF BENITS TO 1NDIVDUALS UNDER
VOCATIONAL REHABIUTATION WS

SEC 301 (aXi) Section 22 of the Social Security Act is amended by 42 USC 42,
inserting '(a)" after "SEc. 225.", andby adding at the end thereof the
following new subsection:

°(b) NotwtJstandirig any other provision of this title, payment to
an individuarof benefits based on disability (as described in the first
sentence of, subsection(a))shall..not be terminated or suspended
because the physical or mental inpairinent, on which the individ
ual s entzUement to such jenefits is based ha or maj have ceased

(I) such idividuaI is participating in an qpproved v6catzonal
rehabilitation program under a Stte plan approved under title I
of the Rehabilitation Act of 1973 and 29 USC 720

(2) the Conmissionr of Social Secirity determines that the
completion of such progarn, pr its continiatin for a specified
period of time, will increase the likejjioodt,hat such individual
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may (following his participation in such proram) be perma-
nently removed from the di8ability benefit rolls.'.

(2) Section 225(a) of such Act (as designated under subsection (a) ofAnte P 449 this section) is amended by striking Out "this 8ection" each place it
appears and inserting in lieu thereof "this subsection".

42 USC 1383. (b) Section 1631(a) of such Act is amended by adding at the end
thereof the following new paragraph:

"(6) Notwithstanding any other provision of this title, payment of
the benefit of any individual who is an aged, blind, or disabled
individual solely by reason of disability (as determined under section42 USC 1382c. l614(aX3)) shall not be terminated or suspended because the physical
or mental impairment, on which the individual's eligibility for such
benefit is based, has or may have ceased, if—

"(A) such individual is participating in an approved vocational
rehabilitation program under a State plan approved under title I29 USC 720. of the Rehabilitation Act of 1973, and

"(B) the Commissioner of Social Security determines that the
completion of such program, or its continuation for a specified
period of time, will increa8e the likelihood thatsuch individual
may (following his participation in such proram) be perma-
nently removed from the disability benefit rolls.'.

Effective date. (c) The amendments made by this section shall become effective on42 USC 425 note, the first day of the Sixth month which beins after the date of the
enactment of this Act, and shall apply with respect to individuals
whose disability has not been determined to have ceased prior to suchfirst day.

EXTRAORDINARY wORK EXPENSES DUE TO SEVERE DISABILITY

42 USC 423. SEc. 302. (a)(1) Sèction 223(dX4) of the Social Security At isamended by inserting Mer the third sentence the following new
sentence: "In determining whether an individual is able t engage insubstantial gainful activity by reason of his earnings, where his
disability is sufficiently severe to result in a functional limitation
requiring assistance in order for him to work, there shall be excluded
from such earnings an amount equal to the cost (to such individual) of
any attendant care services, medical devices, equipment, prostheses,
and similar items and services (not mcluding routine drugs or routine
medical services unless such drugs or services are necessary for the
control of the disabling condition) which are necessary (as deter-
mined by the Secretary in regulations) for that purpose, whether or
not such assistance is also needed to enable him to carry out his
normal daily functions; except that the amounts to be excluded shall
be subject to such reasonable limits as the Secretary may prescribe.".42 USC 1382c. (2) Section l6l4(a)(3)(D) of such Act is amended by inserting afterPost, P the first sentence the following new sentence: 'In detern,ining
whether an individual is able to engage in substantial gainful activity
by reason of his earnings, where his disability is sufficiently severe-to
result in a functional limitation requiring assistance in order for him
to work, there shall be excluded from such earnings an amount equal
to the cost (to such individual) of any attendant care services, medical
devices, equipment, prostheses, and similar items and services (not
including routine drugs or routine medical services unless such drugs
or services are necessary for the control of the disabling condition)
which are necessary (as determined by. the Secretary n regulations)for that purpose, whether or not Such assistance is also needed to
enable him to carry out his normal daily functions; except that the
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amounts to be excluded shall be subject to such reasonable limits as
the Secretary may prescribe.".

(b) Section 1612(bX4)(B) of such Act is amended by striking out 42 USC 1382a.
"plus one-half of the remainder thereof, and (ii)" and inserting in lieu
thereof the following: (ii) such additional amounts of earned income
of such individual (for purposes of determining the amount of his or
her benefits under this title and of determining his or her eligibility
for such benefits for consecutive months of eligibility after the initial
month of sucI eligibility), if such individual's disability is sufficiently
severe to result in a functional limitation requiring assistance in
order for him to work,. as may be necessary to pay the costs (to such
individuai) of attendant care services, medical devices, equipment,
prostheses, and similar items and services (not including routine
drugs or routine medical services unless such drugs or services are
necessary for the, control of the disabling condition) which are
necessary (as determined by the Secretary in regulations) for that
purpose, whether or not such assistance is also needed to enable him
to carry out his normal daily functions, except that the amounts to be
excluded shall be subject to such reasonable limits as the..Secretary
may prescribe, (iii) one-half of the amount of-earned income not
excluded after the application. of the preceding provisions of, this
subparagraph, and (iv)'.

(c) The amendments made by this section shall apply with respect 42 USC 423 note.
to expenses incurred on or after the first day of the sixth month
which begins after the date of the enactment of this Act.

REENTITLEMENT TO DIsABiLITY BENEFITs

SEC. 303. (a)(1) Section 222(cXl) 'of the Social Security Act is 42 USC 422.
amended by striking out "section 223 or 202(d)" ani inserting in lieu 42 USC 423. 402.
thereof "section 223, 202(d), 202(e), or 202(f)".

(2) Section 222(cX3) of such Act is amended by striking out the
period at the end of the first sentence and inserting in lieu thereof, or, in the case of an individual entitled to widow's or widower's
insurance benefits under section 202 (e) or (f) who became entitled to
such benefits prior to attaining age 60, with the month in which such
individual becomes so entitled. '.

(bX1XA) Section 223(aXl) of such Act is amended by striking out "or
the third month following the month in which his disability ceases."
at the end of the first sentence and inserting in lieu thereof flor,
subject to subsection (e), the termination month. For purposes of the
preceding sentence, the termination 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 determined by application of section 222(cX4XA), 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 impairmert, or (H) 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 substantial gainful activity.".

(B) Section 202(dXl)(G) of such Act is amended—
(i) by redesignating clauses (i) and (ii) as clauses (III) and (IV),

respectively, and



38

(ii) by striking out "the third month following the month in
which he ceases to be under such disability" and inserting in lieu

'12 USC 42L thereof ", or, subject to section 223(e), the termination month
(and for purposes of this subparagraph, the termination 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-

42 Usc 422. mined by application of section 222(c)(4XA), the termination
month shall be the earlier of (I) the third month following the
earliest month after the end of Buch 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 determined able to engage in substan-
tial gainful activity,".

42 usc 402. (C) Section 202(eXl) of such Act is amended by striking out "the
third month following the month in which her disability ceases
(unless she attains age 65on orbefore the last day of such third
month)." at the end thereof and inserting in lieu thereof", subject to
section 223(e), the termination month (unless she attains age 65 on or
before the last day of such termination month). For purposes of the
preceding sentence, the termination month for any individual shall
be the third month following the month in which her disability
ceases; except that, in the case of an individual whohas a period of
trial work which ends as determined by application of section

• 222(c)(4XA), the termination month shall be the eairlier 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 occur-
ring after the 15 months following such period of trial work in which
he engaes or is determined able to engage in substantial gainful
activity.

(D) Section 202(0(1) of such Act is amended by striking out "the
third month following the month in which his disability ceases
(unless he attains age 65 on or before the last day of such third
month)." at the end thereof and inserting in lieu thereof", subject to
section 223(e), the termination month (unless he attains age 65 on or
before the last day of such termination month). For purposes of the
preceding sentence, the termination 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 determined by application of section 222(cX4XA), 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 workin which he engages
or is determined able to engage in sub8tantial -gainful activity.".
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(2XA) Section 223 of such Act is amended by adding at the end 42 USC 423.
thereofthe following new subsection:

"(e) No benefit shall be payable under subsection (dX1XBX11),
(eX1XBXii), or(t)(1XBXLj) of section 202 or under subsection (aXl) of 42 USC 402.
this section to an individual for any month, after the third month, in
which he engages in substantial gainful activity during the 15-month
period following the end of his trial work period determined by
application of section 222(cX4XA).". 42 USC 422.

(B) Section 216(iX2XD) of &ich Act is amended by striking out "(jfl" 42 USC 416.
and all that folloWB And inserting in lieu thereof "(11) the month
preceding (I) the termination month (as defined in section 223(aXl)),
or, if earlier (II) the first month for which no benefit is payable by
reason of section 223(e), where no benefit is payable for any ofthe
succeeding months during the 15-month period teferred to in suchsection."

(cX1XA) Section l614(aX3) of such Aot is amended by addiig at the 42 USC 1382c.
end thereof the following new subparagraph:

"(F) For purposes of this title, an individual whose trial work period
has ended by application of paragraph (4XDXi) shall, subject to section
161 1(eX4), nonetheless be considered (except for purposes of section 42 USC 1382.
1631(aX5)) to be disabled through the end o the month preceding the 42 USC 188S.
termination month. For purposes of the preceding sentence, the
termination month for any individual shall be the earlier of (1) the
earliest month after the end of such period of trialwork with respect
to which such individual is determined to no longer be suffering from
a disabling physical or mental impairment, or (ii) the first month,

after the period of 15 consecutive months following the end of such
period of trial work, in which such individual engages in or is
determined to be able to engage in substantial gainful activity.".

(B) Section 1614(aX3XD) of such Act is amended by striking out Ante, p. 450.
"paragraph (4)" and insertfrig in lieu thereof "subparagraph (F) orparagraph (4)".

(2) Section 1611(e) of such Act is amended by adding at the end
thereof the following new paragraph:

"(4) No benefit shall bepayàble underthis title, except as provided
in section 1619 (or section 1616(cX3)), with respect to ai eligible Ante. pp. 445,individual or his eligible spouse who is an aged, blind, or disabled 46
individual solely by application of section 1614(aX3)(F) for any month, Supra.
after the third month, in which he engages in substantial gainful
activity during the fifteen-moith period following the end of his trial
work period determined by application of section 1614(aX4)(DXi).".

(d) The ainendmenth made by this setion shall become effective on Effective date.
the first day of the sixth month which begins after the thte of the 42 USC 402 note.
enactment of this Act, and shall apply with respect to any individual
whose disability has not been determined to have ceased prior to suchfirst day.

DISABILITY DETERMINAijONS; FEDERAL REVIEW OF STATE AGENCY
DEERMINAjON

SEC. 304. (a) Section 221(a) of the Social Security Act is amended to 42 USC 421.read as follows:
"(aX 1) In the case of any individual, the determination of whetheror not he is under a disability (as defined in section 216(i) or 223(d)) 42 USC 416. 423.

and of the day such disability began, and the determination of the day
on which such disability ceases, shall be made by a State agency,
notwithstanding any other provision of law, in any State that notifies
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the Secretary in writing that it wishes to make such disability
determinations commencing with such month as the Secretary and
the State agree upon, but only if (A) the Secretary has not found,
under subsection (bXl), that the State agency has substantially failed
to make disability determinations in accordance with the applicable
provisions of this section or rules issued thereunder, and (B) the State
has not notified the Secretary, under subsection (bX2), that it does not
wish to make such determinations. If the Secretary once makes the
finding described in clause (A) of the preceding sentence, or the State
gives the notice referred to in clause (B) of such sentence, the
Secretary may thereafter -determine whether (and, if so, beginning
with which month and under what conditions) the State may again
make disability determinations under this paragraph.

"(2) The disability determinations described in paragraph (1) made
by a State agency shall be made in accordance with the pertinent
provisions ofthjs titleand the standards and criteria contained in
regulations or other wiitten guidelines of the Secretary pertaining to
matters such as disability determinations, the class or classes of
individuals with respect to which a State may make disability
determinations (if it does not wish to do so with respect to all
individuals in the State), and the conditions under which it mayRegulations, choose not to make all such determinations. In addition, the Secre-
tary shall, promulgate regulations 'Specifying, in áuch detail as hedeems -appropriate, perforinaiice. standards and administrative
requirements and procedures to be followed in performing the dis-
ability determination function in order to assure effective and uni-
form administration of the disability insurance program throughout
the United States. The regulations may, for example, specify matters
such as—

"(A) the Rdministrative structure and the relationship between
various units of the. State agency responsible for disability
determinations,

(B) the physical location of and relationship among agency
staff units, and other individuals or organizations performing

- tasks for the State agency, and standards for the availability to
applicants and beneficiaries of facilities for making disabilitydeterminations,

"(C) State agency performance criteria, including the rate of
accuracy of decisions, the time periods within which determina-
tions.must be made, the procedures for and the scope of review by
the Secretary, and, as he finds appropriate, by the State, of its
performance in individual cases and in classes of cases, and rules
governing access of appropriate Federal officials to State offices
and to State records relating to its administration of the disabil-
ity determination function,.

"(D) fiscal control procedures that the State agency may be
required to adopt, and

• "(E) the submission of reports and other data, in such form andat such time as the Secretary may require, concerning the State
agency's activities relating to the disability determination.

Nothing in this section shall be construed to authorize the Secretary
to take any action except pursuant to law or to regulations promul-
gated pursuant to law.".

42 USC 421. (b) Section 221(b) of such Act is amended to read as follows:Disability
, "(bXl) If the Secretary finds, after notice and opportunity for adeterminations, hearing, that a State agency is substantially failing to make disability

determinations in a manner consistent with his regulations and other
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wrftten guidelines, the Secretary shall, not earlier han 180 days
following his finding, and after he has complied with the require-
ments of paragraph (8), make the disability determinations referred
to in subsection (aXl).

"(2) If a State, having notified the Secretary of its intent to make Notification to
disability determinations under subsection (aXl), no longer wishes to rY
make such determinations, it shall noti1r the Secretary in writing of
that fact, and, if an agency of the State is making disability determi-
nations at the'time such noticeis given, it shall continue to do so for
not less than 180 days, 'Oi'(if later) until the Secretary has complied
with the requirements of- paragraph -(3). Thereafter the Secretary
shall make the disability determinations rferred to iii subsection
(aXl). .

"(3XA) The Secretary shall, develop and initiate all appropriate Assumption of
procedures to nnplemet a plan with respect to any partial or State agency

complete assumption by the Sacretaq of the thsabillty determination
function from a State agency as provided in this section under which
employees of the affected Ste agency who are cpable of performing
duties in the disability determination process for the Secretary shall,
notwithstanding any other provision of law have a prefal,ence over
apy other individual' in filling an ppropriate ernploythent position
with the ,Secretry (sub,Jèct tO any system established by the Secre-
tary for determining hiring iority ,a,rioñg such employees of the
State agepcy) unless any such' employee is the administrator, the
deputy administrator or aSsistant administrator Wi- his equivalent)
of the t8te agency, in whkch cae the Secretary may accord such
prionty to such employee

"(B) The Secretary shall not make such assumptionof the disability State agency
determination function until,such time as the Secretary of Labor employees,
determines that, with respect to eiployeesMsuch State agency who by Secretary of
will be displaced from their employment on account of such assump- Labor.
tion by the Secretary and who will' hot be hired by the .Sedretary to
perform duties in.the disabi1itydeterminatioi process,'the State has
made fair and equitable arrangements to protect the interests of
employees so displaced. Such protective arranementh shall include
only those peovisions which ,are provided under all applicable F'ed-
ei-al State and local. statute,inaiuding, but not Iimitd to; (i) the
preservation of rights,' pri''ilegés, and benefits (inCltiding continu-
ation of pension rights and benfi±s) under' existing collective-
bargaining agreements; (ii) the continuation of collective-bargaining
rights; (iii) the assignment of'afTected employees to Other jobs orto
retraining programs (iv) the protection of individual employees
against a worsening of their positions with respect to their employ-
ment; (v) the protection.of health benefits.and other, fringe benefits;
and (vi) the provision of severance pay, as may 'be necessary.".

(C) Section 221(c) of such Act is amended to read as follows: 42 USC 421.
"(cXl) The Secretary may on his own motion or as required under Review.

paragraphs (2) and (8) review a determination, made by a State
agency under this'. section, that an individual is or, ja not under a
disability (as defined in section 216(i)'or 228(d)) and, as a result of such 42 USC 416, 428.

review, may modi such agency's determination and deterininethat
such individual either is or ia,not 'under;a disability (as so defined) or
thatsuch individual's disability began on a day earlier or later than
that determined by'such agency, or that such disability ceased on a'
day earlier or later than that determined by such agency A review by.
the Secretary on his own motion of a State agency determination
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under this paragraph may be made before or after any action is taken
to implement such determination.

"(2) The Secretary (in accordance with paragraph (3)) shall review
determinations, made by State agencies pursuant to this section, that42 Usc 416. individuals are under disabilities (as defined in section 216(i) or42 U5C 423 223(d)). Any review by the Secretary of a State agency determination
under this paragraph shall be made before any action is taken to
implement such determination.

"(3) In carrying out the provisions of paragraph (2) with respect to
the review of determinations, made by State agencies pursuant to
this section, that individuals re under disabilities (as defined in
section 216(i) or 22(d)), the Secretary shall review—

"(A) at least 15 percent of all such determinations made by
State agencies in the fiscal year 1981,

"(B) at least 35 percent of all such determinations made by
State agencies in the fiscal year 1982, and

"(C) at least 65 percent of all such determipations made b'
State agencies in any fiscal year after the fiscal year 1982.'.

42 Usc 421. (d) Section 22 1(d) of such Act is,athended by striking out "(a)" and
inserting in lieu thereof "(a), (b)"..

(e) The first sentence of section 221(e) of such Act is amended—
(1) by striking out "which ha8 an. areenent with the Secre

tary" and inserting in lieu thereof "which is making disability
determinations under subsection ()(1)",

(2) by striking out "as. may be mutually agreed upon" and
inserting in lieu thereof "as determined by the Secretary", and

(3) by striking Out "carrying out the agreement under this section"
and inserting in lieu thereof "making disability determinations
under subsection(aX1)".

(f) Section 221(g) of such'Act is amended—
(1) by striking out "has no agreement under subsection (b)" and

inserting i lieu thereof "does not undertake toperform disabil.
ity determinations under subsection (aXl), or which has been
found by.. the Secretary to have substantially failed to make
disability determinations in a manner consistent with his regula-
tions and guidelines", and

(2) by striking out "not included in an agreement under
subsection (b)" and inserting in-lieu thereof "for whom no State
undertakes to make disability determinations".

-

Report to (g) The Secretary of Health and Human Services shall implement aCongress. program of reviewing, on hi own motio, decisions rendered by42 USC 421 note, administrative law judges as a result of hearings under 8ection 221(d)
of the Social Security Act, and shall report to the Congress by
January 1, 1982, on his.progress.

Effective date. (h) The amendments made by subsections (a), (b), (d), (e), and (042 USC 421 note, shall be effective beginning with the twelfth month following theState moith in which this Act is enacted. Any State that, on the effectiveeetaf date of the amendments made by. this section, has in effect an
Health agreement with the Secretary of Health and Human Services underHuman Services, section 221(a) of the Social Security Act (as in effect prior to suchnotification, amendments) will be deemed to have given to the Secretary the

notice specified in section 221(aXl) of such Act as: amended: by this
section, in -lieu of continuing such agreement in effect after the
effective date of such amendments. Thereafter, a State may notify
the Secretary in writing that it no longer wishes to make disability
determinations,effectjve not less than 180 days after the-notificationisgi'ven.
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(i) The Secretary of Health and Human Services shall submit to the Plan, submittal
Congress by July 1, 1980, a detailed plan on how he expects to assume to Congress.
the functions and operatjona of a State disability determination unit 42 USC no
when thi.& becomes necessary under the amendmenta made by this
section, and how he intends to meet the requirementa of section
221(bX3) of the Social Security Act. Such plan should assume the 42 USC 421.
uninterrupted operation of the di8ability determination function and
the utilizatiofl, of the best qualified persànnel to carry out stch
function. If any amendment of Federal law or regulation is required
to carry out such plan, recommendations for such amendment should
be included in the report.

INEORMAON TO ACCOMPANY SECRETARY'S DECISIONS

Sc. 305. (a) Section 205(b) of the Social Security Act is amended by 42 USC 405.
inserting after the first sentence the following new sentence: "Any
such decision by the :Sre which mnvolve a determination of
disability and which is in whole or in part unfavorable to such
individual 8hall cofitain a statement of thecase,'in. Uthlerstandable
language, settng forth a di&ission of the evidence, and stating the
Secretary's determination and the reason or reasons upon which it is
based.":

(b) Section 163 1(cXl) of such Aët is amended by fnerting after the 42 USC 1383.
first sentence thereof the following new sentence: "Any 9uch decision
by the Secretary which involves a determination of disability and
whkh is in whole Or iii part unfavorable to such individual ahall
contain a statement of the àse, in understandable language, setting
forth a discussion of the evidence, and stating the Secretary's deter-
mination and the toason or reasons upon which it is based.".

(c) The aniendments made by this section shall apply with reapect 42 USC 405 note.
to decisions made on or after the first day ofthe 13th month follo*ing
the month In which this Act is enacted.

LIMITATION ON PROSPEC'l E EFFECI' OF APPUCATIO?

SEc. 306. (a) Section 202(jX2) of the Social Securfty Act is amended 42 USC 402.
to read as follows:

"(2) An application for any monthly benefits under this Section
filed before the f1rt month in which the applicant satisfies the
requirements for 8uchbenefit.s shall be deemed a valid application
(and shall be deemed to have beenfl1ed in such first month) only if the
applicant satisfies the requirementa for such benefita before the
Secretary makes a final decision on the application and no request
under section205(b) for notice and opportunity foj a hearing thereon 42 USC 405.
is niade or, if such.a request is made1 before a decision based-upon the
evidence adduced at the hearing is made (regardless of whether such
decision becomes thefinal decision of the Secretary).".

(b) Section 216(iX2J(G) of such Act Is amended— 42 USC 416.
(1) by iiserting "(and shall be deemed to have been filed onsuch first day)" immediately after "shall be deemed a valid

application" z* the flr8t sentence,
(2) by striking out the period at the end of the first sentence

and inserting in lieu thereof "and no request under section 205(b)
for notice and opportunity for a hearing thereon is made or, if
such a request is made before a decision based üpoh .the evidekice
adduced at the hearing is made (regardless of whether such
decision becomes the final decision of the Secretaxy).", and
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(3) by striking out the second sentence.
42 USC 423. (c) Section 223(b) of such Act is amended—

(1) by inserting "(and shall be deemed to have been filed in
such first month)' immediately after "shall be deemed a valid
application" in the first sentence,

(2) by striking out the period at the end of the first sentence
and inserting in lieu thereof "and norequest under section 205(b)
for notice and opportunity for a hearing thereon is made, or if
such a request is made, before a decision báed upon the evidence
adduced at the hearing is made (regardless of whether such
decision becomes the final decision of the Secretary).", and

(3) by striking out the second sentence.
42 USC 402 note. (d) The amendments made by this section shall apply to applica.

tiona filed after the month in which this Act is enacted.

UMITATION ON COURT REMANDS

SEc. 307, The sixth sentence of iectión 2O5(g) bf the Social Security42 USC 405. Act is amended bystriking out all that precedes "and the Secretary
sha11' and inserting in lieu thereof.the following: "The court may, on
motion of the Secretary made for good cause shown before he files his
answer, remand the case to the Secretary for further action by the
Secretary, and it may at any time order additional evidence to be
taken before the Secretary, but only upon a showing that there is new
eidence which is material and that there is good cause for the failure
to incorporate such evidence into the record in a prior proceeding;".

TIME UMITATION5 FOR DECISION8 ON BENEFrF CLAIMS
Report to SEc. 308. The Secretary of Health and Human Services 8hallCongress. submit to the Congress, no later than July 1 1980k a report recom-42 USC 401 note, mending the establishment of appropriate time limitations governing42 USC 401. decisions on claims for benefits under title II of the Social Security

Act. Such report shall specifically recommend—
(1) the maxxnuin period of time (after application for a pay-

ment under such title is filed) within which the initial decision of
the Secretary as to the rights of the applicant should be made;

(2) the maximum period of time (after application for reconsid-
eration of any decision described in paragraph (1) is filed) within
which a decision of the Secretary on such reconsideration should
be made;

(3) the maximum period of time (after a request for a hearing
with respect to any 'decision described in paragraph (1) is filed)
within which a decision of the Secretary upon such hearing
(whether affirming, modifying, or reversing such decision) should
be made; and

(4) the maximum period of time (after a request for review by
the Appeals Council with respect to any decision described in
paragraph (1) is made) within which the decision of the Secretary
upon such review (whetber affirming, modifying, or reversing
such decision) should be made.

In determining the time limitation,4 to be recpmmended,the Secre-
tary shall take into account both the need for expeditious processing
of claims for benefits and the need to assure that all such claims will
be thoroughly considered and accurately determined.
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PAYMENT FOR ]XKSTING MEDICAL EVIDENCE

SEC. 309. (a) Section 223(d)(5) of the Social Security Act is amended 42 USC 423.
y adding at the end thereof the following new sentence: "Any nor.-
Federal hospital, clinic, laboratory, or other jrovider of medical
services, or physician not in the employ of the Federal Government,
which supplies medical evidence required and requested by the
Secretary under this paragraph øháll be entitled to payment from the
Secretary for the reasonable cost of providing Buch evidence.".

(b) The amendmentmade by sub3ection (a) ehall apply with respect 42 USC 423 note.
to evidence requested on or aftth the first day of the sixth month
which begins after the date of the eactrnent of this Act

PAYMENT 01? CERThXN TRAVgL EXPENSES

SEc. 310. (a) Section 201 of the Social Security Act is amended by 42 USC 401.
adding at the end thereof the following new subection

"U) There are authorized to be made availablo;for expenditure, out
of the Federal Old.'Age and Survivors Insurance TrusFund, or the
Federal Disabilityinsurance Trust Fund (as determined appropriate
b' the Secretary), such amounts as are required to pay travel
expenses, either on an actual cost. or commuted-basis, to Individuals
for travel incident to medical examinations re4uested by the Secre
t.ary in connection with disability determinations under this title, and
to parties, their representãtrves, and all reaonablynecessary wit-
nesses for travel within the United States (as defined in section 210(i)) 42 USC 410.
to attend reconsideration interviews and proceedings before adminis-
trative law judges witFi respect to any detèrminatión under this title.
The amount available under the p1eceding sentence for payment for
air travel by any person 8hall not exëeed the coach fare for air travel
between the points involved unless the use of first-class accommoda-
tions is required (as determined under regulations of the Secretary)
because of such person's health condition or the unavailability of
alternative accommodations; and the amount available for payment
for other travel by any person shall not exceed the cost of travel
(between the pomts involved) by the most economicaland expeditious
means of transportation appropriate to such person health Condi-
tion, as specified in such regulations.".

(b) Section 1631 of such Atis amended by adding at the end thereof 42 USC 1383.
the following new subsection:

'Payment of Certain Travel Expenses

"(Ii) The Secretary shall pay travel expenses, either on an actual
cost or commuted basis, to mividua1s for travel incident to medical
examinations requést€d by the Secretary in connection with disabil-
ity determinations under thi8 title, and to parties, their reresenta-
fives, and all reasonably necessary witnesses for travel within the
United States (as defined in section 1614(e)) to attend reconsideration 42 USC 1882c.
interviews and proceedings before administrative law judges with
respect to any determinatrnn under this title. The amount available
under the preceding sentence for payment for air travel by any
person shall not exceed th coach fare for air travel between the
points involved unless the use of first-class accommodations is
required (as determined uide regulations of the Secretary) because
of such person's heakh condition or the unavailability of a1ternatie
accommodatlon8; and the mouit available for payment for other
travel by any person shall ot exceed the cost of travel (between the
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points involved) by the most economical and expeditious means of
transportation appropriate to such person's health condition, as
specified in such regulations.".

42 Usc 13951. (c) Section 1817 of such Act is amended by adding at the end thereof
the following new subsection:

Travel expenses, "(1) There are authorLzed to be made available for expenditure out;utor1zedtrt of the Trust Fund such amounts as. are required to pay travel' "
expenses, either on an actual cost or commuted basis, to parties, their
representatives, and all reasonably necessary witnesses for travel

42 USC 410. within the United States (a defined in1 section 210(1)) to attend
reconsideration interviews and proceedings before administrative
law judges with respect to any determination under this title. The
amount avai1abe under the preceding 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 firstclass accommoda-
tions is required (s determined under regulations of the Secretary)
because ofsuch person's health condition or the unavailability of'
alternative accommodations; and the amount available for payment
for other travel by any person shall not exced the cost of;travel
(between the pQint8 involved) by the most economical and expditious
means, of transportation appropriate to such persons health cOndi-
tion, a specified in such regulations.".

?EOD1C O DI5AB PRM1NAON5
42 Usc 421. SEc. 311. (a).Section22l of the Soial Seurity Act is mended by

adding at the end thereof the following ewubsection
"(i)in any case where an individual ispr haà been determinedto be

under a disability, the case shall be reviewed b' the applicable State
agency or the Secretary (as may be appropriate), for purposes of
continuing eUgibility, at least onpe every 3 years; except that where a
finding has been made that such disability is permanent, such
reviews shall be made at such times as the Secretary determines to be
appropriate. Reviews of cases •uner the preceding sentence shall be
in addition to, and shall not be considered as a substitute for, .any
other. reviews which are required or provided for under or in the
administration of this title.".

Effective date. (b) The amendment made by subsection (a) shall become, effective
42 U5C 421 note, on January 1, 1982.

REPORT BY SECRETARY

5ubmittal to SEC. 312. The Secretary of Health and Human Services shall
Congress. submit to the Congres8 not later than January 1, 1985, a full and42 USC 401 note, complete report as to the effects produced by reason of the preceding

provisions of this Act and the amendments made thereby.
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AUThORrY FOR DEMONSTRATION PROJECTS

SEC. 505, (aXl)'The Secretary of Health and Human Services shall 42 Usc 1310develop, and' carry out experiments and demonstration projects note.
designed to determine the relative advantages and disadvantages of(A) various alternative.. möthods of' treating The work activity of

disabled beneficiaries undeT the oldage, survivors, and disability
insurance program, including suciunethods as a reduction in benefits
based on earnings, designed to enôourage the return t6 work of
disabled beneficiaries and (B) altering other limitations and condi-
tions applicable to such disabled beneficiaries (including, but notlimited to, lengthening the.trial work period, altering the 24-month
waiting period for. medicare benefits, altering the manner in whichsuch program is administered, earlier referral ofbeneficiaries for
rehabilitation and greater use of employers and others to develop,
perform, and otherwise stimulate new forms çf rehabilitation), to theend that savings will accrue to the; Trust. 'Funds, o to otherwise
promote the objectives or facilitate the administration Of title!! of theSocial Security Act. 42 usc 401.

(2) The experiments and demonstration projects developed' under
paragraph (1) shall be of sufficient scope and shall be carried out on a
wide enough scale to permit a thorough evaluation of the alternative
methods under consi4eration while giving assurance that the resultsderived from the experiments and projects will obtain generally in
the operation of the disability insurance program without commit.ting such program to the adoption of any particular system eitherlocally or nationally.

(3) In the case of any experiment or demonstration project under
paragraph (1), the Secretary may waive compliance with the benefit
requirements of titles II and XVIII of the Social SecurityAct insofar 42 usc 401,
as is necessary for a thorough evaluation of the alternative methods 1395.
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under consideration. No such experiment or project shall be actually
placed in operation unless at least ninety days prior thereto a written
report, prepared for purposes of notification and information only
and containing a full and complete description thereof, has been
transmitted by the Secretarr to the Committee on Ways and Means
of the House of 1epresentatives and to the Committee on Finance of
the Senate. Periodic repoEts on the progress of such experiments and
demonstration projects shall be submitted by the Secretary to such
committees, When appropriate, such reports shall include detailed
recommendations for changes in administration or law, or both, tc
carry out the objectives stated in paragraph (1).

Report to (4) The Secretary shall submit to the Congress no later than
Congress. January 1, 1983, a report on the experiments and demonstration

projects with respect to work incentives carried out under this
subsection 'together with any related data and materials which he
may consider appropriate.

42 Usc 401. (5) Section 201 of the Social Security Act is amended by adding at
the end thereof (after the new subsection added by section 310(a) of

Ante, P 49 this Act) the following new subsection:
"(k) Expenditures made for 'expeiiments and demonstration proj-

ects under èection 505(a) of the Social Security Disability Amend-
Ante, p. 473. ménts of 1980 shall be made from the Federal Disability Insurance

Trust Fund and the Federal Old-Age and Survivors Insurance Trust
Fund, as determined appropriate by the Secretary.".

42 USC 1310. (b) Section 1110 of the Social Secirity Act is amended—
(1) by inserting "(1)" after "SEC. 1110. (a)";
(2)by striking out "for (1)" an4 "(2)" and inserting in lieu

thereof "for(A)' and "(B)", respectively;
(3) by rédesignating subsections (b) and (c) as paragraphs (2)

and (3), respectively;
(4) by striking out "under subsection (a)" each place it appears

and inserting in lieu thereof "under paragraph (1)";
(5) by striking out "purposes of this section" and inserting in

lieu thereof "purposes of this subsection"; and
(6) by adding at the end thereof the following new subsection:

Waiver. "(b)(1) The Secretary is authcrized to waive any of the require-
42 USC 1381. ments, conditions, or limitations of title XVI (or to waive them only

for specified purposes, or to impose additional requirements, condi-
tions, or limitations) to such extent and for such period as he finds
necessary to carry out one or more experimental, pilot, or demonstra-
tion projects which, in his judgment, are likely to assist in promoting
the objectives or facilitate the administration of such title. Any costs
for benefits under or administration of any such project (including
planning for the project and the review and evaluation of the project
and its results), in excess of those that would have been incurred
without regard to the project, shall be met by the Secretary from
amounts available to him for this purpose from appropriations made
to carry out such title. The costs of any such project which is carried
out in coordination with one or more related projects under other
titles of this Act shall be allocated among the appropriations avail-
able for such projects and any Trust Funds involved, in a manner
determined by the Secretary, taking into consideration the programs
(or types of benefit) to which the project (or part of a project) is most
closely related or which the project (or part of a project) is intended to
benefit. If, in order to carry out a project under this subsection, the
Secretary requests a State to make supplementary payments (or

42 USC 1882e. makes them himself pursuant to an agreement under section 1616),
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or to provide medical assistance under its plan approved under titleXIX, to individuals who are not eligible therefor, or in amounts or USC I9under circumstances in which the State does not make such pay-ments or provide such medical assistance, the Secretary shall reim-burse such State for the non-Federal share of such payments orassistance from amounts appropriated to carry out title XVI. 42 USC 1*I."(2) With respect to the participation of recipients of supplemental
security income benefits in experimental, pilot, or demonstrationprojects under this subsection—

"(A) the Secretary is not authorized to carry out any projectthat would result in a substantial reduction in any individual's
total income and resources as a result of his or her participation
in the project;

"(B) the Secretary may not require any individual to partici-pate in a project; and he shall assure (i) that the voluntary
participation of individuals in any project is obtained through
informed written consent which satisfies the requirements for
informed consent established by the Secretary for use in anyexperimental, pilot, or demonstration project in which human
subjects are at risk, and (ii) that any individual's voluntary
agreement to participate in any project may be revoked by such
individual at any time;

"(C) the Secretary shall, to the extent feasible and appropriate,
include recipients who are under age 18 as well as adult recipi-ents; and

"(D) the Secretary shall include in the projects carried outunder this section such experimental, pilot, or demonstrationprojects as may be necessary to ascertain the feasibility of
treating alcoholics and drug addicts to prevent the onset of
irreversible medical conditions which may result in permanentdisability, including programs in residential care treatment
centers.".

(c) The Secretary shall submit to the Congress a final report with Report orespect to all experiments and demonstration projects carried outunder this section no later than five years after the date of the noteenactment of this Act.

ADDITIONAL FUNDS FOR DEMONSTRATION PROJECr RELATING TO ThE
TERMINALLY ILL

SEC. 506. (a) The Secretary of Health and Human Services is 42 USC 139511authorized to provide for the participation, by the Social Security note.
Administration, in a demonstration project relating to the terminallyill which is currently being conducted within the Department ofHealth and Human Services. The purpose of such participation shallbe to study the impact on the terminally ill of provisions of thedisability programs administered by the Social Security Administra-
tion and to determine how best to provide ser;ices needed by personswho are terminally ill through programs over which the Social
Security Administration has administrative responsibility.

(b) For the purpose of carrying out this section there are authorjJ Appropriationto be appropriated such sums (not in excess of $2,000,000 for any fiscal authorization.year) as may be necessary.

* : * * *
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SUMMARY OF COSTS AND SAVINGS ESTIMATES
ON DISABILITY INSURANCE PROVISIONS OF PUBLIC LAW 96—265

TABLE A—ESTIMATED EFFECT ON OASDI EXPENDITURES BY PROVISION, FISCAL YEARS 1980-85

un mliffonij

Fiscal year—
Provision

Limitation on total family benefits for disabled-worker families (Sec. ID!), effectIve July 1980:
Benefit payments

—$3.. —$83 $9 —$309 —$576Reduction in number of dropout years for younger
disabled workers (Sec. 102), eftectvo July 1980:
Benefit payments

—I —32 •—76 —132 —193 —268Childcare dropout, effective July 1981:
Benefit payments

I 8 12 17Administrative costs
I 1 1 1Continuing DI benefits for persons in V R. plan (Sec.

301), effective December 1980:
Benefit payments

I 2 2 2 2AdminIstrative costs
(I)Deductions of impairment related work expenses -

(Sec. 302), effective DeCember 1980:
Benefit payments..

I 5 9 13 17Administrative costs
— (I) () (I) (I) ()Federal review of State agency allowances (Sec. 304): 2

Benefit payments
—2 —18 —66 —119 —180Administrative costs

9 13 13 14More detailed notices specIfying reason for denial of
disability claim (Sec. 305), effective July 1981:
Administrative costs

6 18 19 20 21Payment for existing medical evidence (Sec. 309),
effective December 1980: Administrative costs 19 22 23 24 25Periodic review of continuing eilgibilfty for disabHity
benefits (Sec. 311), effecnve January 1982:

Benefit payments
—2 —28 —70 —118Administrative costs

-(I) 43 , 53 — 55
Total net effect on OASDI expenditures: 3

Benefit payments
—114 —273 —516 ',Administrative costs

26 93 109 133 118
Total ._—4 —88 —180 —407 988

Other: Reduction in interest income due to change
in timing of deposits from State and local govern-
ments (Sec. 503)

'Cost or saving of less than $1,000,000.
2 The effective dates for Federal

preeffectuation review would be as follows: a IS-percent review of State agency allow-ances and continuances made In fiscal
year 1981, a 35-percent review of such aHowances

in fiscal year 1982 and a 65.percent review in fiscal year 1983 and thereafter.
3 Does not include demonstraon

authority expenditures under sec. 505. Actual exfienditures under sec. 505 willdepend on design of approved ProJts,
but costs have been estimated to be as high as $15,000,000 annUally.

Notes: (I) A positive figure represents
additional benefit.payments, and a negative figure represents a reduction nbenefit payments. (2) The above estimates are based on the economic

assumptions underlying the March -update of thePresident's 1981 budget. -

Source: Socal Security Admihjtration,
Office of the Actuary,JuJy II, 1980.

27 25 27 29 32
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TABLE B—CHANGE IN ACTUARIAL BALANCE OF THE OASDI PROGRAM OVER THE LONG—RANGE PERIOD

(1919—2053) BY PROVISION

(Percentage, of payroll costsl

Desciiption of item OASI Dl OASDI

Cost of social security system under present law
Balance under present law

Changes of the bill:
Limitation on total family benefits for disabled-worker families (85/

150)
Reduction in number of dropout years for younger disabled workers..
Childcare dropout years
Continuing Dl benefits for persons in VR plans
Deduction of impairment-related work expenses from earnings In

determining SGA
Federal review of State agency determinations
Periodic review of disabled beneficiaries
Miscellaneous

Total, net effect of changes -

Balance under conference commIttee bill

11.41
—1.41

1.92
.21

13.38
—1.20

(I)
.01
(I)
(I)

(I)
(5)
(5)
(I)

.

.05
—.01

(I)

—.01
. 05
. 03
(I)

.19

.
.06

—.01
(I)

—.01
. 05
.03
(I)

.20.01
—1.40 .40 —1.00

1 Cost effect less than 0.005 percent of taxable payroll.

Note: These estimates are based on the intermediate (alternative II) assumptions of the 1919 trustees report

Source: Office of the Actuary, Social Security Administration, May 22, 1980.
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Social Security Disability Amendments of 1980:
Legislative History and Summary of Provisions*

This article describes the legislative history of Public Law
96—265, the Social Security Disability Amendments of 1980,
and contains a summary of the provisions of the new law. In
passing these major disability insurance and supplemental
security income provisions, the Congress hoped to improve the
equity of the program, remove disincentives to rehabilitation
and work, increase positive work incentives, and strengthen
program administration. Other provisions were intended to
strengthen and improve the administration of both the aid to
families with dependent children and the child support enforce-
ment programs.

On June 9, 1980, President Carter signed into law
H.R. 3236 (Public Law 96—265), the Social Security
Disability Amendments of 1980. The President's sign-
ing statement described the legislation as "a balanced
package, with amendments to strengthen the integrity
of the disability programs, increase equity among bene-
ficiaries, offer greater assistance to those who are trying
to work, and improve program administration." In
addition, the bill contains amendments designed to
strengthen and improve the administration of both the
aid to families with dependent children (AFDC) and
the child support enforcement (CSE) programs.

The major provisions affecting the old-age, survivors,
and disability insurance (OASDI—tjtle II or, in this
article, DI) and supplemental security income
(SSI—title XVI) disability programs are as follows:

I. RevisiOns of the DI benefit structure to—

A. Establish a maximum family disability benefit at
the lesser of 85 percent of the average indexed
monthly earnings (AIME), or 150 percent of the
primary insurance amount (PIA), but no less than
100 percent of the PIA. The new DI family max-
imum is designed to ensure that beneficiaries and
their families will not receive benefits significantly
higher than the worker's predisability net earnings.
B. Make the number of years that can be dropped
from the computation (averaging) period
proportional to the age of the disabled worker (1

* Prepared by the staff of the Office of Legislative and Regulatory
Policy, Office of Policy. Social Security Administration.

year can be disregarded for each 5 years after age
21 up to the year in which the worker becomes
disabled, with a maximum of 5 dropout years).
The proportional dropout years provision is de-
signed to assure that workers with comparable
wage histories receive comparable benefits, regard-
less of the age at which they become disabled.

2. A number of provisions designed to encourage
disabled beneficiaries to attempt to return to work.
These work incentives are provided by a phased sched-
ule under which cash and nedical support will be
withdrawn gradually as earnings rise. The major
incentives will—

A. Deduct extraordinary impairment-related work
expenses from a disabled individual's earnings for
purposes of determining whether the individual is
engaging in substantial gainful activity. (Applies
to both DI and SSI.)
B. Provide a 15-month "reentitlement" period,
following the 9-month trial work period, during
which a disabled beneficiary can become automat-
ically reentitled to disability benefits if a work
attempt is not successful. (Applies to both DI and
SSI.)

C. Extend the trial work period, previously appli-
cable to disabled workers and childhood disability
beneficiaries, to disabled widow(er)s. (Applies
only to DI.)

D. Provide Medicare coverage for 36 months after
cash benefits cease for a worker who is engaging in
substantial gainful activity but has not medically
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recovered. The first 12 months of this 36-month
period are part of the automatic reentitlement
period that is discussed in B above. (Applies only
to DI.)

E. Eliminate the secohd• 24-month Medicare wait-
ing period for an ffldl.vtdual who again becomes
disabled and entitled to disability benefits within a
certain period of time. (Applies only to DI.)
F. Authorize demonstration projects as follows:

(1) A 3-year experiment to provide special cash
benefit payments, Medicaid, and social services
to SSI disability recipients who have completed
their trial work periods and continue to earn in
excess of the amount allowed for substantial
gainful activity (SGA). The special cash ben-
efits would end when the countable income
reached the "breakeven" point (the point at
which income reduces payments to zero). Blind
or disabled SSI recipients will continue to be
eligible for Medicaid and social services even if
income above the "breakeven" point causes
them to stop receiving cash benefits under cer-
tain circumstances. (Applies only to SSI.)
(2) A 3-year pilot project of an optional pro-
gram of grants to the States for medical assist-
ance and social services to severely handicapped
persons who have earnings in excess of SGA;
who do not qualify for DI or SSI benefits,
Medicaid, or social services otherwise; and who
need these services to continue working. (Ap-
plies to both DI and SSI.)

(3) Authority for the Secretary of Health and
Human Services to conduct experiments and
demonstrations to test the effectiveness of various
ways of encouraging disabled beneficiaries to
return to work. (Applies to both DI and SSI.)

3. A series of provisions designed to improve DI and
551 program administration by strengthening the dis-
ability determination and adjudicatory process. The
major provisions require the Secretary to—

A. Issue regulations specifying performance stand-
ards and administrative requirements and proce-
dures to be followed by the States in performing
the disability determination function.

B. Assume the disability determination function
from a State agency if either (1) the State agency
substantially fails to make disability determinations
in a manner consistent with the regulations and
other written guidelines, or (2) the State agency
notifies the Secretary that it no longer wishes to
make disability determinations.

C. Review a specified percentage of State agency
determinations before benefits can be paid.

D. Review the status of a disabled individual,
unless the disability has been found to have been
permanent, at least once every 3 years.

Additional provisions designed to improve program
administration would—

E. Implement a program of reviewing, on the
Secretary's own motion, decisions rendered by ad-
ministrative law judges in disability cases and to
report to Congress on the progress of the program.

F. Permit the Secretary to revise a State agency
decision and make it more favorable to the claim-
ant.

0. Foreclose the introduction of new evidence in
OASDI claims after decisions are made at hearings.

H. Permit old-age, survivors, and disability insur-
ance cases to be remanded from the courts on the
Secretary's own motion only for "good cause"
shown, and on the court's motion only if there is
new and material evidence that was not previously
submitted and "good cause" exists for not having
submitted that evidence.

4. Provisions affecting the AFDC and CSE programs
are revisions that would—

A. Strengthen the work incentive (WIN) program.
B. Allow the use of the Internal Revenue Service to
collect child support for non-AFDC as well as
AFDC families.

C. Change the authority to disclose certain infor-
mation under AFDC and social services.

D. Permit Federal matching for child support
activities performed by court personnel.

E. Increase Federal matching for child support and
AFDC management information systems.

F. Provide access to wage information for the child
support program.

Background and Legislative History
During the early 1970's, the disability incidence

rates—the number of disability awards in relation to the
insured population—increased significantly and resulted
in substantial increases in the cost of the disability
program. In its 1973 report, the Board of Trustees of
the Social Security Trust Funds noted the significant
increase in the cost of the DI program resulting from
higher disability incidence; the Trustees stated that if
the trend of higher disability rates continued, the resul-
tant cost increase of the disability program would be of
sufficient magnitude to require additional financing.

During the next several years, both the admiñis-
tration and Congress studied the question of why the
disability rates were increasing and what changes might
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be made in the DI program. Between 1973 and 1978,
the administration convened several internal work
groups that closely scrutinized the disability claims
process—from the initial interview in the district office,
through the appeals process, to the final decision ren-
dered by the Secretary. These work groups made
numerous recommendations for improving the adminis-
tration of the disability program. Many of those
recommendations were implemented administratively;
others required legislative changes.

Simultaneously with the administration's actions, the
Congress was also considering the question of disability
reform. Numerous bills focusing on problems in the
disability programs were introduced. Representative
James Burke, Democrat of Massachusetts, who was
Chairman of the House Subcommittee on Social Secu-
rity from 1976 to 1978, introduced billsl in both the

• 94th Congress (1975—76) and the 95th Congress
(1977—78), but final congressional action was never
taken on these bills.

In 1978, the House Ways and Means Subcommittee
on Social Security held hearings at which the Social
Security Administration representatives testified about
problems in Federal-State relationships and the quality
assurance procedures in the DI program. Subsequently,
in September 1978, the Subcommittee reported a bill2
designed to address these and other problems in the
disability insurance program. Congress adjourned, how-
ever, without taking action on the bill.

While the House Subcommittee on Social Security
was concentrating on the DI program, the House Ways
and Means Subcommittee on Public Assistance and
Unemployment Compensation turned its attention to
the SSI program. During the 95th Congress, the
Subcommittee heard testimony about problems that the
disabled face in attempting to enter the labor market
and how the SSI program presented disincentives for
those disabled recipients who wanted to seek gainful
employment. The House eventually passed two bills3
designed to remedy this situation and to improve the
administration of the SSI program, but the Senate
adjourned without taking action on those bills.

Projections of the Board of Trustees in 1977 indicated
that the combined cash benefit trust funds would be
exhausted early in the 1980's unless remedial action was
taken. The administration developed proposals de-
signed to restore fiscal integrity to the social security
programs. Congress responded to these fiscal concerns
and passed the financing and decoupling amendments
of 1977, which were enacted into law.4 Although some
members of Congress wanted to include disability "re-
form" legislation at the time, it was decided to consider
the disability reform issues separately in the future. In
its report on the Social Security Amendments of 1977,5
the House Committee on Ways and Means warned that,
with regard to the DI program, "attention must still be
focused on why the costs of the program have risen so
rapidly to a level far greater than anticipated. The
possibility of not only reducing the cost of the programs
but also making it more susceptible to administrative
control must be thoroughly explored."

The disability bills that had been introduced in the
Congress in 1976—78 focused the congressional eye on
the disability program issues most in need of attention.
These bills also set the stage for concerted congressional
effort to resolve those issues when the 96th Congress
convened in 1979.

Carter Administration's
RecommendatIons

In 1979, the administration recommended numerous
legislative changes to Congress. These proposals were
included in the administration's "Disability Insurance
Reform Act of 1979," which was introduced in the
House of Representatives as H.R. 2854 by J. J. Pickle,
Democrat of Texas, Chairman of the House Ways and
Means Subcommittee on Social Security, and the
Subcommittee's ranking Republican, William Archer,
Republican of Texas, on March 13, 1979. The following
proposals were included:

I. Benefit Equity

A. Maximum family benefits in DI cases: The
amount of benefits that a disabled worker and
family could receive would be limited to 80 percent
of the average indexed monthly earnings (AIME)
used to determine the worker's benefit or, if great-
er, 100 percent of the PIA. As under prior law, the
worker would receive the full amount of the work-
er's benefit, but the benefit amount of the aux-
iliaries would be reduced so that the total family
benefit would not considerably exceed the worker's
predisability earnings.

4P.L.95—.216 (H.R. 9346).
5 House of Representaüves Report No. 95—702, Part 1.

I H. R. 15630 and H. R. 8076, the so-called Burke disability bills,dealt primarily with financial issues, the definition of disability, the
Federal-State relationship, work incentives for disabled individuals
and a limitation on rehabilitation expenditures.

2 H. R. 14084 included provisions that would have increased equity
in the benefit structure by limiting the total DI family benefits payable
and providing for a variable number of dropout years, provided work
incentives by extending the trial work period, and improved Federal-
State program administration by requiring preefectuatjon review.

H. R. 7200 included provisions relating to the receipt of SSI
payments by aliens, the deeming of parents' income to disabled and
blind children, and the finding of presumptive disability for those
disabled individuals who had previously received SSI disability
payments; and H. R. 12972 included provisions to increase the
earnings limitations under SSI and to provide an income disregard for
work-related expenses and attendant care costs.
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B. Proportional dropout years: Because the admin-
istration wanted to assure that workers with com-
parable wage histories receive comparable benefits,
regardless of the age at which they become djs-
abled, it recommended that the number of dropout
years be proportional to the age of the worker at
the time of disablement (as an indication of the
length of the worker's career). For example, the
proposal allowed workers who became disabled at
age 30 to drop 1 year of low (or no) earnings in
computing their benefit, while workers who be-
came disabled at age 47 or older were allowed to
drop the maximum of 5 low (or no) earnings years
in computing their benefit.

2. Work Incentives

A. Work expense deductions: The cost incurred by
a disabled DI or SSI beneficiary for impairment-
related work expenses, services, devices, and at-
tendant care costs necessary to engage in gainful
activity would be deducted from the beneficiary's
earnings in determining SGA. (If the care, ser-
vices, or items were furnished without cost to the
disabled individual, the Secretary would specify the
amount of the deduction that could be allowed.)

In determining SSI eligibility and the amount of
the SSI payment, only those impairment-related
work expenses, services, devices, and attendant
care costs actually paid for by the beneficiary
would be excluded.

B. Automatic reentiflement to DI and SSI benefits:
DI and SSI beneficiaries who have not medically
recovered could be automatically reentitled during
a 15-month reentitlement period following the '9-
month trial work period if a work attempt is not
successful.

C. Extending entitlement for Medicare and Medi-
caid: The period of coverage for DI and SSI
beneficiaries who have not medically recovered
would be extended for 36 months after cash ben-
efits stop because a worker is engaging in substan-
tial gainful activity.

D. Elimination of the second Medicare waiting
period: The second Medicare 24-month waiting
period for former DI beneficiaries who become
disabled again within a certain time period (60
months for disabled workers) would be eliminated.
E. Trial work period for disabled widows and
widowers: The 9-month trial work period would be
extended to disabled widow(er)s who are entitled
under the DI program.
F. Demonstration projects: The Secretary would
be authorized to waive any of the requirements
under the OASDI, SSI, and Medicare programs in
conducting experiments or demonstration projects

to test the effectiveness of various alternatives for
encouraging disabled beneficiaries to return to
work.

3. Improved Program Administration

A. Disability determination and review: The Secre-
tary would be given the authority to terminate,
through regulations, an agreement with a State to
make disability determinations because of
unsatisfactory performance by the State and to
administer the State determination process. The
Secretary would be authorized to reverse State
agency denials.

B. Closed evidentiary record: The introduction of
new evidence wouftd not be permitted after the
decision is made at the hearing by an adminis-
trative law judge.

C. Judicial review: The judicial review of social
security claims would be limited to issues of con-
stitutionality and statutory interpretations.

The administration also recommended changes in the
SSI program in its "Social Welfare Reform Amend-
ments of 1979," introduced in the House of Representa-
tivesas H.R. 4321 jointly by James Corman, Democrat
of California, Chairman of the Ways and Means
Subcommittee on Public Assistance, and Al UlIman,
Democrat of Oregon, Ways and Means Committee
Chairman, on June 5, 1979. The President's proposals
included—

1. Eligibility of aliens for SSI benefits: This proposal
would make a sponsor's agreement of support legally
binding for 5 years, authorize legal action to secure
reimbursement of public assistance paid to newly ar-
rived aliens, and provide that aliens who receive
unreimbursed public assistance would be regarded as
public charges and subject to possible deportation.

2. Relationship between social security and SSI ben-
efits: Retroactive OASDI benefit payments would be
reduced by the amount of SSI benefits that were paid
for the same period that would not have been paid had
the OASDI benefits been paid on time.

3. Deeming of parents' income and resources to
disabled or blind children: The SSI program definition
of the term "child" would be changed to eliminate
deeming of parental income and resources to an indi-
vidual at age 18. The law required parents' income and
resources to bç deemed to children aged 18—20 who
were students living with their parents, but did not
require such deeming to nonstudent children aged
18—20. A child aged 18—20 who became a student could
thus lose part or all of SSI payments.

4. Treatment of remuneration for work in sheltered
workshops: All remuneration received in sheltered
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workshops would be considered earned income and
would therefore qualify for the SS! earned income
disregards.

Action in the House of Representatives

Social Security Disability
Insurance ProvisiOns

Subcommittee on Social Security Action on DI Pro-
visions. On February 21, 1979, the Subcommittee on
Social Security of the House Committee on Ways and
Means began hearings on proposals to improve the
disability insurance program. In opening the hearings,
Chairman J.J. Pickle noted that a trend toward lower
disability incidence rates seemed to be developing. He
indicated that the trend may have been due to improve-
ments in economic conditions and to better adminis-
trative procedures.such as increased quality assurance
and increased use of consultative medical examinations.
Chairman Pickle pointed out, however, that the dis-
ability program is still subject to wide and unforeseen
fluctuations and explained that he had introduced legis-
lation (H.R. 2054) to put the disability program on a
more equitable and stable footing.

The Subcommittee on Social Security held public
hearings in February and March 1979, at which mem-
bers of the Congress, the administration, the public, and
representatives of interested organizations testified
regarding the disability program and offered sugges-
tions for improving it. Secretary of Health, Education,
and Welfare,6 Joseph A. Califano, Jr., testified that
some of the problems the administration found during
its review of the disability program were: (I) The
growth of the system which had far exceeded all
expectations, (2) disincentives in the program which
discouraged beneficiaries from attempting to return to
the work force, and (3) a confusing and cumbersome
process for determining if an individual is disabled.

To correct these problems, the administration focused
its efforts on the benefit structure, work incentives, and
program administration. Secretary Califano stated that
the administration's proposals, which were contained in
H.R. 2854, were designed to improve both the equity
and efficiency of the disability program.

Following these hearings, the Subcommittee held its
markup sessions. The Subcommittee's recommenda-
tions, similar to many provisions in the administration's
bill, were incorporated in a "clean" bill, H.R. 3236,
which was introduced in the House on March 27, 1979.
The Subcommittee's version of H.R. 3236 included the
following:

°The Department of Health. Education, and welfare has since been reorga-
nized unto iwo departments: Health and Human Services, and Education.

I. Benefit Equity

A. Maximum family benefits in disability cases:
The total family benefits for any month would be
limited to 80 percent of a worker's AIME or 150
percent of the NA, whichever is lower, with a
minimum guarantee of 100 percent of the NA.
(The administration's bill did not include the 150
percent limitation.)

B. Proportionate dropout years: •The number of
years of low or no earnings that could be dropped
in computing a disabled worker's benefits would
vary and be determined by the age of the worker,
according to the following schedule:

Worker's age Dropout years

Under 27
27-31
32-36
37-41
42-46
47 and over

The Subcommittee added a provision for childcare
dropout years. This provision would credit I dropout
year for each year in which the worker provided the
principal care of a child under the age of 6. However,
the number of variable dropout years combined with
the number of childcare dropout years could not exceed
5. (The administration's bill did not provide for any
childcare dropout years.) The use of the smaller num-
ber of dropout years would continue to be applicable
for any subsequent disability or retirement benefits
unless the worker left the rolls for 12 consecutive
months prior to the subsequent eligibility.

2. Work Incentives
To stimulate disabled beneficiaries to return to work

despite their impairments, provisions were included

A. Deduct extraordinary impairment-related work
expenses, attendant care cost, and the cost of
medical devices and equipment paid by the dis-
abled individual, from a disabled person's earnings
in determining SGA. (Similar to the adminis-
tration's proposal in HR. 2854, except the admin-
istration proposed that if the care, services, or items
were furnished without cost to the disabled individ-
ual, the Secretary would specify the amount of
allowable deduction.)

B. Provide a 15-month reentitlement period after
the 9-month trial work period. Although under the
DI program cash benefits are not payable for more
than 3 months of this period if the individual
engages in SGA, the individual could be reentitled
to benefits if unable to continue working.7

Same as administration's proposal in HR. 2854.
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C. Provide Medicare coverage for an additional 36
months after cash benefits cease for a worker who
is engaging in substantial gainful activity but has
not medically recovered (the first 12 months of this
36-month period is part of the reentitlement period
discussed in B above).8
D. Eliminate the second 24-month Medicare wait-
ing period where an individual again becomes
disabled and entitled to benefits within a certain
period of time.9

E. Extend the same trial work period applicable
for disabled workers to disabled widow(er)s.1°
F. Require SSA to implement 3-year demonstra-
tion projects under the D! program to encourage
work activity. The Secretary could waive com-
pliance with DI and Medicare requirements, as
necessary, to carry out these projects. (Similar to
an administration proposal in H.R. 2854.)

G. Permit benefits to continue after medical
recovery for a beneficiary who is participating in an
approved vocational rehabi1iation (YR) program
if SSA determines that such participation will in-
crease the likelihood that the beneficiary may be
permanently removed from the disability rolls. (An
administration proposal in H.R. 4321.)

3. Improved Program Administration
To improve the administration of the disability pro-

gram, the following provisions were included:

A. The Secretary of Health and Human Services
was required to establish, through regulations,
procedures and performance standards for the
States to follow in the disability determination
process. The States would be given the option of
continuing to administer the program in com-
pliance with these regulations or turning adminis-
tration over to the Federal Government.11

B. Under a Subcommittee proposal, the Secretary
would be required to review a specified percentage
of State agency determinations of allowances be-
fore the payment of benefits. The percentages
were: at least 30 percent in fiscal year 1980, 60
percent in fiscal year 198L and 80 percent in fiscal
year 1982 and thereafter.

C. The Subcommittee also proposed to change the
method of reimbursing States for providing
vocational rehabilitation services to disabled bene-
ficiaries. The beneficiary rehabilitation program
would be eliminated. Instead, the States would use
general YR funds in providing rehabilitation serv-
ices to disabled beneficiaries. (The States receive

8 Ibid.
9lbid.

10 IbId
"Ibid.

general VR funds on an 80/20 matching basis from
the general revenues.) If the disabled beneficiary
engages in SGA (or is employed in a sheltered
workshop) for a continuous period of 12 months,
the State would be reimbursed for its 20-percent
matching funds and would also be rewarded with a
20-percent bonus.

D. The Subcommittee proposed tc require the
Secretary to review the status of disabled benefi-
ciaries on the rolls at least once every 3 years unless
a finding is made that the individual's disability is

0permanent.

E. The Subcommittee proposed to reimburse, out
of social security trust funds, non-Federal in-
stitutions and physicians for existing medical evi-
dence submitted to support disability claims.

F. The Subcommittee proposed to require the
Secretary to provide claimants with a decision
notice containing a clear explanation of the deci-
sion, a brief summary of the evidence on which the
decision was based, and, as appropriate, a brief
statement of the law and regulations.

G. The Subcommittee proposed to provide for the
payment from social security trust funds of reason-
able costs of travel by claimants to obtain required
medical examinations and for claimants and their
witnesses and representatives to attend reconsider-
ation interviews and hearings.

H. The Subcommittee stipulated that the eviden-
tiary record in a case would be closed after a
hearings decision has been made.12

On April 2, 1979, the Subcommittee on Social Security
referred the bill to the full Ways and Means Committee.

Committee on Ways and Means Action on DI Provi-
sions. On April 9, 1979, the Committee on Ways and
Means held its markup session on H.R. 3236. The only
changes made in the bill, as it had been approved by
the Subcommittee on Social Security, were—

I. Disability determinations: Because the committee
was concerned about how State employees would be
treated if the Federal Government had to take over the
operation of a State disability determination unit, a
provision was added requiring the Secretary to report to
the House Committee on Ways and Means and the
Senate Committee on Finance by January I, 1980,
about how the Federal Government would assume
these responsibilities.

2. Preeffectuation review: The mandated percentages
of Federal review of State agency allowances were
reduced to 15 percent in fiscal year (FY) 1980, 35
percent in FY 1981, and 65 percent in FY 1982 and
later.

'2lbjd
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3. Decision notices: The Committee clarified the
intent of this provision and indicated that it did not
expect the notices to be voluminous documents.

The Comniitt :t idred and rejected three
amendments to HR. 326: (1) A proposal to change
the limitation on total family benefits from 150 percent
of PIA to 130 percent (defeated by a vote of 16—14);
(2) a proposal to make the DII impairment-related work
expense provision, with respect to the blind, the same as
the current SSI work expense pirovision for the blind
(defeated by a voice vote); and (3) a proposal that
persons under age 55 must meet a medical-only defini-
tion of disability in order to qualify for DI benefits
(defeated by a vote of L3—12). On April 12, 1979, the
Committee on Ways and Means reported the bill to the
House.

House Rules Committee a Foow Acon on DI
Provisions. Action on the bill was delayed as several
major groups raised questions about the legislation, and
controversy arose as to the rWes under which the bill
would be considered on the House floor. Both the 1979
Advisory Council on Social Security and the National
Commission on Social Security expressed concern that
such major legislation was being acted upon in the
absence of any recommendations from those statutorily
appointed groups. They urged that the House take no
action on the bill pending further review.

In addition, an ad hoc group of individuals and
associations concerned about social security legislation
affecting the disabled, "Save our Securüy" (SOS), was
formed with John W. McCormack (former Speaker of
the House), Wilbur D. Mills (former Chairman of the
House Ways and Means Committee), and James A.
Burke (former Chairman of the Ways and Means
Subcommittee on Social Security) as Honorary Cochair-
men; and Wilbur J. Cohen (former Secretary of Health,
Education, and Welfare) as Chairman. This group
strongly opposed several of the provisions of the
bill—especially those that could result in lower benefit
amounts for workers becoming disabled in the future
and their families. A major effort of the SOS group was
to assure that when H.R. 3236 was considered on the
floor of the House of Representatives there would be an
opportunity to consider several of the provisions sepa-
rately rather than to simply vote for or against the bill
as a whole.

The House Committee on Rules held hearings on
June 6 and 7, 1979, and reported House Resolution 310,
which provided for a modified rule and 1 hour of
debate on H.R. 3236. The rule provided that no
amendments would be in order except those recom-
mended by the Ways and Means Committee, which are
not amendable, and an amendment, ofrered by Repre-
sentative Simon, which would delay the implementation
of the provision on vocational rehabilitation funding by
1 year until fiscal year 1982.

Because of a crowded House floor schedule, consid-
eration of House Resolution 310 and the debate on
HR. 3236 did not begin until September 6, 1979. Much
of the discussion and debate centered around the pro-
posed limitation on total family benefits and the t'arl-
able number of dropout years. The House agreed to the
Committee amendments (see discussion above on the
Committee markup session) and Representative Sim-
on's amendment to delay the implementation of the VR
funding provision until fiscal year 1982. The House of
Representatives passed H.R. 3236 by a vote of 235-162
on September 6, 1979, and sent the bill to the Senate.

SSI Disability Provisions

Subcommittee on Public Assistance and Unemploy-'
ment Compensation Action on SSI Provisions. Almost
simultaneously with the actions taken by the Ways and
Means Subcommittee on Social Security on the adminis-
tration's DI proposals, the Ways and Means Subcom-
mittee on Public Assistance and Unemployment Com-
pensation was considering the administration's SSI dis-
ability proposals. On April 3, 1979, the Subcommittee
began hearings on the proposals (contained in HR.
2854) that would remove work disincentives in the SSI
disability program and improve the administration of
the SSI program.

Following the hearing, the Subcommittee held its
markup sessions and incorporated some of these provi-
sions in a "clean" bill, HR. 3464, which was introduced
in the House on April 5, 1979. That same day, the
Subcommittee referred the bill to the Committee on
Ways and Means. The provisions in HR. 3464 would
have the following effects:

1. Work Incentives

A. Increase the SGA level in the SSI program to
the dollar level at which countable earnings equal
the applicable SSI payment standards. In determi-
ning countable earnings for SGA purposes, the
following amounts would be excluded from gross
earnings: (a) 20 percent ofgross earnings, (b) $65,
(c) an amount equal to the cost of any impairment-
related work expense necessary for the individual
to work regardless of who paid for these expenses,
and (d) one-half of the remainder. (This was a
Subcommittee proposal.)
B. Exclude 20 percent of a disabled person's gross
earnings and an amount equal to the cost of any
impairment-related work expenses paid by the
individual in determining eligibility for, and the
amount of, the SSI benefits. These disregards
would be in addition to the present exclusions and
would be applied after the $65 exclusion and prior
to the exclusion of one-half of the remainder.
(Ttis provision is a modification of an adminis-
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tration proposal in HR. 2854. The Subcommittee
added the 2O-percent exclusion to the adminis-
tration 's proposal to exclude impairment-related
work expenses.)

C. Resume SS! payments automatically if the
worker stopped performing SGA within 1 year
after disability payments ended. (Although no
provision was included to automatically reestablish
Medicaid eligibility when SGA stops, individuals
who live in States where Medicaid eligibility fol-
lows SS! eligibility would have their Medicaid
eligibility reestablished.) If the worker stopped
performing SGA, SSI disability payments would be
resumed on a presumptive disability basis. (The
income and resource test would still have to be
met. ) 13

D. Permit benefits to continue after medical recov-
ery for recipients in approved VR programs if SSA
determines that continuing in such programs will
increase the probability of the person leaving the
disability rolls permanently. 14 (This was a
Subcommittee proposal.)

2. Improved Program Administration

A. Authorize experiments that would be likely to
promote the objectives of the SS! program or to
facilitate its administration, with the following
qualifications: (a) Recipient participation would be
voluntary, (b) the total income and resources of an
individual would not be substantially reduced as a
result of an experiment, and (c) there must be a
project to determine the feasibility of treating drug
addicts and alcoholics to prevent permanent dis-
ability. (This provision is similar to an adminis-
tration proposal in H.R. 2854. The three quali-
fications the Subcommittee placed in H.R. 3464,
however, were not in either H.R. 2854 or H.R.
3236.)

B. Require that notices to applicants for SS! ben-
efits whose claims are being denied at either the
initial or reconsideration levels contain a citation of
the pertinent law and regulations, a list of the
evidence of record and a summary of the evidence,
and the Secretary's decision and the reasons for the
decision.15 (This was a Subcommittee proposal.)

3. Other SS! Improvements

The bill would also terminate the deeming or attribu-
tion of parents' income and resources when a disabled
child attains age 18, with the qualification that the
benefits of present recipients would not be reduced as a

'3Same as administraüons proposal In HR. 2854 and similar to a provision
in H.R. 3236 that would affect the Dl program.

'4Simdar o a provision in HR. 3236 that would affect the DI program.' Ibid.

result of this provision. (Similar to a proposal in the
administration's welfare reform bill, H.R. 4321.)

On April 10, after amending the SGA provision to
delete the exclusion of 20 percent of gross earnings in
determining countable earnings for SGA purposes, the
House Ways and Means Committee reported H.R. 3464
to the House.

House Riles Committee and floor Action. In early
May 1979, the House Rules Commttee conducted a
hearing on HR. 3464 and reported House Resolution
259, which provided for a modified closed rule and 2
hours for debate, to the House. On June 6, 1979, the
House passed H.R. 3464 by a vote of 374—3 and sent
the bill to the Senate.

Action in the Senate
Senate Committee on Finance Action

In early October 1979, the Senate Finance Committee
held public hearings on the proposed disability legisla-
tion included in H.R. 3236, H.R. 3464, H.R. 2854 (the
administration's bill), and other proposals that were
submitted. Stanford G. Ross, Commissioner of Social
Security, testifying for the administration, cited the
growth of the disability program and warned that its
cost would rise from $15 billion to $30 billion within 10
years unless major legislative changes were made. He
also stressed that the current legislation was designed to
correct three critical areas of the disability program: (1)
The high replacement rates for disabled workers, (2)
the lack of incentives that would encourage benefi-
ciaries to attempt to work and to leave the disability
rolls, and (3) the cumbersome administration of the
program.

Commissioner Ross spoke against the provisions in
HR. 3464 that would, if enacted, change the earnings
level for determining SGA and provide a 20-percent
increase in the earned-income exclusion in the SSI
program, but he expressed support for the HR. 3464
provisions permitting deduction of some impairment-
related work expenses from earnings in determining
SGA (regardless of who paid them) and in determining
benefits (only if the beneficiary paid them). In addi-
tion, Commissioner Ross expressed support for adopt-
ing the H.R. 2854 provision limiting judicial review,
broadening the H.R. 3236 demonstration authority to
include other than work-incentive experiments, and
providing for the extension of Medicaid eligibility for 3
years after SSI disability benefits end in the same way
that Medicare eligibility would be extended after social
security disability benefits ended.

Proposals in other bills that were considered by the
Committee related to: (1) Benefits for disabled
recipients who have earnings from gainful employment,
(2) Medicaid eligibility for individuals who are dis-
abled but do not meet the requirements for disability
benefits because they are performing SGA, (3) the
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waiting period to rcceive DI benefits in the case of
individuals with illnesses that would result in death
within 12 months after the impairment became dis-
abling. and (4) provisions designed to encourage dis-
abled Dl beneficiaries to return to work.

In late October 1979, the Senate Finance Committee
conducted markup sessions. The Committee amended
and consolidated provisions of the House approved DI
legislation. H.R. 3236, and SSI legislation, HR. 3464.
Senator Talmadge had also introduced a number of
hills to amend to the AFDC and CSE programs. The
provisions in these bills were then introduced and
agreed upon as amendments to H.R. 3236.

The bill, as reported by the Senate Finance Com-
mittee, differed from the House-passed bills in the
following manner:

I. Provisions Increasing Benefit Equity Under DI
A. Lniited the total family benefits payable in a
disability case to the lesser ol 85 percent of the
worker's AIME or 160 percent of the PIA. (The
-1o.tse provision was 80 percent and 150 percent,
respectively.)

B. Allowed at least I dropout year to all workers
under the age of 32 and deleted the House provi-
sion granting childcare dropout years. (Under the
House provision, the worker under age 27 may not
be eligible for any regular dropout years.)

2. Provisions Strengthening Work Incentives Under
Both DI and SSI

A. Modified the House provision in HR. 3236 that
would permit the deduction of the costs of
impairment-related work expenses and certain
other. costs from earnings for the purpose of
determining whether an individual is engaging in
SGA to allow the deduction even where the costs
were paid by a third party. (Applies to both DI
and SSI.)

B. Added a 3-year demonstration project that
would extend special benefits to disabled SSI
recipients whose earnings equal or exceed the SGA
level until their countable income reached the
Federal breakeven point. Recipients of the special
benefits would be eligible for Medicaid and social
services on the same basis as SSI recipients. States
would have the option of supplementing the special
benefits. Medicaid and social services could contin-
ue to be available to individuals whose earnings
preclude payment if they could not keep working
without the services these programs provide and
their earnings were insufficient to purchase the
coverage. (Applies to SSI only.)
C. Added a provision to treat remuneration for
work in sheltered workshops a earned income for
purposes of determining SSI paynients. (This SSI

provision was contained in the administration's
welfare reform bill, HR. 4321.

3. Improved DI and SSI Program Administration

A. Added a Senate Finance Committee provision
that would delete the substantial evidence require-
ment and instead modify the scope of Federal court
review so that the Secretary's determinations with
respect to facts in claims under OASDI and SSI
would be conclusive, unless found to be arbitrary
and capricious.

B. Modified the House provision in H.R. 3236 that
required the Secretary to perform a preeffectuation
review on disability allowances to authorize such
review in cases of denials as well as allowances.
The schedule for review was changed to IS percent
of the national workload in fiscal year 1981, 35
percent in fiscal year 1982, and 65 percent in years
thereafter.

C. Deleted the House provision that would change
the funding provisions for providing VR services
for DI beneficiaries.

D. Modified the House provision in H.R. 3236 to
authorize SSA to continue to review eligibility of
even permanently disabled persons.

E. Modified the House provisions in H.R. 3236 and
H.R. 3464 to require that denial notices be ex-
pressed in language understandable to the claim-
ant.

4. Provisions Relating to AFDC and CSE Programs
A. Added a provision to make several changes in
the work incentive program, including: (I) A
requirement that WIN registrants participate in
employment search activities, (2) elimination of
the 60-day counseling period for refusal to cooper-
ate before assistance can be terminated, and (3)
authorization to establish in regulations the period
of time during which an individual will he in-
eligible for assistance in the case of a refusal
without a good cause to participate in the WIN
program.16 The Senate Finance Committee, in
adding this provision to the bill, stated "that AFDC
recipients who are able to work should be required
to actively seek employment and that this should
be made explicit in the law." Recent demonstration
projects, concentrating on employment search ac-
tivities, have shown that increased emphasis on job
search activities have beeen effective in placing new
AFDC recipients into jobs.

B. Added a provision to increase the Federal
matching rate for AFDC fraud investigations and
prosecutions from 50 percent to 75 percent.

' Similar to a provision in the administration's welfare reform bill,
HR. 432L

——-—-————-———— —
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C. Added a p1Visiofl to exempt any governmental
agency, or component or instrumentality thereof
authorized by law to conduct audits or similar
activities in Connection with the administration of
the AFDC program from the general 'prohibitation
against disclosure of personal information about
AFDC recipients to legislative bodies. This provi-
sion also permitted disclosure to the Senate Com-
mittee on Finance and the House Committee on
Ways and Means.

D. Added a provision to increase the Federal
matching for AFDC costs incurred by States to 90
percent. for developing and implementing a com-
puterized AFDC management information sys-
tem.17

E. Added a provision to extend Internal Revenue
Service authority to collect child support for non-
AFDC child support enforcement cases.

F. Added a provision to allow Federal matching
for State expenditures (including compensation)
for child support activities performed by courts
personnel and other supportive and administrative
personnel. As noted in the Senate Finance Com-
mittee report, the Congress included the provision
because there is "a tremendous backlog of cases
awaiting court action in some States" that was
created, in large part, by the emphasis on child
support enforcement caused by the CSE program.
G. Added a provision to increase the Federal
matching to 90 percent for child support costs
incurred by States in developing and implementing
computer management information systems.

H. Added a provision to prohibit advance pay-
ments to the State of the Federal share of the child
support program administrative expenses for a
calendar quarter unless the State has submitted a
full and complete report of the amount of child
support collected and disbursed for the calendar
quarter that ended 6 months earlier. The amount
of the advance payment would also be reduced in
the Federal share of child support collections made
but not reported by the State.18

1. Added a provision to grant authority for States
and localities to have access—for purposes of the
child support program—to earnings information in
records maintained by SSA and State employment
security agencies. In addition, SSA would be
specifically authorized to disclose certain tax return
information to State and local child support
enforcement agencies.19

17 IbId.
'8IbId.
19 IbId.

5. Other Provisions
A. Expanded the authority of the Secretary to
conduct demonstration projects by permitting
waiver of certain benefit requirements of DI and
Medicare to allow demonstration projects to test
ways to stimulate disabled beneficiaries and
recipients to return to work. (This provision was
also contained in H.R. 2854 and H.R. 3236, and a
similar provision was in H.R. 3464.)

B. Added a Senate Finance Committee provision to
authorize SSA to participate in a demonstration
project designed to determine how best to provide
services needed by disabled individuals who are
terminally ill.

C. Added a provision to require an alien to reside
in the United States for 3 years before becoming
eligible for SSI. (This provision is a substitute for
one contained in the administration's welfare re-
form bill, H.R. 4321. The administration had
proposed making a sponsor's agreement for sup-
port legally binding for 5 years, authorizing legal
action to secure reimbursement for public assis-
tance paid to newly arrived aliens, and regarding
aliens who received unreimbursed public assistance
as public charges.)

D. Added a provision requiring that retroactive
OASDI benefits would be adjusted by the amount
of SSI benefits already paid that would not have
been paid if the social security benefits had been
paid timely and taken into account as income on
the regularly scheduled payment dates.20
E. Added a provision that would close the so-
called "FICA II" loophole by stating that, after
1980, any amounts of employee social security
taxes paid by an employer would be considered to
constitute wages and would, therefore, be subject
to sociial security taxation, except in the case of
domestic employment.

F. Added a Senate Finance Committee provision
requiring social security contributions for State and
local employees to be deposited 30 days after the
end of each month.

On November 8, 1979, the Senate Finance Committee
reported H.R. 3236 to the full Senate.

Senate Floor Action

On December 5, 1979, the Senate began its floor
debate on H.R. 3236. Final debate, which occurred in
late January 1980, centered primarily on attempts to
modify the provision of the bill dealing with the limita-
tion on family benefits. An amendment to substantially
liberalize the provision failed by a vote of 50—34.

20Ibid.
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On January 31+ I98O the Senate passed H.R. 3236 by
a vote of 87—1, as modffied by the following floor
amendments

I. A modification by Senator Strom Thurmond,
Iepublican of South Carolina, to the Senate Finance
Committee's "FICA Ii" provision, which would require
that any amounts of employee FICA taxes paid by an
employer would be considered to constitute wages for
both social security tax and benefit purposes, and would
not be applicable in the case of payments made on
behalf of employees of State and local governments;
employees of small businesses, including farmers; em-
ployees of tax-exempt institutions; and domestic em-
ployees. (The Finance Committee provision excluded
only domestic employees.)

2. An amendment by Senator Charles Percy,
Republican of Illinois, that would modify the Immigra-
tion and Nationality Act to make a sponsor's agreement
of support for an alien legally binding for 3 years,
subject to certain exceptions. This amendment would
also modify the Finance Committee's 3-year residency
requirement for SSI eligibility of aliens.

3. An amendment by Senator Gaylord Nelson,
Democrat of Wisconsin to require the Secretary of
Health and Human Services to develop a plan that
would provide State employees who are capable of
performing duties in the disability process preferential
hiring, nothwithstanding any other provision in law,
when the Secretary either partially or fully assumes the
disability determination function of a State agency. In
addition, the Secretary would not be permitted to
assume such function until the Secretary of Labor
determines that the State has made arrangements to
protect, under every applicable Federal, State, and local
statute, employees who will not be hired.

4. An amendment by Senator Birch Bayh, Democrat
of Indiana, which would eliminate the waiting period
for persons with a terminal illness (a medically determi-
nable physical impairment that is expected to result in
death of such individual within 12 months after onset
and that has been confirmed. by two physicians).

5. An amendment by Senator Herman Talmadge,
Democrat of Georgia, to limit the Secretary's right to
regulate State agencies making disability determina-
tions to actions authorized by law.

6. An amendment by Senator Henry Bellmon,
Republican of Oklahoma, that would require the Secre-
tary to review disability decisions issued by adminis-
trative law judges and to report to the Congress by
January I. 1982, on the progress of this review.

7. An amendment by Senator Max Baucus, Democ-
rat of Montana, to establish a voluntary program to
certify Medicare supplemental health insurance policies
(the so-called Medi-Gap policies) that would meet
certain minimum standards.

Action in the House-Senate
Conference Comjnit(ee

Following the appointment of the House-Senate con-
ferees, the Conference Committee, chaired by Repre-
sentative Al UlIman (Chairman of the House Ways and
Means Committee) convened on March 27, 1980, and
began its deliberations on H.R. 3236. These deliber-
ations extended throughout April and into May.

The conferees quickly reached a compromise on the
benefit equity provisions. They agreed to limit th
amount of benefits a family just coming on the disability
rolls could receive to the lesserof 85 percent of the
disabled worker's AIME (as in the Senate bill) or ISO
percent of the worker's PIA (as in the House bill) but
not less than 100 percent of PIA. The Committee also
agreed to follow the House schedule for the numberàf
dropout years that can be used in computing the
amount of the disability benefits. In addition, the
childcare dropout provision in the House bill was
modified so that, for monthly benefits payable for July
1981 and later, a worker could be eligible for additional
dropout years if a child under age 3 lived in the
disabled worker's household substantially throughout a
year and the disabled worker did not have earnings in
that year. If any year is dropped because of childcare,
however, the total number of years dropped—regular
and childcare—cannot exceed 3.

The House-Senate differences regarding work in-
centive provisions were resolved later when the confer-
ees agreed that for purposes of determining whether the
individual's level of earnings demonstrate an ability to
engage in SGA for both the DI and SSI programs, the
costs of impairment-related work expenses will be de-
ductible only if paid for by the beneficiary; in addition,
for SSI, the deduction will be allowed for benefit-
computation purposes. However, an initial applicant
must meet the income test and qualify for benelts
without the deduction.

The conferees also agreed to a Senate provision
authorizing the Secretary to specify, in regulations, tFe
type of care, services, and items that may be deducted
and to prescribe the reasonable limits as to the amount
of earnings that may be excluded. Agreement was also
reached to include the Senate language, which provides
that remuneration for work in sheltered workshops will
be considered, for SSI purposes, earned—rather than
unearned—income.

The conferees also agreed to provisions regarding the
work incentive demonstration projects. One of these
provisions authorized the Secretary to conduct ex-
periments and demonstrations to test the efl'ectiveness of
various alternatives in encouraging disabled benefi-
ciaries to work. In addition, the Secretary is directed to
undertake a project to ascertain the feasibility of treat-
ing alcoholics and drug addicts to prevent the onset of
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irreversible medical conditions that may result in per-
manent disability. The conferees adopted the Senate's
provisions for special SSI benefits and continued Medi-
caid and social services eligibility for people who had
received SSI disability benefits but who are engaging in
SGA. They also added a provision under which funds
would be provided to States for establishing programs
of medical assistance and social services for severely
handicapped people who have not qualified for cash
disability benefits.

The numerous differences that existed in the provi-
sions for improved program administration were re-
solved by the conferees with relatively little difficulty.
Agreement was reached to follow the Senate schedule
for reviewing State agency disability determinations (15
percent in fiscal year 1981, 35 percent in fiscal year
1982, and 65 percent in years thereafter), but to limit
the review to only allowances and continuances as
proposed by the House. In addition, the Senate provi-
sion to permit the Secretary to review State agency
determinations and make them more favorable was
adopted. In its report, the Conference Committee
instructed the Secretary to report to the House Ways
and Means and Senate Finance Committees by January
1982 concerning the potential effects on processing
times and on the cost effectiveness of the requirement of
the 65 percent preeffectuation review scheduled for
fiscal year 1983 and thereafter.

The conferees also agreed to the House version of the
proposal requiring the Secretary to review the status of
DI or SSI beneficiaries at least once every 3 years unless
a finding is made that the individual's disability is

I permanent. They agreed that disability denial notices
be expressed in language understandable to the claim-
ant and include a discussion of the evidence and reasons
why the claim was denied.

The conferees further agreed to the Senate proposal
requiring the Secretary to implement a program of
reviewing, on his own motion, decisions rendered by
administrative law judges (AU's) as a result of dis-
ability hearings and to report to Congress on the
progress of this program. The Conference Committee
report pointed out:

In the past there had also been fairly extensive review
of AU allowances and denials through own-motion
review by the Appeals Council as authorized by the
Administrative Procedure Act and the regulations of
the Secretary. This own-motion review has almost
been eliminated in recent years.

The new provision is, therefore, designed to move
toward greater review of AU decisions.

The conferees deleted the Senate amendment that
would have provided that the Secretary's determina-
tions with respect to facts in OASDI and SSI claims
would be conclusive unless found to be arbitrary and
capricious. The conferees were not convinced it would
have the intended effect.

The Senate amendment that requires the Secretary to
provide a hiring preference to State agency employees
(other than the agency administrator and his deputy),
in the event the Secretary assumes the functions of a
State agency, was adopted. In addition, the Secretary
would be prohibited from assuming the State functions
until the Secretary of Labor had determined that, with
respect to any State agency employees not hired by the
Secretary, the State had made fair and equitable
arrangements to protect the interests of the displaced
employees.

In considering the Senate AFDC and CSE amend-
ments, the conferees deleted the provision to increase
the Federal matching rate for AFDC fraud in-
vestigations and prosecutions. The conferees agreed to
the remaining AFDC and CSE provisions. The provi-
sion. to allow disclosure of AFDC recipient information
to legislative bodies was modified to exclude the dis-
closure of individual recipients' names and addresses to
legislative bodies such as the Senate Finance Committee
and House Ways and Means Committee. Also, the
provision to allow Federal matching for costs incurred
by a court in making judicial determinations related to
CSE was modified to exclude judges' salaries from this
matching.

After considerable discussion over the course of sev-
eral conference sessions, the conferees finally agreed to
delete the Senate provision that would have eliminated
the waiting period for persons with a terminal illness
and, instead, compromised on a provision that author-
izes SSA, to use up to $2 million a year for the purpose
of participating in a demonstration project relating to
the terminally ill. This project is currently being
conducted by the Health Care Financing Adminis-
tration. The conferees adopted the Senate proposal for
a Medi-Gap provision, but modified it by specifying the
criteria under which a Medicare supplemental policy
would be certified.

The conferees agreed to a modified version of the
Senate provision regarding aliens that provides that
income and resources of sponsors be deemed to aliens
for 3 years after entry and holds aliens and sponsors
jointly liable for any overpayment during the 3-year
period resulting from incorrect information furnished to
SSA. They also agreed to a Senate provision for
adjusting retroactive social security benefits by the
amount of SSI benefits already paid that would not
have been paid if the social security benefits had been
paid, and therefore taken into account as income, on
their regularly scheduled payment dates.

The conferees agreed to the Senate provision to
require that deposits from State and local governments
be due 30 days after the end of each month. However,
they deleted the provision to count any employer pay-
ment of employee FICA taxes as wages for social
security crediting and taxing purposes because they
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thought the issue needed further congressional consid-
eration and study.21 Also deleted was a provision to
establish a new funding concept in the vocational
rehabilitation program designed to increase incentives
to the States to help beneficiaries return to work. The
conferees believed that the new performance-based
allocation system for reimbursing the States for VR
services put in place by the Secretary for FY 1979
should continue and be explored further in the future.
However, SSA and the Rehabilitation Services Admin-
istration are instructed to explore more timely and
effective methods of measuring performance in rehabili-
tations and report the results of these efforts to the
Congress.

On May 13. 1980, the House-Senate Conference
Committee reported the bilt: H.R. 3236, as agreed to by
the conferees, was passed on May 22, 1980, by the
House of Representatives by a vote of 289—2, and on
May 29, 1980. by the Senate on a voice vote. On June
9, 1980, H.R. 3236 was signed by President Carter and.
became Public Law 96—265, the Social Security Dis-
ability Amendments of 1980. The specific provisions of
the flnal legislation are described below.

Summary of Major Provisions

Provisions increasing Equity
Maximum Family Benefit. The new law sets the

maximum family benefit in disability cases at 85 percent
of the average indexed monthly earnings or 150 percent
of the primary insurance amount, whichever is less, but
no less than 100 percent of the primary insurance
amount. This provision is effective for individuals
eligible after 1978 who were never entitled to disability
benetits before July 1980.

One concern that ted to this change was that high
bene(it amounts and replacement rates for some dis-
abled worker families had contributed to growth in the
Dl program by encouraging persons with serious medi-
cal conditions to stop working and apply for benefits
and by discouraging those receiving benefits from
returning to work. Another concern involved the
appropriateness of situations where DI benefits exceed
predisability take-home pay, regardless of the effect that
such situations might have in encouraging applications
for benefits or discouraging rehabilitation. Under the
previous law, for example, about 6 percent of newly
entitled Dl beneficiaries and their families would re-
ceive henetits that would he higher than the worker's
predisahility net earnings.

Dropout Years. Et1ctive lr individuals who were
never entitled to disability benefits befre July 1980. the

21 .\lthough drppcd tr)m HR. 3236. a irnilar provision was later
enacted in P.L. 96—499 (HR. 776). Oninhus Reconciliation Act of
1980.

number of years that can be dropped from the comu-
tation (averaging) period is proportional to the age of
the disabled worker: 1 year can be disregarded for each
5 years after age 21 up to iPe year in which the worker
becomes disabled. As under prior law, the minimum
required for the averaging period is 2 years and the
maximum number of dropout years is 5.

Under the previous law, younger workers could dis-
regard a higher proportion of' their working years than
older workers. For example, by disregarding 5 years
and counting only 2, a 29-year-old disabled worker
would receive a benefit based on the best 29 percent of
his or her earnings. A worker aged 50 or older was able
to drop only 5 of 28 or more years and would receive a
benefit based on 82 percent or more of lifetime earn-
ings. Older workers, therefore, generally had to use
more of their low years of earnings than younger
workers.

To allow for the fact that younger persons may not
work while caring for children, the new law permits
workers to drop up to 3 years in which they have no
earnings and have children under age 3 living with
them. If any year is dropped because of childcare,
however, the total number of years dropped—regular
and childcare—cannot exceed 3. The childcare provi-
sion is effective for monthly benefits after June 1981.

Provisions Strengthening Work Incentives

Exclusion of Extraordinary Work Expenses Due To
Severe Disability. This provision states that for pur-
poses of determining whether the level of earnings
received by a disabled beneficiary demonstrates ability
to engage in substantial gainful activity for both the DI
and SSI programs, the costs to the beneficiary of
attendant care services, medical devices, equipment
prostheses, and similar items and services needed to
enable the beneficiary to work will be excluded from
income. These costs will be excluded whether or not the
items and services are also required for normal daily
functions. For SSI recipients, the deduction is permitted
in computing the monthly benefit amount. In estab-
lishing initial SSI eligibility, however, an applicant must
meet the income test and qualify initially without
application of the deduction. The change is effective for
expenses incurred 6 months after enactment and later.

This change reflects the view that a worker's gross
earnings are not a fair measure of a worker's ability to
engage in substantial gainful activity when a very
substantial part of those earnings must be used to pay
for extraordinary impairment-related work expenses.
Those whose earnings after these work expenses are
deducted do not exceed the SGA level will continue to
he considered disabled for benefit purposes.

Automatic Reentitlement to Benefits. Extends under
both the DI and SSI programs a person's status as a

disabled individual for IS months after the completion
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of a 9-month trial work period, as long as there is no
medical recovery. Although under the DI program cash
benefits are not payable for more than 3 thonths of this
period if the individual engages in SGA, the individual
can automatically be reinstated to active benefit status if
the work attempt subsequently fails and he or she stops
substantial gainful activity. Thus, when earnthgs exceed
SGA. cash benefits will be stopped but the individual is
offered the new assurance of automatic reentitlement in
the first year after the trial work period ends. This
provision is effective 6 months after enactment.
• In commenting on the need for such a change, the
Senate Finance Committee stated that it was "con-
cerned that the present 9-month trial work period is

,insufficient as an incentive for disabled people to return
to work. . . . " The Committee said further: "The
abruptness of the termination of the trial work period
forces people who work for some time and then,
because of their impairment, must stop work, to refile
an application and go through the lengthy determina-
tion process again. The Committee believes the possi-
bility of having to go through this process again poses a
sizable impediment to disabled beneficiaries con-
templating a return to work."

Extension of Medicare Coverage. Medicare coverage
under the DI program is extended for anadditional 24
months after the end of the automatic reentitlement
period. Thus, Medicare benefits can remain available
for 3 years after cash benefits end and 2 years after the
reentitlement period. This provision is effective for
individuals whose disability has not been determined to
have ceased before the 6th month after enactment.

It is often argued that the loss of medical coverage is
frequently more of a disincentive than is the loss of cash
benefits because medical needs are more uncertain and
unpredictable than are cash needs and it may be
difficult for a disabled person to obtain private medical
insurance. It is hoped that by extending Medicare
coverage fhr up to 4 years aftr the return to work, the
individual has had ample opportunity to adjust to
working, to feet secure working, and to make the
necessary arrangements for medical coverage either
individually or through an employer's group plan.

Waiver of Second Medicare Waiting Period. The
requirement is eliminated that a person who was pre-
viously receiving DI benefits and entitled to Medicare
(and who, within a specified period of time, becomes
disabled a second time) must undergo another 24-
month waiting period before Medicare is available.
Also, if a previously disabled individual who was not
entitled to Medicare becomes disabled again within a

specified time period, the months for which that individ-
ual received cash benefits will count for purposes of
qualifying for Medicare. (The specified time period is
60 months (5 years) for workers—the length of time
generally required to regain insured status for disability
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benefits; for widow(er)s and adults disabled in child-
hood, it is 84 months (7 years)—the period during
which a disability would have to occur in order for
benefits to be payable on the basis of the deceased
worker's earnings.)

This provision assures those who go back to work that
the fact that they have attempted to work will not cause
a delay in becoming eligible for Medicare should their
work attempt fail and they return to the DI rolls. The
provision is effective 6 months after enactment.

Three-Year Demonstration Projects.
I. Special 551 payments and eligibility for Medicaid

and social services. For the next 3 years, people
who have completed the trial work periods and
continue to earn in excess of the SGA amount are
provided special cash benefit payments. These
benefits will be calculated in the same manner as
are SSI disability benefits. Individuals receiving
the special benefits will continue to be eligible for
Medicaid and social services on the same basis as

regular SSI recipients. In addition, individuals who
are blind or disabled SSI recipients will continue to
be eligible for Medicaid and social services even if
income above the "breakeven" point causes them
to stop receiving cash benefits, as long as they—

•continue to be blind or to have the disabling
condition that caused them to be considered
disabled;

•would be entitled to cash payments except for
their earnings;

•would be seriously inhibited in continuing em-
ployment if they lost Medicaid and social serv-
ices eligibility; and

•do not have earnings high enough to allow
them to provide a reasonable equivalent of the
SSI benefits, State supplementary payments,
Medicaid, and social services they would have in
the absence of earnings.

These changes generally assure SSJ disability benefi-
ciaries that working will not disadvantage them.
Their cash benefit will be reduced only gradually to
reflect increases in their earnings (or other income)
and their medical and other services are continued
even after cash benefits have stopped if their contin-
uation is needed to assure that the individual can
continue to work. This provision is effective January
t, 9R1.
2. Medical assistance and social services for certain

handicapped persons. A 3-year pilot program
under which States (at their option) could receive
Federal grants to help meet the cost of previding
medical assistance ana social services to severely
handicapped persons who are not receiving SSI is
also provided. Eligibility is limited to those persons
who have earnings in excess of the SGA amount
and are not receiving SSI, special benefits, State
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supplementary payments, or Medicaid and for
whom the State determines that (1) the individ-
ual's ability to continue employment would be
significantly inhibited without medical and social
services; and (2) the person's earnings are not high
enough to provide a reasonable equivalent of the
cash and other benefits (SSI, State supplementary
payments, Medicaid, and social services) that he or
she would have in the absence of those earnings.
Effective September I, 1981, this provision author-
izes $6 million for September 1981 through
September 1982, with total 3-year expenditures not
to exceed $18 million.

Trial Work Period for Dsabed Wdow(er)s. The
tnal work period, previously applicable only to disabled
workers and adults disabled in childhood, is extended to
disabled widows and widowers under DI. This change
will allow these beneficiaries an opportunity to attempt
to work and become self-sufficient and is effective for
individuals whose disability has not been determined to
have ceased before the 6th month after enactment.

Continuing Benefits in VR PIas. Special DI and SSI
benefits (and, therefore, vocational rehabilitation ser-
vices) will continue after medical recovery for persons
rn approved VR programs if (1) the medical recovery
was not anticipated and (2) the continuance of such
benefits will increase the likelihood that the persons will
go off the benefit rolls permanently. This change is
designed to allow many of those people who recover
(unexpectedly) in the middle of a rehabilitation pro-
gram to complete that program and is effective 6
months after enactment.

Improving DI and SSI Program Administration

Performance Standards for State Disability
Determination Services (DDS). The Secretary is au-
thorized to establish, through regulations, performance
standards and procedures for the State disability
determination process, with emphasis on performance
criteria, fiscal control procedures, and other standards
designed to assure equity and uniformity in State
agency disability determinations. States may continue
to provide disability determination services in com-
pliance with the newly prescribed standards or turn the
adiiiinistrattoii over to the Federal Government. n the
'vcnt of' unsatil'actory State performance, the Secretary
could take over the administration of the State determi-
nation process. This provision is effective with the 12th
month following the month of enactment.

The Secretary is required to develop a contingency
plan for the assumption of the disability determination
process and, in that plan, to give employment pre-
ference to State employees capable of performing duties
in disability determination processes, excluding only
employees filling the positions of DDS administrator

and deputy administrator. The report must be sub-
mitted to the Congress by July I, 1980.

Periodk Review of Disability Determinations. A
review is required at least once every 3 years of the
status of disabled beneficiaries whose disabilities may
not be permanent. Where a finding is made that an
individual's disability is permanent, revieW of the béie-
ficiary's condition may be made at such times as the
Secretary considers appropriate. This provision reflects
a congressional concern that too little has been done to
assure that DI and SSI benefits are not being paid to
persons who have medically recovered from their dis-
ability. The change is effective January I, 1982.

Federa' Review of State Agency Determinations. A
Federal review is required of State disability allowance
and continuation determinations on a preeffectuation
basis, in order to assure greater uniformity and con-
sistency of the decisions made by various adjudicators
within a State agency and of decisions made by the
various States. A review of 15 percent of such DI
determinations is required in fiscal year 1981, increasing
to 35 percent in fiscal year 1982, and 65 percent in fiscal
year 1983 and thereafter. In compliance with congres-
sional intent, the preefTectuation review requirement
will also be applied to SSI disability determinations,
although the law does not set forth a specific schedule
for SSI reviews. In addition, the Secretary is to report to
the Congress by January 1982 on the potential effects of
the requirement for the 65-percent review for fiscal year
1983.
This provision also authorizes the Secretary to reverse

a State agency decision to deny a DI claim. Thus, it is
not possible for SSA to reverse all State agency deci-
sions in both the D! and SSI programs.

Review of Administrative Law Judge Decisions. The
Secretary is required to institute a program of own-
motion review of disability decisions rendered by AU's
and submit a report on the progress of this program to
the Congress by January I, 1982. The report will focus
on the uniformity and accuracy of AU decisions and
the standards employed in making those decisions. The
new provision is designed to move toward greater
review of AU decisions.

Closed E'idetary Record. The introduction of new
evidence is prohibited in OASDI and SSI claims after a
decision n the claim is made at the hearings level, in
order to stabilize the record on a claim prior to Appeals
Council or Federal Court review.

This provision is intended to limit the so-called
"floating application" process whereby a claimant, usu-
ally an applicant for disability benefits, continues to
introduce new evidence while the appealed claim is
being reviewed. This provision is effective for appli-
cants filed in the month after the month of enactment.

Limitation on Court Remands. This provision permits
OASDI cases to be remanded from courts on the
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Secretary's motion only for "good cause" shown, and on
court's own motion only if there is new and material
evidence that was not previously submitted and there is
"good cause" for not having submitted evidence. (This
provision also would apply for SSI cases since the
provision of title II that is amended is referenced in title
XVI.) This provision is effective upon enactment.

Payment for Existing Medical Evidence. The new
law provides that any non-Federal provider of medical
services that supplies medical evidence required and
requested for making a determination of disability in
the DI program will be reimbursed for the reasonable
costs of providing such evidence. This provision paral-
lels existing authority in the SSI program and is in-

tended to aid in obtaining better and more complete
medical information needed to adjudicate disability
cases. The change is effective 6 months after enactment.

Information to Accompany DI and SSI Disability
Decisions. A notice to a claimant regarding the denial
of a disability claim must be expressed in under-
standable language and must include a discussion of the
specific evidence and reason for denial of the claim.
This provision is intended to strengthen the adjudica-
tory process by requiring a written formulation of the
reasons for the decision, as well as to provide claimants
with a better understanding of the reason for denial.
The change is effective 13 months after enactment.

Payment for Certain TraeI Expenses. Permanent
authority is provided under the Social Security Act to
make payments for certain travel expenses incident to
medical examinations required by SSA in conjunction
with a disability determination and for travel expenses
incurred by OASDI and SSI applicants, their repre-
sentatives, and witnesses in traveling to hearings and
face-to-face reconsiderations. Similar authority had
been provided annually under appropriation acts.
Travel expenses for SSI applicants will be paid from
general revenues. This provision is effective upon
enactment.

Other Changes Affecting SSI Programs
Parental Deeming for SSL The preceding law re-

quired that the income and resources of parents be
deemed to children aged 18—20 who were students and
who lived with their parents; no such deeming was
required in the case of similarly situated children who
were not students. Thus, by becoming a student, a child
could lose part or all of his or her SSI payment. This
differential treatment of children on the basis of student
status has been criticized as counterproductive to goals
of education and training for the handicapped.

The new provision deletes the deeming requirement
so that all deeming of income and resources from
parents to children will end when the children reach age
18. The amendment also provides that the benefit
amount of current recipients, if it would otherwise be

reduced as a result of the new provision, will not be
reduced. These changes are effecflve October I, 1980.

Retroactive Title II Benefit Adjustment Due To SSI
Benefits. Significant numbers of SSI claims also involve
concurrent claims for OASDI benefits. If the OASDI
check is delayed until after SSI benefit payments have
begun, the beneficiary can receive full payment under
both programs for the same months because the lump-
sum retroactive OASDI payment is income for SSI
purposes only for the calendar quarter in which it is

received. The new law provides for offsetting retro-
active OASDI benefits by the amount of SSI benefits
already paid that would not have been paid had the
social security benefits been paid on their regularly
scheduled payment dates. This change is effective in the
13th month after enactment.

Aliens. Considerable criticism has been voiced over
the fact that aliens could become entitled to SS! benefits
within 30 days of their arrival in the United States
despite pledges of financial support by sponsors who
may have substantial income and resources. In- addi-
tion, because reduced SSI benefits are payable to those
living with and receiving support and maintenance from
another person, an alien could receive SSI benefits
despite the receipt of substantial support from his or her
sponsor. In addition, courts have determined that a
sponsor's affidavit of support is not legally binding. To
address these concerns, the new law—

• provides that income and resources of sponsors
be deemed to aliens for 3 years after entry,
• requires aliens to obtain their sponsors' coopera-
tion in documenting income and resources;
• excludes refugees, those granted political asylum,
and those who become blind or disabled after entry
from the deeming requirement; and
• holds aliens and sponsors jointly liable for any
overpayment during the 3-year period resulting
from incorrect information furnished SSA, unless
good cause exists.

These changes are effective with respect to applications
filed on and after October I, 1980.

Income in Sheltered Workshops. Under prior law,
some income received through participation in a shel-
tered workshop was treated for SSI purposes as

unearned income. Therefore, remuneration received
was subject to a less liberal income disregard than that
applied to earned income. The new law provides that
all remuneration received in a sheltered workshop is
considered as earned income and is therefore subject to
the earned income diisregards.

The intent was to encourage the participation of SSI
recipients in vocational rehabilitation programs by ex-
tending the work-incentive features of the earned in-
come disregard to income received in sheltered work-
shop training programs. These changes are effective for
remuneration received after September 30, 1980.
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Summary of Provisions Affecting
AFDC and CSE

Work Incentive Program. The amendments author-
ize the Department of Labor to require those AFDC
recipients who are required to register with the WIN
program to participate in up to 8 weeks of job search
activities a year through WIN. The new law also
strengthens the AFDC work requirements by elimina-
ting the 60-day counselling period before assistance can
be terminated for recipients who refuse to participate in
WIN and by authorizing the Secretaries of Labor and
Health and Human Services to establish a fixed sanction
period during which an individual who refuses to
participate remains ineligible for AFDC. These
changes are effective October I, 980, except for the
provisions relating to sanctions for nonparticipation,
which are effective upon enactment.

AFDC and CSE Management Information Systems.
A number of recent studies have concluded that com-
puterized management information systems for AFDC
and CSE programs foster better management of these
programs. The new law provides for increasing to 90
percent the Federal matching costs of developing and
implementing such systems, effective July 1, 1981.

Wage Information for CSE Program. To improve
the capacity of the State child support enforcement
agencies to acquire accurate wage data, the new law
authorizes and requires.SSA to disclose wage and self-
empIoyment information directly to State and local
child support enforcement agencies. Previously this
information could be obtained only from the Internal
Revenue Service. The new law also requires States to
disclose wage information from unemployment com-
pensation records to CSE agencies for the same pur-
pose. The provisions are effective July 1, 1980.

Disclosure of AFDC Information. Prior law provided
that State AFDC plans include safeguards against dis-
closure of AFDC recipient information to legislative
bodies or their agents. Although regulations of the
Department of Health and Human Services allow State
audit agencies performing normal audit functions to be
exempted from this restriction, several States did not
honor the exemption. The new law eliminates the
disclosure prohibition for such agencies. The amend-
ment makes similar changes with regard to audits under
title XX, social services. These changes are effective
upon enactment.

Child Support Duties by Court Personnel. The new
law provides Federal matching funds for expenditures
by courts (exclusive of judges' salaries) in performing
child support enforcement activities; the Federal Gov-
ernment will pay 75 percent of expenditures over and
above 1978 levels. The new law is expected to encour-
age States to concentrate more court personnel on child
support enforcement cases, help to alleviate the existing

backlogs, and lead to increased collections. The provi-
sion is effective for expenditures beginning July 1, 1980.

IRS and Collections of Child Support for Non-AFDC
Families. The new law strengthens the child support
enforcement powers of the States by extending to the
States the authority to request the Internal Revenue
Service collection of delinquent child suppott payments
for non-AFDC families. This change is effective July I,
1980.

Child Support Reporting and Matching Procedures.
Prior law required State child support agencies to
submit full reports of collections and disbursements and
to return the Federal share of collections for AFDC
families to the Federal Government. Some States were
delinquent in providing reports requested by the Secre-
tary. Other States that reported promptly failed to
return the Federal share of collections. The new
legislation will promote more efficient processes in State
reporting by denying advances of Federal matching for
CSE administrative costs to States that do not report
effective with the calendar quarter beginning July 1,

1980. It will also simplify the return of the Federal
portion of collections by reducing AFDC quarterly
advances of funding to States by the amount of the
Federal share, as estimated for States failing to report,
effective January I, 1981.

Other Changes Affecting SSA Programs

Secretary's Report on OASDI and SSI. The Secre-
tary is required to make a full report to the Congress on
the effects of the OASDI and SSI disability provisions of
P.L. 96—265, with emphasis on work incentives,
implementation and operational problems, and cost and
caseload impact. The report is due by January 1, 1985.

Social Security Contributions for State and Local
Employment. The new law requires that deposits of
social security contributions for State and local covered
employment be made within 30 days after the end of
each month effective with contributions for wages paid
on or after July 1, 1980. Prior to the enactment of P.L.
96—265, States were required to make deposits only
once each quarter. These social security requirements
are much more liberal than for private employers and
resulted in a significant loss of interest income to the
social security trust funds. The Department of Health
and Human Services had published regulations that
would have required dposits on a more frequent basis
than P.L. 96—265, butP.L. 96—265 was passed before
the regulations were to take effect and superseded them.

Study of Time Limits for Decisions on Benefit
Claims. The Secretary is required to report to the
Congress by July 1, 1980, on appropriate time limits
within which a decision should be made in initial,
reconsideration, hearing, and Appeals Council cases
under OASDI.

Demonstration Projects. The Secretary is authorized
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to conduct experiments and demonstrations to test the
effectiveness of various alternatives on encouraging
disabled beneficiaries to return to work. Such projects
could include a study of the effect of lengthening the
trial work period; altering the 24-month waiting period
for Medicare coverage altering the way in which the
disability program is administered; earlier referral of
beneficiaries for vocational rehabilitation; and greater
use of private contractors, employers, and others to
develop, perform, or otherwise stimulate newforms of
rehabilitation. The Secretary is also directed to under-
take a project to ascertain the feasibility of treating
alcoholics and drug addicts to prevent the onset of
irreversible medical conditions that may result in per-
manent disability.

These demonstration projects and experiments are
expected to provide information that can be used to
improve the operations of the DI, SSI, and Medicare
programs as they relate to the disabled and to ensure
that these programs. are administered in the most
efficient and effective way possible. An interim report
on the projects must be sent to Congress by January 1,
1983, and a final report is due 5 years after enactment.

Terminally Ill. Funds are authorized to be used by
SSA to participate in a project to study the impact on
the terminally ill of provisions of the disability programs

administered by the Social Security Administration.
Medicare Supplemental Health Insurance (Medi-

Gap) Certification. The Secretary is required to estab-
lish a voluntary certification program for Medicare
supplemental policies. This certification program will
apply to policies sold in States (I ) that fail to establish
and implement standards that meet or exceed those
contained in the National Association of Insurance
Commissioners (NAIC) model regulations and (2)
whose requirements concerning the loss-ratio are not at
least those of P.L. 96—265. Final regulations to an-
nounce certification procedures were required to be
issued by October I, 1980, with issuance of seals of
certification to begin July I, 1982.

A panel chaired by the Secretary of the Department
of Health and Human Services, and consisting of four
State insurance commissioners, will be appointed by the
President to determine which States have programs that
meet the NAIC standards and the loss-ratio require-
ments. This provision is effective July 1982 in those
States that do not meet standards and is designed to
alleviate the highly publicized abuses in the sale of
some private health insurance policies to supplement
Medicare coverage by encouraging States to implement
regulatory insurance programs that would be beneficial
to the public.
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96TH CONGRESS T T T
1ST SESSION ••• •

To amend title II of the Social Security Act to provide better work incentives and
improved accountability in the disability insurance program, and for other
purposes.

IN TIfE HOUSE OF REPRESENTATIVES

FEBRUARY 8, 1979

Mr. PICKLE (for himself, Mr. ULLMAN, Mr. ARCHER, and Mr. CONABLE) intro-
duced the following bill; which was referred to the Committee on Ways and
Means

A BILL
To amend title II of the' Social Security Act to provide better

work incentives and improved accountability in the disability

insurance program, and for other purposes.

1 Be t enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act, with the following table of contents, may be

4 cited as the "Disability Insurance Amendments of 1979".

TABLE OF CONTENTS

Sec. 1. Short title.
Sec. 2. Limitation on total family benefits in disability cases.
Sec. 3. Reduction in number of drop-out years for younger disabled workers.
Sec. 4. Work incentive.—SGA demonstration project.

1—E•
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Sec. 5. Extraordinary work expenses due to severe disability.
Sec. 6. Provision of trial work period for disabled widows and widowers; extension

of entitlement to disability insurance and related benefits.

Sec. 7. Elimination of requirement that months in medicare waiting period be

consecutive.
Sec. 8. Disability determinations under State agreements; Federal review of State

agency allowances.
Sec. 9. Information to accompany Secretary's decisions as to claimants rights.

Sec. 10. Disability determination demonstration project.
Sec. 11. Limitation on court remands.
Sec. 12. Time limitations for decisions on benefit claims.
Sec. 13. Vocational rehabilitation services for disabled individuals.

Sec. 14. Continued payment of benefits to individuals under vocational rehabilitation

plans.

Sec. 15. Payment for existing medical evidence.
Sec. 16. Payment of certain travel expenses.
Sec. 17. Periodic review of disability determinations.

1 LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY

2 CASES

3 SEC. 2. (a) Section 203(a) of the Social Security Act is

4 amended—

5 (1) by striking out "except as provided by para-

6 graph (3)" in paragraph (1) (in the matter preceding

7 subparagraph (A)) and inserting in lieu thereof "except

8 as provided by paragraphs (3) and (6)";

9 (2) by redesignating paragraphs (6), (7), and (8) as

10 paragraphs (7), (8), and (9), respectively; and

11 (3) by inserting after paragraph (5) the following

12 new paragraph:

13 "(6) Notwithstanding any of the preceding provisions of

14 this subsection (but subject to section 215(i)(2)(A)(ii)), the

15 total monthly benefits to which beneficiaries may be entitled

1G under sections 202 and 223 for any month on the basis of the

17 wages and self-employment income of an individual entitled
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1 to disability insurance benefits (whether or not such total

2 benefits are otherwise subject to reduction under this subsec-

3 tion but in lieu of any reduction under this subsection which

4 would otherwise be applicable) shall be reduced (before the

5 application of section 224) to the smaller of—

6 "(A) 75 percent of such individual's average in-

7 dexed monthly earnings (or 100 percent of his primary

8 insurance amount, if larger), or

9 "(B) 150 percent of such individual's primary in-

10 surance amount.".

11 (b)(1) Section 203(a)(2)(D) of such Act is amended by

12 striking out "paragraph (7)" and inserting in lieu thereof

13 "paragraph (8)".

14 (2) Section 203(a)(8) of such Act, as redesignated by

15 subsection (a)(2) of this section, is amended by striking out

16 "paragraph (6)" and inserting in lieu thereof "paragraph

17 (7)".

18 (3) Section 215(i)(2)(A)(jj)(JJJ) of such Act is amended

19 by striking out "section 203(a) (6) and (7)" and inserting in

20 lieu thereof "section 203(a) (7) and (8)".

21 (c) The amendments made by this section shall apply

22 only with respect to monthly benefits payable on the basis of

23 the wages and self-employment income of an individual

24 whose initial entitlement to disability insurance benefits (with
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1 respect to the period of disability involved) begins on or after

2 January 1, 1980.

3 REDUCTION IN NUMBER OF DROPOUT YEARS FOR

4 YOUNGER DISABLED WORKERS

5 SEC. 3. (a) Section 215(b)(2)(A) of the Social Security

6 Act is amended by striking out "except that" and all that

7 follows and inserting in lieu thereof the following: "except

8 that—

9 "(i) in the case of an individual becoming eligible

10 for disability insurance benefits prior to the year in
11 which he attains age 45, the number of such elapsed

12 years (subject to clause (ii))—

13 "U) shall be reduced only by four if such in-

14 dividual becomes eligible for such benefits in or

15 after the year in which he attains age 40,

16 "(II) shall be reduced only by three if such

17 individual becomes eligible for such benefits in or

18 after the year in which he attains age 36 but
19 before the year in which he attains age 40,

2() "(III) shall be reduced only by two if such

21 individual becomes eligible for such benefits in or

22 after the year in which he attains age 32 but
23 before the year in which he attains age 36,

24 "(IV) shall be reduced only by one if such

25 individual becomes eligible for such benefits in or
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1 after the year in which he attains age 28 but

2 before the year in which he attains age 32, and

3 "(V) shall not be reduced if such individual

4 becomes eligible for such benefits before the year

5 in which he attains age 28;

6 and this clause shall continue to apply for purposes of

7 determining such individual's primary insurance

8 amount after his death or his attainment of age 65

9 unless prior to the month in which he dies or attains

10 such age there occurs a period of at least twelve con-

11 secutive months for which he was not entitled to a dis-

12 ability insurance benefit based on the same disability;

13 "(ii) If an individual described in clause (i) is de-

14 termined in accordance with regulations of the Secre-

15 tary to have been responsible for providing (and to

16 have provided) the principal care of a child (of such in-

17 thvidual or his or her spouse), under the age of 6,

18 throughout more than six full months in any calendar

19 year which is included in such individual's elapsed

20 years but which is not disregarded pursuant to the pre-

21 ceding provisions of this subparagraph and subpara-

22 graph (B) (in determining such inthvidual's benefit com-

23 putation years) by reason of the reduction in the

24 number of such inthvidual's elapsed years under clause

25 (i), the number by which such elapsed years are re-
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1 duced under this subparagraph pursuant to clause (i)

2 shall be increased by one (up to a combined total not

3 exceeding 5) for each such calendar year; except that

4 (I) no calendar year shall be disregarded by reason of

5 this clause (in determining such individual's benefit

6 computation years) unless the individual provided such

7 care throughout more than six full months in such

8 year, (II) the particular calendar years to be disregard-

9 ed (in determining such benefit computation years)

10 shall be those years for which the total of such individ-

11 ual's wages and self-employment income, after adjust-

12 ment under paragraph (3), is the smallest, and (III)

13 this clause shall apply only to the extent that its appli-

14 cation would result in a higher primary insurance

15 amount; and

16 "(iii) the number of an individual's benefit compu-

17 tation years shall in no case be less than two.".

18 (b) The amendments made by this section shall apply

19 only with respect to monthly benefits payable on the basis of

20 the wages and self-employment income of an individual

21 whose initial entitlement to disability insurance benefits (with

22 respect to the period of disability involved) begins on or after

23 January 1, 1980.
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1 WORK INCENTIVE—SQA DEMONSTRATION PROJECT

2 SEC. 4. (a) The Commissioner of Social Security shall

3 develop and carry out experiments and demonstration pro-

4 jects designed to determine the relative advantages and dis-

5 advantages of various alternative methods of treating the

6 work activity of disabled beneficiaries under the old-age, sur-

7 vivors, and disability insurance program, including such

8 methods as a reduction in benefits based on earnings, de-

9 signed to encourage the return to work of disabled beneficia-

10 ries to the end that savings will accrue to the Trust Funds.

11 (b) The experiments and demonstration projects devel-

12 oped under subsection (a) shall be of sufficient scope and shall

13 be carried out on a wide enough scale to permit a thorough

14 evaluaton of the alternative methods under consideration

15 while giving assurance that the results derived from the ex-

16 periments and projects will obtain generally in the operation

17 of the disability insurance program without committing such

18 program to the adoption of any prospective system either lo-

19 cally or nationally.

20 (c) In the case of any experiment or demonstration proj-

21 ect under subsection (a), the Secretary may waive compliance

22 with the benefit requirements of titles II and XVffl of the

23 Social Security Act insofar as necessary for a thorough eval-

24 uation of the alternative methods under consideration. No

25 such experiment or project shall be actually placed in oper-
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1 ation unless at least ninety days prior thereto a written

2 report, prepared for purposes of notification and information

3 only and containing a full and complete description thereof,

4 has been transmitted by the Commissioner of Social Security

5 to the Committee on Ways and Means of the House of Rep-

6 resentatives and to the Committee on Finance of the Senate.

7 Periodic reports on the progress of such experiments or dem-

8 onstrations shall be submitted by the Commissioner to such

9 committees. When appropriate, such reports shall include de-

10 tailed recommendations for changes in administration or law,

11 or both, to carry out the objectives stated in subsection (a).

12 (d) The Commissioner of Social Security shall submit to

13 the Congress no later than January 1, 1983, a final report on

14 the experiments and demonstration projects carried out under

15 this section together with any related data and materials

16 which he may consider appropriate.

17 (e) Section 201 of the Social Security Act is amended by

18 adding at the end thereof the following new subsection:

19 "(j) Expenditures made for experiments and demonstra-

20 tion projects under section 4 of the Disability Insurance

21 Amendments of 1979 shall be made from the Federal Dis-

22 ability Insurance Trust Fund and the Federal Old-Age and

23 Survivors Trust Fund, as determined appropriate by the Sec-

24 retary.".
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1 EXTRAORDINARY WORK EXPENSES DUE TO SEVERE

2 DISABILITY

3 SEC. 5. Section 223(d)(4) of the Social Security Act is

4 amended by inserting after the third sentence the following

5 new sentence: "In determining whether an individual is able

6 to engage in substantial gainful activity by reason of his earn-

7 ings, where his disability is sufficiently severe to result in a

8 functional limitation requiring assistance in order for him to

9 work, there shall be excluded from such earnings an amount

10 equal to the cost (to the individual) of any attendant care

11 services, medical devices, equipment, or prostheses, and simi-

12 lar items and services (not including routine drugs or other

13 routine medical care and services) which are necessary for

14 that purpose, whether or not such assistance is also needed

15 to enable him to carry out his normal daily functions.".

16 PROVISION OF TRIAL WORK PERIOD FOR DISABLED

17 WIDOWS AND WIDOWERS; EXTENSION OF ENTITLE-

18 MENT TO DISABILITY INSURANCE AND RELATED

19 BENEFITS

SEC. 6. (a)(1) Section 222(c)(1) of the Social Security

21 Act. is amended by striking out "section 223 or 202(d)" and

22 inserting in lieu thereof "section 223, 202(d), 202(e), or

23 202(f),".

24 () Section 222(c)(3) of such Act is amended by striking

25 out the period at the end of the first sentence and inserting in

H.R. 2054——2
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1 lieu thereof ", or, in the case of an individual entitled to

2 widow's or widower's insurance benefits under section 202

3 (e) or U) who became entitled to such benefits prior to attain-

4 ing age 60, with the month in which such individual becomes

5 so entitled.".

6 (3) The amendments made by this subsection shall apply

7 with respect to individuals whose disability has not been de-

8 termined to have ceased prior to the date of enactment of this

9 Act.

10 (b)(1)(A). Section 223(a)(1) of such Act is amended by

11 striking out the period at the end of the first sentence and

12 inserting in lieu thereof "or, if later (and subject to subsection

13 (e)), the fifteenth month following the end of such individual's

14 trial work period determined by application of section

15 222(c)(4)(A).".

16 (B) Section 202(d)(1)(G) of such Act is amended by—

17 (i) by redesignating clauses (i) and (ii) as clauses

18 (I) and (TI), respectively,

19 (ii) by inserting "the later of (i)" immediately

20 before "the third month", and

21 (iii) by striking out "or (if later)" and inserting in

22 lieu thereof the following: "(or, if later, and subject to

23 section 223(e), the fifteenth month following the end of

24 such individual's trial work period determined by appli-

25 cation of section 222(c)(4)(A)), or (ii)".
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1 (C) Section 202(e)(1) of such Act is amended by striking

2 out the period at the end and inserting in lieu thereof the

3 following: "or, if later (and subject to section 223(e)), the

4 fifteenth month following the end of such individual's trial

5 work period determined by application of section

6 222(c)(4)(A).".

7 (D) Section 202(0(1) of such Act is amended by striking

8 out the period at the end and inserting in lieu thereof the

9 following: "or, if later (and subject to section 223(e)), the

10 fifteenth month following the end of such individual's trial

11 work period determined by application of section

12 222(c)(4)(A).".

13 (2) Section 223 of such Act is amended by adding at the

14 end thereof the following new subsection:

15 "(e) No benefit shall be payable under subsection (d), (e),

16 or (0 of section 202 or under subsection (a)(1) to an individual

17 for any month in which he engages in substantial gainful ac-

18 tivity during the 12-month period which begins with the

19 fourth month following the end of his trial work period deter-

20 mined by application of section 222(c)(4)(A)."

21 (3) Section 226(b) of such Act is amended—

22 (A) by striking out "ending with the month" in

23 the matter following paragraph (2) and inserting in lieu

24 thereof "ending (subject to the last sentence of this

25 subsection) with the month;" and
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1 (B) by adding at the end thereof the following

2 new sentence: "For purposes of this subsection, an in-

3 dividual who has had a pcriod of trial work which

4 ended as provided in section 222(c)(4)(A), and whose

5 entitlement to benefits or whose status as a qualified

6 railroad retirement beneficiary as described in para-

7 graph (2) has subsequently terminated, shall be deemed

8 to be entitled to such benefits or to occupy such status

9 (notwithstanding the termination of such entitlement or

10 status) for the period of consecutive months throughout

11 all of which the physical or mental impairment, on

12 which such entitlement or status was based, continues,

13 but not in excess of 24 such months".

14 (4) The amendments made by this subsection shall apply

15 with respect to individuals whose disability or blindness

16 (whichever may be applicable) has not been determined to

17 have ceased prior to the date of the enactment of this Act.

18 ELIMINATION OF REQUIREMENT THAT MONTHS IN

19 MEDICARE WAITING PERIOD BE CONSECUTIVE

20 SEC. 7. (a)(1)(A) Section 226(b)(2) of the Social Security

21 Act is amended by striking out "consecutive" in clauses (A)

22 and (B).

23 (B) Section 226(b) of such Act is further amended by

24 striking out "consecutive" in the matter following paragraph
25 (2).
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1 (2) Section 1811 of such Act is amended by striking out

2 "consecutive".

3 (3) Section 1837(g)(1) of such Act is amended by strik-

4 ing out "consecutive".

5 (4) Section 7(d)(2)(ii) of the Railroad Retirement Act of

6 1974 is amended by striking out "consecutive" each place it

7 appears.

8 (b) Section 226 of such Act is amended by redesignating

9 subsection (f) as subsection (g), and by inserting after subsec-

10 tion (e) the following new subsection:

11 "(f) For purposes of subsection (b) (and for purposes of

12 section 1837(g)(1) of this Act and section 7(d)(2)(ii) of the

13 Railroad Retirement Act of 1974), the 24 months for which

14 an individual has to have been entitled to specified monthly

15 benefits on the basis of disability in order to become entitled

16 to hospital insurance benefits on such basis effective with any

17 particular month (or to be deemed to have enrolled in the

18 supplementary medical insurance program, on the basis of

19 such entitlement, by reason of section 1837(f)), where such

20 individual had been entitled to specified monthly benefits of

21 the same type during a previous period which terminated—

22 "(1) more than 60 months before that particular

23 month in any case where such monthly benefits were

24 of the type specified in clause (A)(i) or (B) of subsection

25 (b), or
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1 "(2) more than 84 months before that particular

2 month in any case where such monthly benefits were

3 of the type specified in clause (A)(ii) or (A)(iii) of such

4 subsection,

5 shall not include any month which occurred during such pre-

6 vious period.".

7 (c) The amendments made by this section shall apply

8 with respect to hospital insurance or supplementary medical

9 insurance benefits for months after the month in which this

10 Act is enacted.

11 DISABILITY DETERMINATIONS UNDER STATE AGREE-

12 MENTS; FEDERAL REVIEW OF STATE AGENCY

13 ALLOWANCES

14 SEC. 8. (a)(1) Section 221(a) of the Social Security Act

15 is amended to read as follows:

16 "(a) In the case of any individual, the determination of

17 whether or not he is under a disability (as defined in section

18 216(i) or 223(d)) and of the day such disability began, and the

19 determination of the day on which such disability ceases,

20 shall be made (in accordance with regulations of the Secre-

21 tary) either by the Secretary or, at the discretion of the Sec-

22 retarv, by a State agency pursuant to an agreement entered

23 into under subsection (b). Except as provided in subsections

24 (c) and (d), any such determination shall be the determination

35 of the Scretarv for purposes of this title.".
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1 (2) Section 221(b) of such Act is amended to read as

2 follows:

3 "(b) The Secretary may enter into an agreement with

4 any State under which an appropriate State agency or agen-

5 cies, determined by the Secretary to have the capability of

6 effectively and efficiently making determinations of disability,

7 will make the determinations referred to in subsection (a)

8 with respect to all individuals or specified classes of individ-

9 uals within the State as designated in the agreement by the

10 Secretary: Agreements entered into under this subsection

11 shall contain such terms and conditions as the Secretary may

12 prescribe to assure the effective and uniform administration

13 of this section throughout the United States.".

14 (3) section 221(c) of such Act is amended to read as

15 follows:

16 "(c)(1) The Secretary (in accordance with paragraph (2))

17 shall review determinations, made by State agencies pursu-

18 ant to agreements under this section, that individuals are

19 under disabilities (as defined in section 216(i) or 223(d)). As a

20 result of any such review, the Secretary may determine that

21 an individual is not under a disability (as so defined) or that

22 such individual's disability began on a day later than that

23 determined by such agency, or that such disability ceased on

24 a day earlier than that determined by such agency. The Sec-

25 retary's review of any determination under the preceding
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1 sentence shall be made before any action is taken to imple-

2 ment such determination and before any benefits are paid on

3 the basis thereoL

4 "(2) In carrying out the provisions of paragraph (1) with

5 respect to the review of determinations, made by State agen-

6 cies pursuant to agreements under this section, that individ-

7 uals are under disabilities (as defined in section 216(i) or

8 223(d)), the Secretary shall review—

9 "(A) at least 30 percent of all such determinations

10 made by State agencies in the fiscal year 1980,

11 "(B) at least 60 percent of all such determinations

12 made by State agencies in the fiscal year 1981, and

13 "(0) at least 80 percent of all such determinations

14 made by State agencies in any fiscal year after the

15 fiscal year 1981.".

16 (4) The first sentence of section 22 1(e) of such Act is

17 amended (A) by striking out "as may be mutually agreed

18 upon" and inserting in lieu thereof "as determined by the

19 Secretary", and (B) by inserting "actual" before "cost".

20 (5) Section 221 of such Act is further amended by

21 adding at the end thereof the following new subsection:

22 "(h) An agreement between the Secretary and a State

23 entered into under subsection (b) may be—
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1 "(1) terminated by the State at such time and

2 upon such notice to the Secretary as may be provided

3 in regulations or in such agreement, or

4 "(2) terminated or modified by the Secretary upon

5 such notice to the State as may be provided in regula-

6 tions Or in such agreement but only if he determines

7 that (A) the State has failed substantially, or is not

8 able, to carry out the agreement or (B) the continu-

9 ation of some or all of the functions provided under the

10 agreement is disadvantageous to or inconsistent with

11 the efficient administration of this section.".

12 (b) The amendments made by subsection (a) shall take

13 effect on the date of the enactment of this Act; but any

14 agreement entered into under section 221 of the Social Secu-

15 rity Act which is in effect on the day preceding such date

16 shall continue in effect notwithstanding such amendments

17 unless terminated by the Secretary in accordance with sub-

18 section (h) of such section 221 (as added by subsection (a)(5)

19 of this section).

20 INFORMATION TO ACCOMPANY SECRETARY'S DECISIONS

21 AS TO CLAIMANT'S RIGHTS

22 SEC. 9. (a) Section 205(b) of the Social Security Act is

23 amended by inserting after the first sentence the following

24 new sentences: "Any such decision by the Secretary shall

25 contain a statement of the case setting forth (1) a citation and
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1 discussion of the pertinent law and regulation, (2) a list of the

2 evidence of record and a summary of the evidence, and (3)

3 the Secretary's determination and the reason or reasons upon

4 which it is based. The statement of the case shall not include

5 matters the disclosure of which (as indicated by the source of

6 the information involved) would be harmful to the claimant,

7 but if there is any such matter the claimant shall be informed

8 of its existence, and it may be disclosed to the claimant's

9 representative unless the latter's relationship with the claim-

10 ant is such that disclosure would be as harmful as if made to

11 the claimant.".

12 (b) The amendment made by subsection (a) shall apply

13 with respect to decisions made on and after the first day of

14 the second month following the month in which this Act is
15 enacted.

16 DISABILITY DETERMINATION DEMONSTRATION PROJECT

17 SEC. 10. (a) The Commissioner of Social Security shall

18 develop and carry out a demonstration project designed to

19 determine the feasibility of simplifying and strengthening the

20 initial disability determination process under title II of the
1 Social Security Act by giving every applicant for a disability

2 by determination under that title an opportunity, prior to the
23 issuance of an initial decision denying his application for such

24 determination, establishing a date for the onset of his disabil-

5 itv which is later than the date claimed in the application, or
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1 otherwise serving as the basis for an award less favorable

2 than the one sought, for a personal conference with the

3 person or persons who are participating or will participate in

4 the making of such determination and the rendering of such

5 decision.

6 (b) The demonstration project developed under subsec-

7 tion (a) shall be carried out on a wide enough scale (whether

8 conducted on a limited basis in all States or on a more gener-

9 al basis in selected States) to permit an effective considera-

10 tion of the feasibility and value of such personal conferences

11 prior to initial decision while giving assurance that the re-

12 sults derived from the project will obtain generally in the

13 operation of the disability insurance program without com-

14 mitting such program to the adoption of any prospective

15 system either locally or nationally.

16 (c) The demonstration project under subsection (a) shall

17 include appropriate provision for—

18 (1) adequate written notice to each applicant for a

19 disability determination of the time and place of the

20 conference and of the issues to be considered;

21 (2) review by the applicant of all evidence of

22 record which is being or will be taken into account in

23 making the determination;

94 (3) opportunity for the applicant to present his

25 views and testimony, to submit documentary evidence,
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1 and to indicate the sources of any additional evidence;

2 and

3 (4) such other matters as may make the confer-

4 ence useful to the applicant and encourage his

5 participation.

6 (d) In the case of the demonstration project under sub-

7 section (a), the Secretary may waive compliance with the

8 requirements imposed by titles II and XVIII of the Social

9 Security Act (and regulations thereunder) insofar as neces-

10 sary for a thorough evaluation of the matters under consider-

11 ation. Such project shall not be actually placed in operation

12 unless at least ninety days prior thereto a written report,

13 prepared for purposes of notification and information only and

14 containing a full and complete description thereof, has been

15 transmitted by the Commissioner of Social Security to the

16 Committee on Ways and Means of the House of Representa-

17 tives and to the Committee on Finance of the Senate. Period-

18 ic reports on the progress of the project shall be submitted by

19 the Commissioner to such committees. When appropriate,

20 such reports shall include detailed recommendations for

21 changes in administration or law, or both, to carry out the

22 objectives stated in subsection (a).

23 (e) The Commissioner of Social Security shall submit to

24 the Congress no later than January 1, 1983, a final report on

25 the demonstration project carried out under this section to-
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1 gether with any related data and materials which he may

2 consider appropriate.

3 (0 Section 201(j) of the Social Security Act (as added by

4 section 4(e) of this Act) is amended by inserting before the

5 period at the end thereof the following: "; and expenditures

6 made for the demonstration project under section 10 of such

7 amendments shall be made from the Federal.Disability Insur-

8 ance Trust Fund".

9 LIMITATION ON COURT REMANDS

10 SEC. 11. The sixth sentence of section 205(g) of the

11 Social Security Act is amended by striking out all that pre-

12 cedes "and the Secretary shall" and inserting in lieu thereof

13 the following: "The court may, on motion of the Secretary

14 made for good cause shown before he files his answer,

15 remand the case to the Secretary for further action by the

16 Secretary, and it may at any time order additional evidence

17 to be taken before the Secretary, but only upon a showing

18 that there is new evidence which is material and that there is

19 good. cause for the failure to incorporate such evidence into

20 the record in a prior proceeding;".

21 TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

SEC. 12. Section 205(b) of the Social Security Act is

23 amended by inserting "(1)" after "(b)", by striking out "(1)",

24 "(2)", and "(3)" in the second sentence (as added by section

5 9(a) of this Act) and inserting in lieu thereof "(A)", "(B)" and
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1 "(C)", respectively, and by adding at the end thereof the fol-
2 lowing new paragraph:

3 "(2) The Secretary shall submit to the Congress, no
4 later than January 1, 1980, a report recommending the es-
5 tablishment of appropriate time limitations governing deci-
6 sions on benefit claims. Such report shall specifically
7 recommend_

8 "(A) the maximum period of time (after applica-
9 tion for a payment under this title is filed) within

10 which the initial decision of the Secretary as to the
11 rights of such individual should be made;
12 "(B) the maximum period of time (after applica-
13 tion for reconsideration of any decision described in
14 subparagraph (A) is filed) within which a decision of
15 the Secretary on such reconsideration should be made;
16 "(C) the maximum period of time (after a request
17 for a hearing with respect to any decision described in
18 subparagraph (A) is filed) within which a decision of
19 the Secretary upon such hearing (whether affirming,
20 modifying, or reversing such decision) should be made;
21 and

"(D) the maximum period of time (after a request
23 for review by the Appeals Oouncil with respect to any
24 decision described in subparagraph (A) is made) within
25 which the decision of the Secretary upon such review
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1 (whether affirming, modifying, or reversing such deci-

2 sion) should be made.

3 In determining the time limitations to be recommended, the

4 Secretary shall take into account both the need for expedi-

5 tious processing of claims for benefits and the need to assure

6 that all such claims will be thoroughly considered and accu-

7 rately determined.".

8 VOCATIONAL REHABILITATION SERVICES FOR DISABLED

9 INDIVIDUALS

10 SEC. 13. (a) Section 222(d) of the Social Security Act is

11 amended to read as follows:

12 "Costs of Rehabilitation Services From Trust Funds

13 "(d)(1) For the purpose of making vocational rehabilita-

14 tion services more readily available to disabled individuals

15 who are—

16 "(A) entitled to disability iisurance benefits under

17 section 223,

18 "(B) entitled to child's insurance benefits under

19 section 202(d) after having attained age 18 (and are

20 under a disability),

21 "(C) entitled to widow's insurance benefits under

22 section 202(e) prior to attaining age 60, or

23 "(D) entitled to widower's insurance benefits

24 under section 202(f) prior to attaining age 60,
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1 to the end that savings will accrue to the Federal Disability

2 Insurance Trust Fund as a result of rehabilitating such mdi-

3 viduals into substantial gainful activity, there are authorized

4 to be transferred from the Federal Old-Age and Survivors

5 Insurance Trust Fund and the Federal Disability Insurance

6 Trust Fund each fiscal year such sums as may be necessary

7 to enable the Secretary to reimburse—

8 "(i) the general fund in the Treasury of the

9 United States for the Federal share, and

10 "(ii) the State for twice the State share,

11 of the reasonable and necessary costs of vocational rehabilita-

12 tion services furnished such individuals (including services

13 during their waiting periods), under a State plan for vocation-

14 al rehabilitation services approved under title I of the Reha-

15 bilitation Act of 1973 (29 U.S.C. 701 et seq.), which result in

16 the cessation of such individuals' disability (as demonstrated

17 by their performance of substantial gainful activity which

18 lasts for a continuous period of 12 months, or which results

19 in their employment for a continuous period of 12 months in

20 a sheltered workshop meeting the requirements applicable to

21 a nonprofit rehabilitation facility under paragraphs (8) and

22 (10)(L) of section 7 of such Act (29 U.S.C. 706 (8) and

23 (10)(L)). The determination that the vocational rehabilitation

24 services contributed to the successful return of such individ-

25 uals to sitbstantia.1 gainful activity or their employment in
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1 sheltered workshops, and the determination of the amount of

2 costs to be reimbursed under this subsection, shall be made

3 by the Commissioner of Social Security in accordance with

4 criteria formulated by him.

5 "(2) Payments under this subsection shall be made in

6 advance or by way of reimbursement, with necessary adjust-

7 ments for overpayments and underpayments.

8 "(3) Money paid from the Trust Funds under this sub-

9 section for the reimbursement of the costs of providing serv-

10 ices to individuals who are entitled to benefits under section

11 223 (including services during their waiting periods), or who

12 are entitled to benefits under section 202(d) on the basis of

13 the wages and self-employment income of such individuals,

14 shall be charged to the Federal Disability Insurance Trust

15 Fund, and all other money paid out from the Trust Funds

16 under this subsection shall be charged to the Federal Old-

17 Age and Survivors Insurance Trust Fund. The Secretary

18 shall determine according to such methods and procedures as

19 he may deem appropriate—

20 "(A) the total amount to be reimbursed for the

1 cost of services under this subsection, and

22 "(B) subject to the provisions of the preceding

23 sentence, the amount which should be charged to each

24 of the Trust Funds.
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1 "(4) For the purposes of this subsection the term 'voca-

2 tional rehabilitation services' shall have the meaning assigned

3 it in title I of the Rehabilitation Act of 1973 (29 U.S.C. 701

4 et seq.), except that such services may be limited in type,

5 scope, or amount in accordance with regulations of the Sec-

6 retary designed to achieve the purpose of this subsection.

7 "(5) The Secretary is authorized and directed to study

8 alternative methods of providing and financing the costs of

9 vocational rehabilitation services to disabled beneficiaries

10 under this title to the end that maximum savings will result

11 to the Trust Funds. On or before January 1, 1980, the Sec-

12 retary shall transmit to the President and the Congress a

13 report which shall contain his findings and any conclusions

14 and recommendations he may have.".

15 (b) The amendment made by subsection (a) shall apply

16 with respect to fiscal years beginning after September 30,

17 1980.

18 CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS

19 UNDER VOCATIONAL REHABILITATION PLANS

20 SEC. 14. Section 225 of the Social Security Act is

21 amended by inserting "(a)" after "SEC. 225.", and by adding

22 at the end thereof the following new subsection:

23 "(b) Notwithstanding any other provision of this title,

24 payment to an individual of benefits based on disability (as

25 described in the first sentence of subsection (a)) shall not be
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1 terminated or suspended because the physical or mental im-

2 pairment on which the individual's entitlement to such bene-

3 fits is based has or may have ceased if—

4 "(1) such individual is participating in an ap-

5 proved vocational rehabilitation program under a State

6 plan approved under title I of the Rehabilitation Act of

7 1973, and

8 "(2) the Commissioner of Social Security deter-

9 mines that the completion of such program, or its con-

10 tinuation for a specified period of time, will increase

11 the likelihood that such individual may (following his

12 participation in such program) be permanently removed

13 from the disability benefit rolls.".

14 PAYMENT FOR EXISTING MEDICAL EVIDENCE

15 SEC. 15. (a) Section 223(d)(5) of the Social Security Act

16 is amended by adding at the end thereof the following new

17 sentence: "Any non-Federal hospital, clinic, laboratory, or

18 other provider of medical services, or physician not in the

19 employ of the Federal Government, which supplies medical

20 evidence required by the Secretary under this paragraph

21 shall be entitled to payment from the Secretary for the rea-

22 sonable cost of providing such evidence.".

23 (b) Section 1614(a)(3) of such Act is amended by adding

4 at. the end thereof the following new subparagraph:



28

1 "(F) Any non-Federal hospital, clinic, laboratory, or

2 other provider of medical services, or physician not in the

3 employ of the Federal Government, which supplies medical

4 evidence required by the Secretary under this paragraph

5 shall be entitled to payment from the Secretary for the rea-

6 sonable cost of providing such evidence.".

7 PAYMENT OF CERTAIN TRAVEL EXPENSES

8 SEC. 16. Section 201 of the Social Security Act (as

9 amended by section 4(e) of this Act) is amended by adding at

10 the end thereof the following new subsection:

11 "(k) There are authorized to be made available for ex-

12 penditure, out of any or all of the Trust Funds, such amounts

13 as are required to pay travel expenses, either on an actual

14 cost or commuted basis, to individuals for travel incident to

15 medical examinations requested by the Secretary in connec-

16 tion with disability determinations under section 221, and to
17 parties, their representatves, and all reasonably necessary

18 witnesses for travel within the United States (as defined in

19 section 210(i)) to attend reconsideration interviews and pro-

20 ceedings before administrative law judges under title II, part

1 B of title XI, title XVI, and title XVIII.".

22 PERIODIC REVIEW OF DISABILITY DETERMINATIONS

23 SEC. 17. Section 221 of the Social Security Act (as

24 amended by section 8(a)(5) of this Act) is amended by adding
25 at the end thereof the following new subsection:
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1 "(i) In any case where an individual is determined to be

2 under a disability, unless a finding has been made that such

3 disability is permanent, the case shall be reviewed by the

4 applicable State agency or the Secretary (as may be appro-

5 priate), for purposes of continuing eligibility, at least once

6 every three years. Reviews of cases under the preceding sen-

7 tence shall be in addition to, and shall not be considered as a

8 substitute for, any other reviews which are required or pro-

9 vided for under or in the administration of this title.".

0
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To amend the Social Security Act to target expenditures for

disability insurance benefits in a manner more specifically

directed to achieve the purposes of the program and to
remove certain disincentives for disabled beneficiaries to

engage in gainful activity, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 That this Act, together with the following table of contents,

4 may be cited as the "Disability Insurance Reform Act of

5 1979".
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1 TITLE I—ENTITLEMENT AND BENEFIT AMOUNT

REDUCTION OF FAMILY MAXIMUM BENEFIT WITH RE-

3 SPECT TO AN INDIVIDUAL ENTITLED TO A DISABIL-

4 ITY INSURANCE BENEFIT

5 SEC. 101. (1) Section 203(a)(2) of the Social Security

6 Act is amended by adding after subparagraph (ID) the follow-

7 ing new subparagraph:

8 "(E) In the case of an individual described in paragraph

9 (1) who attains age 62 after 1978 and becomes entitled to a
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1 disability insurance benefit after August 1979 based on eligi-

2 bility for that benefit (as defined in sections 215(a)(3)(B) and

3 (a)(2)(A)) after 1978, the total monthly benefits to which

4 beneficiaries are entitled under section 202 or 223 for a

5 month on the basis of the wages and self-employment income

6 of such disabled individual, prior to any increases resulting

7 from the application of paragraph (2)(A)(ii)(Tll) of section

8 2 15(i), shall be further reduced (prior to rounding under para-

9 graph (1)) as necessary so as not to exceed 80 percent of that

10 individual's average indexed monthly earnings (as used or

11 would be used to determine his primary insurance amount),

12 except that this subparagraph shall not apply so as to reduce

13 the monthly benefit (i) of such individual or (ii) to which bene-

14 ficiaries are entitled, on the basis of the wages and self-em-

15 ployment income of such individual, for any month following

16 the month preceding the month in which the individual

17 died.".

18 (2) Section 203(a)(1) of the Social Security Act is

19 amended, in the matter preceding subparagraph (A), by in-

20 serting "subject to paragraph (2)(E) and" after "such individ-

21 ual shall,".

22 (3) Section 203(a)(6) of that Act is amended by (A) in-

23 serting "the lower of (i)" after "reduced to", and (B) insert-

24 ing before the period at the end thereof the following: ", or

2i (ii) an amount equal to the sum of the maximum amounts of
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1 benefits payable on the basis of the wages and self-employ-

2 ment income of all such insured individuals."

3 REDUCED DROPOUT YEARS FOR YOUNGER DISABLED

4 WORKERS

5 SEC. 102. (a) Section 215(b)(2)(A) of the Social Secu-

6 rity Act is amended to read as follows:

7 "(2)(A) The number of an individual's benefit computa-

8 tion years equals the number of elapsed years reduced—

9 "(i) in the case of an individual entitled to old-age

10 insurance benefits (except by reason of his entitlement

11 to disability insurance benefits for the month preceding

12 the month in which he attained the age of 65) or who

13 died, by 5 years, and

14 "(ii) in the case of an individual entitled to disabil-

15 ity insurance benefits, by the number of years equal to

16 one-fifth of such individual's elapsed years (disregard-

17 ing any resulting fractional part of a year), but not

18 more than five years

19 except that the number of an individual's benefit computation

20 years may not be less than two.".

21 (b) Section 223(a)(2) of the Act is amended by inserting

22 "and section 215(b)(2)(A)(ii)" after "section 202(q)" in the

23 first sentence.

24 (c) The amendments made by this section shall be appli-

3 cable to monthly benefits with respect to individuals who
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1 became eligible therefor, as defined in paragraphs (2)(A) and

'2 (3)(E) of section 2 15(a) of the Act, after 1978 and are enti-

3 tied to benefits for any month after August 1978.

4 TITLE 11—ELIMINATION OF DISINCENTIVES TO

5 ENGAGE IN SUBSTANTIAL GAINFUL ACTIVITIES

6 ELIMINATION OF REQUIREMENT THAT MONTHS IN

7 MEDICARE WAITING PERIOD BE CONSECUTIVE

8 SEC. 201. (a)(1)(A) Section 226(b)(2) of the Sociai Secu-

9 rity Act is amended by striking out "consecutive" in ciauses

10 (A) and (B).

11 (B) Section 226(b) of such Act is further amended by

12 striking out "consecutive" in the matter foiiowing paragraph

13 (2).

14 (2) Section 1811 of such Act is amended by striking out

15 "consecutive".

16 (3) Section l837(g)(1) of such Act is amended by strik-

17 ing out "consecutive".

18 (4) Section 7(d)(2)(ii) of the Railroad Retirement Act of

19 1974 is amended by striking out "consecutive" each place it

20 appears.

21 (b) Section 226 of such Act is amended by redesignating

22 subsection (I) as subsection (g), and by inserting after subsec-

23 tion (e) the following subsection:

24 "(0 For purposes of subsection (b) (and for purposes of

25 section 1837(g)(1) of this Act and section 7(d)(2)(ii) of the
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1 Railroad Retirement Act of 1974), the 24 months for which

2 an individual has to have been entitled to specified monthly

3 benefits on the basis of disability in order to become entitled

4 to hospital insurance benefits on such basis effective with any

5 particular month (or to be deemed to have enrolled in the

6 supplementary medical insurance program, on the basis of

7 such entitlement, by reason of section 1837(f)), where such

8 individual had been entitled to specified monthly benefits of

9 the same type during a previous period which terminated—

10 "(1) more than 60 months before that particular

11 month in any case where such monthly benefits were

12 of the type specified in clause (2) (A)(i) or (B) of sub-

13 section (b), or

14 "(2) more than 84 months before that particular

15 month in any case where such monthly benefits were

16 of the type specifie.d in clause (2) (A)(ii) or (A)(iii) of

17 such subsection,

18 shall not include any month which occurred during such pre-

19 vious period.".

20 (c) The amendments made by this section shall apply

21 with respect to hospital insurance or supplementary medical

22 insurance benefits for months after the month in which this

23 Act is enacted.
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1 PROVISION OF TRIAL WORK PERIOD FOR DISABLED

2 WIDOWS AND WIDOWERS

3 SEC. 202. (a) Section 222(c)(1) of the Social Security

4 Act is amended by striking out "sectioi 223 or 202(d)" and

5 inserting in lieu thereof "section 223, 202(d), 202(e), or

6 202(f),".

7 (b) Section 222(c)(3) of the Act is amended by striking

8 out the period at the end of the first sentence and inserting in

9 lieu thereof ", or, in the case of an individual entitled to

10 widow's or widower's insurance benefits under section 202

11 (e) or (f) who became entitled to such benefits prior to attain-

12 ing age sixty, with the month in which such individual be-

13 comes so entitled.".

14 (c) The amendments made by this subsection shall apply

15 with respect to individuals whose disability has not been de-

16 termined to have ceased prior to the date of enactment of this

17 Act.

18 EXTENSION OF ENTITLEMENT TO DISABILITY INSURANCE

19 AND RELATED BENEFITS

20 SEC. 203. (a)(1) Section 223(a)(1) of the Social Security

21 Act is amended by striking out the period at the end of the

22 first sentence and inserting in lieu thereof "or, if later (and

23 subject to subsection (e)), the fifteenth month following the

24 end of such individual's trial work period determined by ap-

25 plication of section 222(c)(4)(A).".
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1 (2) Section 202(d)(1)(G) of the Act is amended by—

2 (A) redesignating clauses (i) and (ii) as clauses U)
3 and (II), respectively,

4 (B) inserting "the later of (i)" immediately before

5 "the third month", and

6 (0) striking out "or (if later)" and inserting in lieu

7 thereof: "(or, if later, and subject to section 223(e), the

8 fifteenth month following the end of such individual's

9 trial work period determined by application of section

10 222(c)(4)(A)), or (ii)".

11 (3) Section 202(e)(1) of the Act is amended by striking

12 out the period at the end and inserting in lieu thereof: "or, if
13 later (and subject to section 223(e)), the fifteenth month fol-

14 lowing the end of such individual's trial work period deter-

15 mined by application of section 222(c)(4)(A).".

16 (4) Section 202(0(1) of the Act is amended by striking
17 out the period at the end and inserting in lieu thereof: "or, if
18 later (and subject to section 223(e)), the fifteenth month fol-

19 lowing the end of such individual's trial work period deter-

20 mined by application of section 222(c)(4)(A).".

21 (b) Section 223 of the Act is amended by adding at the
22 end thereof the following new subsection:

23 "(e) No benefit shall be payable under subsection (d), (e),

24 or (f) of section 202 or under subsection (a)(1) to an individual
25 for any month in which he engages in substantial gainful ac-
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1 tivity during the twelve-month period which begins with the

2 fourth month following the end of his trial work period deter-

3 mined by application of section 222(c)(4)(A).".

4 (c) Section 226(b) of the Act is amended—

5 (1) by striking out "ending with the month" in

6 the matter following paragraph (2) and inserting in lieu

7 thereof "ending (subject to the last sentence of this

8 subsection) with the month"; and

9 (2) by adding at the end thereof the following new

10 sentence: "For purposes of this subsection, an individu-

11 al who has had a period of trial work which ended as

12 provided in section 222(c)(4)(A), and whose entitlement

13 to benefits or whose status as a qualified railroad re-

14 tirement beneficiary as described in paragraph (2) has

15 subsequently terminated, shall be deemed to be entitled

16 to such benefits or to occupy such status (notwith-

17 standing the termination of such entitlement or status)

18 for the period of consecutive months throughout all of

19 which the physical or mental iinpairment, on which

20 such entitlement or status was based, continues, but

21 not in excess of 24 such months".

22 (d)(1)(A) Section 1614(a)(3) of the Act is amended by

23 adding at the end thereof the following new subparagraph:

24 "(F) For purposes of this title, an individual whose trial

25 work period has ended by application of paragraph (4)(D)(i)

H.R. 2854——2
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1 shall, nonetheless be considered to be disabled until (i) the

2 fifteenth month following the month with which his trial work

3 period ended, or (ii) the month in which his disability ceases

4 (as determined without regard to subparagraph (4)(D)),

5 whichever is earlier.".

6 (B) Such section is further amended by striking out, in

7 si4paragraph (D) thereof, "paragraph (4)" and inserting

8 "subparagraph (F) or paragraph (4)" in lieu thereof.

9 (2) Section 1611(e) of the Act is amended by adding at

10 the end thereof the following new paragraph:

11 "(4) No benefit shall be payable under this title with

12 respect to an eligible individual or his eligible spouse who is

13 an aged, blind, or disabled individual solely by application of

14 section 1614(a)(3)(F).".

15 (e) The penultimate sentence of section 1902(a) is

16 amended by—

17 (1) striking out "any individual who" and insert-

18 ing "; (I) any individual who" in lieu thereof, and

19 (2) striking out the period at the end of such sen-

20 tence and inserting in lieu thereof the following: ", II)
21 any individual who received either supplemental secu-

22 rity income benefits under title XVII or State supple-

23 mentary payments on the basis of disability but whose

24 benefits or payments were terminated by reason of the

25 applicability to him of section 1614(a)(4)(D)(i) (or be-
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1 cause of the amount of his earned income not excluded

2 pursuant to section 1612(b)), shall continue to be treat-

3 ed as if he were receiving such benefits or payments

4 until the earlier of the thirty-sixth month following the

5 last month for which such individual received such

6 benefits or payments or the month following the month

7 that his disability ceases (as determined without regard

8 to section 1614(a)(3)(D)), and (III) any individual who

9 received either supplemental security income benefits

10 under title XVI or State supplementary payments on
11 the basis of blindness but whose benefits or payments

12 were terminated because of the amount of his earned

13 income not excluded pursuant to section 1612(b), shall

14 continue to be treated as if he were receiving such

15 benefits or payments until the earlier of the thirty-sixth

16 month following the last month for which such individ-

17 ual received such benefits or payments or the month
18 following the month that his blindness ceases.".

19 (0 The amendments made by this section shall apply

20 with respect to individuals whose disability or blindness
21 (whichever may be applicable) has not been determined to

22 have ceased prior to the date of the enactment of this Act.
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1 DEDUCTIONS FROM EARNINGS FOR DETERMINING SUB-

2 STANTIAL GAINFUL ACTIVITY AND AMOUNT OF SUP-

3 PLEMENTAL SECURITY INCOME BENEFITS

4 SEC. 204. (a) Section 223(d)(4) of the Social Security

5 Act is amended by inserting the following new sentences im-

6 mediately after the first sentence thereof: "In applying such

7 criteria, there shall in any event be excluded from the earn-

8 ings of an individual engaged in gainful activity the cost in-

9 curred by him for attendant care or other services or items

10 necessary, because of his impairment, for him to engage in

11 such activity and without regard to whether they are also

12 needed to enable him to carry out his normal daily functions

13 (or, if any such care, services, or items were furnished with-

14 out cost to the individual, such amount with respect thereto

15 as the Secretary may prescribe). The Secretary shall specify

16 in regulations the types of care, services, and items that may

17 be considered as necessary to enable a disabled individual to

18 engage in gainful activity, and the amount of earnings to be

19 excluded pursuant to the preceding sentence shall be subject

20 to such limits as the Secretary may by regulation prescribe.

21 In the case of an individual to whom the preceding sentence

22 applies for any month who, for the same month, receives

23 supplemental security income benefits under title XVI, the

24 amounts of earnings excluded under the preceding sentence
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1 shall equal the amount excluded under section 1614(a)(3)(D)

2 for such month.".

3 (b)(1) Section 1612(b)(4)(A) of the Act (pertaining to ex-

4 clusions from the earned income of the blind) is amended by

5 striking out clause (ii) down through the comma and inserting

6 in lieu thereof "(ii) an amount equal to costs incurred by the

7 individual for attendant care or other services or items neces-

8 sary, because of his blindness, for him to engage in gainful

9 activity, without regard to whether they are also needed to

10 enable him to carry out his normal daily functions, and any

11 other expenses reasonably attributable to the earning of any

12 income and (iii)".

13 (2) Section 1612(b)(4)(B) of the Act is amended by strik-

14 ing out "and (ii)" and inserting in lieu thereof the following:

15 "(ii) an amount of earned income equal to the cost incurred

16 by the individual for attendant care or other services or items

17 necessary, because of his impairment, for him to engage in

18 gainful activity and without regard to whether they are also

19 needed to enable him to carry out his normal daily functions,

20 and (iii)".

21 (3) Section 1612(b) is further amended by adding at the

22 end thereof the following new sentences: "The Secretary

23 shall specify in regulations the types of care, services, and

24 items that may be considered as necessary to enable a blind

25 or disabled individual to engage in gainful activity, and the
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1 amount of earned income that may be excluded pursuant to

2 paragraph (4)(A)(ii) or (4)(B)(ii), shall be subject to such limits

3 as the Secretary may by regulation prescribe. For purposes

4 of determining the amount to be excluded under such para-

5 graphs, the Secretary shall determine the usual amount of

6 such expenses, if any, with respect to a disabled or blind

7 individual, and such amounts shall be applicable to the month

8 for which they are determined and all subsequent months

9 until the determination is revised upon the showing of a sig-

10 nificant change in the amount of such expenses.".

11 (c) Section 1614(a)(3)(D) of the Act is amended by in-

12 serting, immediately after the first sentence thereof, the fol-

13 lowing new sentence: "In applying such criteria, there shall

14 in any event be excluded from the earnings of an individual

15 engaged in gainful activity the amount excluded from his

16 earned income under section 1612(b)(4)(B)(ii) for the cost of

17 attendant care or other services or items necessary because

18 of his impairment, for him to engage in such activity and

19 without regard to whether they are also needed to enable him

20 to carry out his normal daily functions (or, if any such care,

21 services, or items were furnished without cost to the individ-

22 ual, such amount with respect thereto as the Secretary may

23 prescribe).".

24 (d) The amendments made by this section shall be appli-

25 cable with respect to determinations of eligibility for or
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1 amount of benefits for months after the third month following

2 enactment of this Act.

3 TERMINATION OF DEEMING WHEN CHILD ATTAINS AGE 18

4 SEC. 205. (a) Section 1614(0(2) of the Social Security

5 Act is amended by striking out "under age 21" and inserting

6 in lieu thereof "under age 18".

7 (b) The amendment made by this section shall be effec-

8 tive beginning with the second quarter beginning after this

9 Act is enacted.

10 REPORT TO CONGRESS

11 SEC. 206. The Secretary of Health, Education, and

12 Welfare shall review the operation of the amendments made

13 by this title, and, not later than the close of the sixty-sixth

14 month following the month in which they became effective,

15 shall submit to the Congress a report thereon, including the

16 data necessary to assess the effectiveness of such amend-

17 ments in encouraging disabled individuals to return to sub-

18 stantial gainful activity.

19 TITLE ffl_A1JMINTISTRATI IMPROVEMENTS

20 STATE OPTION TO MAKE DISABILITY DETERMINATIONS

21 SEC. 301. (a) Section 221(a) of the Social Security Act

22 is redesignated as section 221(a)(1) and the first sentence

23 thereof is amended by striking out all after 'such disability

24 ceases," and inserting in lieu thereof "shall be made by an

25 agency of each State that notifies the Secretary in writing



16

1 that it wishes to make such disability determinations com-

2 mencing with such month as the Secretary and the State

3 agree upon, but only if (A) the Secretary has not found,

4 under subsection (b)(1) that the State agency substantially

5 failed to make disability determinations in accordance with

6 the applicable provisions of this section or rules issued there-

7 under, or (B) the State has not notified the Secretary, under

8 subsection (b)(2), that it does not wish to make such determi-

9 nations. If the Secretary once makes the finding described in

10 clause (A) of the preceding sentence, or the State gives the

11 notice referred to in clause (B) of such sentence, the Secre-

12 tary may thereafter determine whether (and, if so, beginning

13 with which month and under what conditions) the State may

14 make again disability determinations under this paragraph.".

15 (b) Section 22 1(a) of the Act is further amended by

16 adding after and below paragraph (1), the following new

17 paragraph:

18 "(2) The disability determinations described in para-

19 graph (1) made by a State agency shall be made in accord-

20 ance with the pertinent provisions of this title and the stand-

21 ards and criteria contained in regulations or other written

22 guidelines of the Secretary pertaining to matters such as dis-

23 ability determinations, and the class or classes of individuals

24 with respect to which a State may make disability determina-

25 tions (if it does not wish to do so with respect to all individ-
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1 uals in the State) and the conditions under which it may

2 choose not to make all such determinations. In addition, the

3 Secretary shall promulgate regulations specifying, in such

4 detail as he deems appropriate, performance standards and

5 administrative requirements and procedures to be followed in

6 performing the disability determination function in order to

7 assure effective and uniform administration of the disability

8 insurance program throughout the United States. The regula-

9 tions may, for example, specify matters such as—

10 "(A) the administrative structure and the relation-

11 ship between various units of the State agency respon-

12 sible for disability determinations,

13 "(B) the physical location of and relationship

14 among agency staff units, and other individuals or or-

15 ganizations performing tasks for the State agency, and

16 standards for the availability to applicants and benefi-

17 ciaries of facilities for making disability determinations,

18 "(0) State agency performance criteria, including

19 the rate of accuracy of decisions, the time periods

20 within which determinations must be made, the proce-

21 dures for and the scope of review by the Secretary,

22 and, as he finds appropriate, by the State, of its per-

23 formance in individual cases and in classes of cases,

24 and rules governing access of appropriate Federal offi-
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1 cials to State offices and to State records relating to its

2 administration of the disability determination function,

3 "(D) fiscal control procedures that the State

4 agency may be required to adopt,

5 "(E) the submission of reports and other data, in

6 such form and at such time as the Secretary may re-

7 quire, concerning the State agency's activities relating

8 to the disability determination process, and

9 "(F) any other rules designed to facilitate, or con-

10 trol, or assure the equity and uniformity of the State's

11 disability determinations.".

12 (c)(1) Section 221(b) of the Act is amended to read as

13 follows:

14 "(b)(1) If the Secretary finds, after notice and opportuni-

15 ty for a hearing, that a State agency is substantially failing to

16 make disability determinations in a manner consistent with

17 his regulations and other written guidelines, the Secretary

18 shall, not earlier than 180 days following his finding, make

19 the disability determinations referred to in subsection (a)(1).

20 "(2) If a State, having notified the Secretary of its

21 intent to make disability determinations under subsection

22 (a)(1), no longer wishes to. make such determinations, it shall

23 notify the Secretary in writing of that fact, and, if an agency

24 of the State is making disability determinations at the time

25 such notice is given, it shall continue to do so for not less
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1 than 180 days. Thereafter, the Secretary shall make the dis-
2 ability determinations referred to in subsection (a)(1).".

3 (d) Section 221(c) of the Act is amended to read as
4 follows:

5 "(c) The Secretary may on his own motion review a
6 disability determination referred to in subsection (a)(1) made

7 by a State agency, and, as a result of such review, may de-
8 termine that an individual is or is not under a disability (as
9 defined in section 216(i) or 223(d)), or that such disability

10 began or ceased on a day earlier or later than that deter-
11 mined by such agency.".

12 (e) Section 221(d) of the Act is amended by striking out
13 "(a)" and inserting "(a), (b)" in lieu thereof.

14 (1) Section 221(e) of the Act is amended, in the first
15 sentence, by—

16 (1) striking out "which has an agreement with the
17 Secretary" and inserting in lieu thereof "which is
18 making disability determinations under subsection
19 (a)(1)",

20 (2) striking out "as may be mutually agreed
21 upon" and inserting "as determined by the Secretary"
22 in lieu thereof, and

23 (3) striking out "carrying out the agreement
24 under this section" and inserting in lieu thereof
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1 "making disability determinations under subsection

2 (a)(1)".

3 (g) Section 221(g) of the Act is amended by—

4 (1) striking out "has no agreement under subsec-

5 tion (b)" and inserting "does not undertake to perform

6 disability determinations under subsection (a)(1), or

7 which has been found by the Secretary to have sub-

8 stantially failed to make disability determinations in a

9 manner consistent with his regulations and guidelines",

10 and

11 (2) striking out "not included in an agreement

12 under subsection (b)" and inserting in lieu thereof "for

13 whom no State undertakes to make disability determi-

14 nations".

15 LIMITATION ON PROSPECTIVE EFFECT OF APPLICATION

16 SEC. 302. (a) Section 202(j)(2) of the Social Security

17 Act is amended to read as follows:

18 "(2) An application for any monthly benefits under this

19 section filed before the first month in which the applicant

20 satisfies the requirements for such benefits shall be deemed a

21 valid application (and shall be deemed to have been filed in

22 such first month) only if the applicant satisfies the require-

23 ments for such benefits before the Secretary makes a final

24 decision on the application and no request under section

25 205(b) for notice and opportunity for a hearing thereon is
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1 gether with any related data and materials which he may

2 consider appropriate.

3 (1) Section 201(j) of the Social Security Act (as added by

4 section 4(e) of this Act) is amended by inserting before the

5 period at the end thereof the following: "; and expenditures

6 made for the demonstration project under section 10 of such

7 amendments shall be made from the Federal Disability Insur-

8 ance Trust Fund".

9 LIMITATION ON COURT REMANDS

10 SEC. 11. The sixth sentence of section 205(g) of the

11 Social Security Act is amended by striking out all that pre-

12 cedes "and the Secretary shall" and inserting in lieu thereof

13 the following: "The court may, on motion of the Secretary

14 made for good cause shown before he files his answer,

15 remand the case to the Secretary for further action by the

16 Secretary, and it may at any time order additional evidence

17 to be taken before the Secretary, but only upon a showing

18 that there is new evidence which is material and that there is

19 good cause for the failure to incorporate such evidence into

20 the record in a prior proceeding;".

21 TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

22 SEC. 12. Section 205(b) of the Social Security Act is

23 amended by inserting "(1)" after "(b)", by striking out "(1)",

24 "(2)", and "(3)" in the second sentence (as added by section

25 9(a) of this Act) and inserting in lieu thereof "(A)", "(B)" and
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1 "(C)", respectively, and by adding at the end thereof the fol-

2 lowing new paragraph:

3 "(2) The Secretary shall submit to the Congress, no

4 later than January 1, 1980, a report recommending the es-

5 tablishment of appropriate time limitations governing deci-

6 sions on benefit claims. Such report shall specifically

7 recommend—

8 "(A) the maximum period of time (after applica-

9 tion for a payment under this title is filed) within

10 which the initial decision of the Secretary as to the

11 rights of such individual should be made;

12 "(B) the maximum perjod of time (after applica-

13 tion for reconsideration of any decision described in

14 subparagraph (A) is filed) within which a decision of

15 the Secretary on such reconsideration should be made;

16 "(C) the maximum period of time (after a request

17 for a hearing with respect to any decision described in

18 subparagraph (A) is filed) within which a decision of

19 the Secretary upon such hearing (whether affirming,

20 modifying, or reversing such decision) should be made;

21 and

22 "(D) the maximum period of time (after a request

23 for review by the Appeals Council with respect to any

24 decision described in subparagraph (A) is made) within

25 which the decision of the Secretary upon such review
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1 been incurred without regard to such project, shall be met by
2 the Secretary from amounts made available to him for this
3 purpose, as authorized by applicable appropriation Acts, from

4 the Federal Old-Age and Survivors Insurance Trust Fund,
5 the Federal Disability Insurance Trust Fund, the Federal
6 Hospital Insurance Trust Fund, and the Federal Supplemen-
7 tary Medical Insurance Trust Fund, and from the amounts
8 appropriated from the general revenues of the Treasury to

9 carry out any such title. The costs of any such project shall
10 be allocated among each of such Trust Funds and each such
11 appropriation in a manner determined by the Secretary,
12 taking into consideration the programs (or types of benefit) to

13 which the project (or part of a project) is most closely related

14 or is intended to benefit. If, in order to carry out a project
15 under this section, the Secretary requests a State to make
16 supplementary payments (or makes them himself pursuant to

17 an agreement under section 1616), or to provide medical as-
18 sistance under its plan approved under title XIX, to individ-
19 uals who are not eligible therefor, or in amounts or under
20 circumstances under which the State does not make pay-
21 ments under such section or provide medical assistance under
22 its State plan, the Secretary shall reimburse such State for
23 the non-Federal share of such payments or such assistance
24 from amounts appropriated to carry out title XVI or XIX, as
25 may be appropriate.".
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1 to the end that savings will accrue to the Federal Disability

2 Insurance Trust Fund a a result of rehabilitating such mdi-

3 viduals into substantial gainful activity, there are authorized

4 to be transferred from the Federal Old-Age and Survivors

5 Insurance Trust Fund and the Federal Disability Insurance

6 Trust Fund each fiscal year such sums as may be necessary

7 to enable the Secretary to reimburse—

8 "(i) the general fund in the Treasury of the

9 United States for the Federal share, and

10 "(ii) the State for twice the State share,

11 of the reasonable and necessary costs of vocational rehabilita-

12 tion services furnished such individuals (including services

13 during their waiting periods), under a State plan for vocation-

14 al rehabilitation services approved under title I of the Reha-

15 bilitation Act of 1973 (29 U.S.C. 701 et seq.), which result in

16 the cessation of such individuals' disability (as demonstrated

17 by their performance of substantial gainful activity which

18 lasts for a continuous period of 12 months, or which results

19 in their employment for a continuous period of 12 months in

a. sheltered workshop meeting the requirements applicable to

21 a nonprofit rehabilitation facility under paragraphs (8) and

22 (10)(L) of section 7 of such Act (29 U.S.C. 706 (8) and

23 (10)(L)). The determination that the vocational rehabilitation

24 services contributed to the successful return of such individ-

25 uals to substantial gainful activity or their employment in
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1 (1) striking out the third sentence,

2 (2) striking out, in the fourth sentence, ", upon

3 the pleadings and a transcript of the record," and ",

4 with or without remanding the case for a rehearing",

5 (3)(A) striking out, in the fifth sentence, ", if sup-

6 ported by substantial evidence,", and

7 (B) striking out "shall be conclusive" in such sen-

8 tence and inserting in lieu thereof "shall be conclusive

9 and not subject to review by any court",

10 (4) striking out, in the fifth sentence, "conformity

11 with such regulations and", and

12 (5) striking out, in the sixth sentence—

13 (A) "and may, at any time, on good cause

14 shown, order additional evidence to be taken

15 before the Secretary,",

16 (B) "and after hearing such additional evi-

17 dence if so ordered," in the sixth sentence, and

18 (0) ", and a transcript of the additional

19 record and testimony upon which his action in

20 modifying or affirming was based".

21 (b)(1) Title XVIII of the Social Security Act is amended

2 by adding at the end thereof the following new section:

23 "JUDICIAL REVIEW

24 "SEC. 1882. Any individual, after any final decision of

25 the Secretary made after a hearing to which he was a party,
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1 "(4) For the purposes of this subsection the term 'voca-

2 tional rehabilitation services' shall have the meaning assigned

3 it in title I of the Rehabilitation Act of 1973 (29 U.S.C. 701

4 et seq.), except that such services may be limited in type,

5 scope, or amount in accordance with regulations of the Sec-

6 retary designed to achieve the purpose of this subsection.

7 "(5) The Secretary is authorized and directed to study

8 alternative methods of providing and financing the costs of

9 vocational rehabilitation services to disabled beneficiaries

10 under this title to the end that maximum savings will result

11 to the Trust Funds. On or before January 1, 1980, the Sec-

12 retary shall transmit to the President and the Congress a

13 report which shall contain his findings and any conclusions

14 and recommendations he may have.".

15 (b) The amendment made by subsection (a) shall apply

16 with respect to fiscal years beginning after September 30,

17 1980.

18 CONTINTJED PAYMENT OF BENEFITS TO INDIVIDUALS

19 UNDER VOCATIONAL REHABILITATION PLANS

20 SEC. 14. Section 225 of the Social Security Act is

21 amended by inserting "(a)" after "SEC. 225.", and by adding

22 at the end thereof the following new subsection:

23 "(b) Notwithstanding any other provision of this title,

24 payment to an individual of benefits based on disability (as

25 described in the first sentence of subsection (a)) shall not be
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1 tary made before he files his answer, remand the case to the

2 Secretary for further action by the Secretary, and may, at

3 any time, on good cause shown, order additional evidence to

4 be taken before the Secretary, and the Secretary shall, after

5 the case is remanded, and after hearing such additional evi-

6 dence if so ordered, modify or affirm his findings of fact or his

7 decision, or both, and shall file with the court any such addi-

8 tional and modified findings of fact and decision, and a tran-

9 script of the additional record and testimony upon which his

10 action in modifying or affirming was based. Such additional

11 or modified findings of fact and decision shall be reviewable

12 only to the extent provided for review of the original findings

13 of fact and decision. The judgment of the court shall be final

14 except that it shall be subject to review in the same manner

15 as a judgment in other civil actions. Any action instituted in

16 accordance with this subsection shall survive notwithstanding

17 any change in the person occupying the office of Secretary or

18 any vacancy in such office.".

19 (2) The following sections of the Act are amended by

20 striking out "section 205(g)" and inserting in lieu thereof

21 "section 1882":

22 (A) section 1159(b);

23 (B) section 1 160(b)(4);

24 (0) section 1862(d)(3); and

25 (D) section 1869 (b)(1) and (c).
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1 (c) The amendments made by subsection (a) shall apply

2 to decisions with respect to applications filed after the date of

3 enactment of this Act; the amendments made by subsection

4 (b) shall become effective upon enactment.

0
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LETTER OF TRANSMITTAL

SUBCOMMITTEE ON SOCIAL SECURITY,
COMMITTEE ON WAYS AND MEANS,

U.S. HOUSE OF REPRESENTATIVES,
Washington, D.C., April , 1979.

Hon. AL IJLLMAN,
Chairman, Committee on Ways and Means, U.S. House of Representative8,

Washingtom, D.C.
DEAR MR. CHAIRMAN: I transmit, herewith, a COPY of H.R.3236,

a bill which was reported unanimously by the Social Security Subcorn-
mittee on March 28, 1979, to amend title H of the Social Seurit,y Act
to piovide better work incentives and ilnprove(1 accountability in the
disnbility insurance program.

In the committee report on the Social Security Amendments of 1977,
the Social Security Subcommittee was directed to develop legislation
designed to reduce the cost of the (lisability insurance 1)1oglam and
bring it under more effective administrative control. H.R. 32:6
closely follows H.R. 14084, 95th Congress, which the Subcommittee
approved last fall but which the full committee was unable to take up
because of the press of other legislation.

The subcommittee bill contains a number of interrelated provisions,
the net effect of which would eliminate the long-range deficit in the
disability insurance program trust fund and provide short-term benefit
savings which would amount to about $1.2 to $1.4 billion a year by
1984.

The bill's provisions are fully described in the accompanying "Pur-
pose and Rationale of H.R. 3236" and section-by-section analysis.

I urge that the Committee on Ways and Means give prompt con-
sideration to the subcommittee's bill.

Sincerely,
J. J. PICKLE,

Chairman, Social Security Subcommittee.
(In)
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DISABILITY INSURANCE AMENDMENTS OF 1979

PURPOSE AND RATIONALE
Woik incentives

Recent actuarial studies in both the public and private sector have
indicated that high replacement rates (the ratio of benefits to previous
earnings) have constituted a major disincentive to disabled people
in attempting rehabilitation or generally returning to the work force.
A recent anaiysis by the social security actuaries has indicated

The average replacement ratio of newly entitled disabled
workers with median earnings and who have qualifying
dependents increased from about 60 percent in 1967 to
over 90 percent in 1976, an increase of about 50 percent.
During this time the gross recovery rate decreased to only
one-half of what it was in 1967. High benefits are a forim-
clable incentive to maintain beneficiary status especially
when the value of medicare and other benefits are consid-
ered. We believe that the rncentive to return to permanent
self-supporting work provided by the trial work period
provision has been largely negated by the prospect of losing
the high benefits. ("Experience of Disabled-Worker Benefits
Under OASDI, 1972—74," actuarial study No. 73, June
1978.)

John H. Miller, probably the most knowledgeable disability actuary
in the private sector, points to the role of high replacement rites m
recent adverse social security disability experience:

The evidence is clear that liberal disability benefits in-
duce both an increase in the number of cases approved and
the prolongation of disability. From a social and humanistic
point of view, we are presented with a dilemma, namely,
how we can provide adequate benefits to those unfortunate
individuals who become and remain truly disabled, without
removing or greatly reducing the incentive to overcome the
disability.

Secretary Califano testified before our subcommittee in February
of this year:

Benefits in approximately 6 percent of all cases actually
exceed the disabled person's previous net earnings; and
approximately 16 percent of beneficiaries receive benefits
that are more than 80 percent of their average predisabi]ity
net earnings.

The primary mechanism in the subcommittee bill to provide re-
placement rates which better support incentives to work is the limi-
tation on family benefits. When it is combined with the other work
incentive aspects of the bill it is hoped that beneficiary motivation
will be more positive towards vocational rehabilitation and return to
the labor market.

(1)
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A number of elements underlie the philosophy of the subcommittee's
limitation:

(1) It is designed primarily to strengthen work incentives for
disabled beneficiaries.

(2) It is temporary and a transttion in the sense that when the
social security benefit structure and formula are ezamitied in a com-
prehensive way in the near future, other approaches might be found
preferable for the long term, such as a separate disability benefit
formula, a revised family maximum for all or individual programs
(disability, retirement, survivors), or non-wage-related dependents'
benefits.

(3) Although it assumes that a few more families would have to
supplement their benefits through AFDC than do families under social
security disability at the present time, the proposal is not designed to
take "welfare" out of social security.

Specifically, section 2 of the subcommittee bill would limit total DI
family benefits to the smaller of 80 percent of a worker's average
indexed monthly earnings (AIME) or 150 percent of the worker's
primary benefits (PIA). No family benefit would be reduced below
100 percent of the worker's primary benefit. The limitation would be
effective only for entitlements on or after January 1, 1980.

The limit on benefits would affect only 30 percent of newly disabled
workers; 70 percent of people coming on the rolls do not have eligible
dependents and, thus, would not be affected by a cap on family
benefits. It is estimated that 123,000 families and 358,000 beneficiaries
would be affected by the cap in the first year.

A number of other interrelated provisions in the subcommittee bill
are designed to eliminate work disincentives.

1. To reduce the disparity in disability benefits between young and
Older workers, section 3 of the bill would vary dropout years by age
for disability entitlements after 1979. There would be no dropout
years allowed for workers under age 27 and the number of dropout
years would gradually rise to 5 (which is existing law) for workers
age 47 and over. However, if a worker provided principal care for a
child under age 6 for more than 6 months in any calendar year, the
number of dropout years would be increased by 1 for each year but
to not more than 5. This latter provision would not be effective until
January 1981.

2. Section 6 of the subcommittee bill in effect extends the present
9-month trial work period to 24 months. In the last 12 months of the
24-month period, the individual would not receive benefits if he finds
he must return to the disability rolls. The present trial work period
of 9 months seems to be an insufficient work incentive for work
attempts.

3. Section 6 of the subcommittee bill also provides a trial work
period for disabled widows and widowers. There appears to be no
justification for the lack of applicability of trial work for these cate-
gories of beneficiaries.

4. The subcommittee bill eliminates two work disincentive pro-
visions which relate to the medicare program:

(a) Under section 6, medicare coverage would be extended for
24 months after a benefit termination for work after the trial
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vork period; in effect this would extend medicare eligibility for
an additional 36 months over existing law.

(b) The medicare second 24-month waiting period would be
eliminated under section 7.

5. To further stimulate work efforts for severe'y disabled individ-
uals, under section 5 of the bill there would be excluded from earnings
used in determining ability to engage in substantial gainful activity
(SGA) the costs to the worker of any extraordinary work expenses
necessitated by a severe impairment. Also authority to waive benefit
requirements of title II and title XVIII would be authorized under
section 4 so that demonstration projects could be carried out to
ascertain alternative methods f treating work activity to stimulate
a return to gainful employment by disability beneficiaries. Research
findings in this area are urgently needed for enlightened policy
determinations.
Program accountability and uniformity of administration

The subcommittee concern in this area is not only one of cost control
but aiso one of trying to effectuate more uniformity of administration
so that beneficiaries, regardless of their place of residence, will be
treated on an equal basis as to this Federal benefit. The subcommittee
bill attempts to strengthen the Federal-State adjudicative structure
and reinstitute more Federal review of State decisionmaking.

Regarding the State agencies which determine disability, section 8
of the subcommittee bill would eliminate the current system of admin-
istration which relies on the negotiation of Federal-State agreements.
The bill would replace this mechanism with the grant of regulatory
authority to the Secretary of Health, Education, and Welfare to estab-
lish procedures and performance standards for the State disability
determination programs. The regulations might specify, for example,
administrative structure, the physical location of and relationship
among agency staff units, performance criteria, fiscal control proce-
(lures, and other rules applicable to State agenies and designed to
assure equity and uniformity in State agency disability determina-
tions. States would have the option of administering the program in
compliance with these standards or turning over administration to the
Federal Government. States which decide to administer the program
must comply with standards set by the Secretary subject to termina-
tion by the Secretary if the State substantially fails to comply with
the regulations and written guidelines.

As to increased Federal review of State agency decisions, budget
pressure in 1971—72 to reduce Federal staffing forced the Social Secu-
rity Administration to take administrative steps which were tanta-
mount to an amendment of the statutory scheme of the disability
insurance program. Social Security moved in rapid steps from what
had been about an 80 percent review of the State agencies disability
allowances prior to their making awards—preadjudicative—to a sam-
ple review involving only 5 percent of State cases after the awards
were made—postadjudicative.

The social security actuaries have reported: "We believe that these
changes in review procedures have contributed to higher incidence
rates since 1972."

The subcommittee bill returns to the situation existing prior to 1972
as to the review of allowances. The requirement in section 8 of the

48—288—79—2
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bill for increased Federal review on a preadjudicative basis is phased
in over a 3-year period, beginning in fiscal 1980, so that there can be
an orderly increase in the highly trained staff necessary to carry out
this purpose.

The subcommittee is also concerned by the lack of followup on the
medical condition and the possible work activity of individuals who
have been on the rolls for years. Section 17 of the bill provides, there-
fore, that unless the adjudicator in the State agency makes a finding
that the individual is under a disability which is permanent, there
will be a review of the status of disabled beneficiaries at least once
every 3 years. The subcommittee bill emphasizes that all existmg re-
views of eligibility under the law are to be continued and expanded
where necessary.

Rehabilitation. expenditure8 and program effectwene88
In recent yearrs the cost effectiveness of the provisions which au-

thorize vocationai rehabilitation (VR) expenditures out of the dis-
ability trust fund have been questioned. Under existing Jaw, an amount
equal to 1.5 percent of disability insurance expenditures is potentially
available for vocational rehabilitation expenditures. This is called the
beneficiary rehabilitation program (BR?). However, in 1976 the GAO
reported that previous estimates of benefit savings because of rehabili-
tation services were not being realized and suggested that the ad-
ministration should freeze funding of the program. This has been done
for the last couple of years, although some increase in funding has been
made available for increases in the cost-of-living.

The subcommittee bill contains a provision aimed at providing a
more permanent solution to this problem. In terms of simplification
and better admirListration, section 13 of the bill would consolidate the
VR funding sources for the seriously disabled in the regular VR pro-
gram. Under existing law the VR agency and counselor may have
three potential funding sources for disabled beneficiaries and the
required bookkeeping and juggling of differing program rationales has
lead to confusion in administration. The approach in the subcommittee
bill also seems appropriate inasmuch as the Congress, following the
recommendation of the VR administrators, may place the regular VR
program in a new Department of Education.

Section 13 of the bill aiso replaces the BR? program with a much
more limited program of' disability trust fund contributions for voca-
tional rehabilitation expenditures. It authorizes bonus Federal ntth-
mg of State regular VII expenditures for those individuals where the
rehabilitation results in their continuous engaging in substantial gain-
ful activity (SGA) for a 12-month period. Under the subcommittee
bill, the effective date is fiscal year 1981 to provide for an orderly
transition and for adjustment of the authorization of appropriation
for the regular VR program which is within the jurisdiction of the
Committee on Education and Labor.

The subcommittee bill recognizes that some persons on the dis-
ability rolls will only be able to work in sheltered workshop situations
at a wao rate which would not be sufficient to terminate their benefits.
Under tbis bill, there would be bonus matching for their rehabilitation
expenses, but it would be subject to a requirement that they receive
wages for the 12-month period after the "rehabilitation" phase of their
se1tered workshop experieice had been coic1uded.
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Section 14 of the subcommittee bill also provides that no bene-
ficiary be terminated due to medical recovery if the beneficiary is
participating in an approved VR program which the Social Security-
Admirnstration determines will increase the likelihood that the bene-
ficiary may be permanently removed from the disability benefit rolls.
Appeals procedure

The subcommittee bill provides a number of provisions which make
the disability adjudication and appeals process more effective and
equitable:

1. Section 9 of the bill would provide the claimant with a more
detailed explanation and rationale for the decision and a written
summary of the evidence. The lack of specificity of the disability
denial notice has been a source of claimant complaint for years.

2. Section 15 of the bill would authorize the Secretary to pay all
non-Federal providers for costs of supplying medical evidence of record
in social security disability claims as is done for SSI disability claims.

3. Section 16 of the bill would place in pelmanent law authority for
payment of claimant's travel expenses resulting from participation
in various phases of the adjudication process.

4. Section 11 of the bill provides that the Secretary's authority to
remand a court case to the AU be discretionary with the court upon
a showing of good cause by the Secretary. The Secretary has absolute
authority under existing law and this may have led to laxity in appeals
council review. The subcommittee bill also requires that the court may
remand only on a showing that there is new evidence which is material,
and that there was good cause for failure to incorporate it into the
record in a prior proceeding. Under existing law the court itself, or
on motion of the claimant, has discretionary authority "for good
cause" to remand the case back to the AU. It would appear that
although many of these court remands are justified some remands are
undertaken because the judge disagrees with the outcome of the case
which may be sustainable under the "substantial evidence rule."

5. Section 10 would limit the prospective effect of applications
(the so-called floating application) and allow for a more orderly
administrative process and closing of the record. Present law provides
that if an applicant satisfies the requirements for benefits at any
time before a final decision of the Secretary is made, the application
is deemed to be filed in the first month for which the requirements
are met. One consequence of this provision is that the claimant is
afforded a continuing opportunity to establish eligibility, including
doing so through the introduction of evidence of a new or worsened
condition, unt1 all levels of administrative review have been ex-
hausted; i.e., until there is a final decision. The amendment made
by this section would. allow the issuance of regulations to foreclose
the introduction of new evidence with respect to a previously ified
application after the decision is made at the admmistrative AU
hearing, but would not. affect remand authority to remedy an insuffi-
ciently documented case or other defect.

6. Section 13 of the bill also requires the Secretary of HEW to
submit a report to Congress no later than January 1, 1980, recom-
mendmc appropriate time limits for the various levels of adjudication.
The Feaeral courts have imposed such limits at the hearing level and
numerous bills have been introduced to set such limits at various
levels of adjudication.
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The bill requires the Secretary in recommending the limits to give
adequate consideration to both speed and quality of adjudication.
This would force the administration in prog'am and budget planning
to take a harder look at these sometithes conflicting objectives. Con-
gress could then evaluate the recommendations for consistency with
the elements it wishes to emphasize and take further action next year.

IR.B. 8236, 96th Cong., 1t sees.]

A BILL To amend title II of the Social Security Act to provide
better work incentives and improved accountability in the disability
insurance program, and for other purposes
Be it enacted by the Senate and House of Representative8 of

the United Stae8 of America in (]ongres8 a8sembled, That this
Act, with the following table. of oontents, may be cited as
the "Disability Insurance Amendments of 1979".

TABLE OF CONTENTS
Sec. 1. Short title.
Sec. 2. Limitation on total family benefits in disability cases.
Sec. 3. Reduction in number of drop-out years for younger disabled

workers.
Sec. 4. Work incentive—SGA demonstration project.
Sec. 5. Extraordinary work expenses due to severe, disability.
Sec. 6. Provision of trial work period for disabled widows and widow-

ers; extension of entitlement to disability insurance and
related benefits.

Sec. 7. Elimination of requirement that months in medicare waiting
period be consecutive.

Sec. 8. Disability determinations; Federal rev tw of State agency
allowances.

Sec. 9. Information to accompany Secretary's decisions as to claim-
ant's right.

Sec. 10. Limitation on prospective effect of application.
Sec. 11. Limitation on court remands.
Sec. 12. Time limitations for decisions on benefit claims.
Sec. 13. Vocational rehabilitation services for disabled individuals.Sec. 14. Continued payment of benefits to individuals under vo-

cational rehabilitation plans.
Sec. 15. Payment for existing medical evidence.
Sec. 16. Payment of certain travel expenses.
Sec. 17. Periodic mcview of disability determinations.

LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY CASES

SEC. 2. (a) Section 203 (a) of the Socia.I Security Act isamended—
(1) by striking out "except as provided by ara-

graph (3)" in paragraph (1) (in the matter preceding
subparagraph (A)) and inserting in lieu thereof "except
as provided by paragraphs (3) and (6)";

(2) by redesignating paragraphs (6), (7), and (8) as
1)aragraphs (7), (8), and (9), respectively; and

(3) by inserting after paragraph (5) the following
new paragraph:

"(6) Notwithstanding any of the preceding provisions of
this subsection (but subject to section 215(i) (2) (A) (ii)), the
total monthly benefits to which beneficiaries may be entitled
under sections 202 and 223 for any month on the basis of the
wages and self-empIyment income of an individual entitled
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to disability insurance benefits (whether or not such total
benefits are otherwise subject to reduction under this subsec-
tion but in lieu of any reduction under this subsection which
would otherwise be applicable) shall be reduced (before the
application of section 224) to the smaller of—

"(A) 80 percent of such in(lividual's average ifl(ICXC(l
niopthlv earnings (or 1O() Ixrccnt of his primary instil—
nnce amount, if larger), or

"(B) 150 percent of such individual's primary in-
surance amount.".

(b)(1) Section 203(a)(2)(D) of such Act is amended by
striking out "paragraph (7)" and inserting in lieu thereof
"paragraph (8)".

(2) Section 203(a)(8) of such Act, as redesignated by
subsection (a)(2) of this section, is amended by striking out
"paragraph (6)" and inserting in lieu thereof "paragraph
(7)".

(3) Section 215(i)(2)(A)(ii)(ffl) of such Act is amended
by striking out "section 203(a)(6) and (7)" and inserting in
lieu thereof "section 203(a) (7) and(8)".

(c) The amendments made by this section shall apply only
with respect to monthly benefits payable on the basis of the
wages and self-employmnt income of an individual whose
initial eligibility for benefits (determined under sections
215(a)(3)(B) and 215(a)(2)(A) of the Soical Security Act, as
npplied for this lurlose) begins after 1978, and whose initial
entitlement t.o disability insurance benefits (with respect to
the 1)elio(l of disability involved) begins after 1979.

REDUCTION I NUM}3EE OF DROPOUT YEARS FOR YOUNGER
DSA3L1D WORKERS

SEC. 3. (a) Section 215(b) (2) (A) of the Social Security Act
is amended to read as follows:

"(2)(A) The number of an individual's benefit computation
years equals the number of elapsed years reduced—

"(i) in the case of an individual who is entitled to
old-age insurance benefits or who has (lie(l (except as
1)rovide(l in the second sentence of this subparagraph),
by 5 years, and

''(i) in the case of an in(livi(lua.1 who is entitled to
disability insurance benefits, by the number of years
equal to one—fifth of such individual's elapsed years
(disregarding any resulting fractional part of a year)
but not by more than 5 years.

Clue (ii), onee applicable with respect to any in(hvidual
hill continue to ppIy f9r 1)IIFPOSCS of determining such mdi—
vi(lual's primary instiiance amount after his death or attain-
ment. of nge 65 or any subsequent eligibility for disability in-
surance benefits unless prior to the mouth in which he dies,
attains slI(h fige, or beeome so eligible there occurs a period
of at lem$ 12 (onse(ittive months for which be was not enti—
led to i (lisa.biIit.V iIlslIFan(e benefit. If an indivi(llial (le—

C1'ibe(l in cluue (ii) i (letermined in accor(lance with regula—
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tions of the Secretary to have been responsible for providing
(and to have provided) the priicipa1 care of a child (of such
individual or his or her spouse) under the age of 6 throughout
more than 6 full months in any calendar year which is in-
cluded in such individual's elapsed years, but which is not
disregarded pursuant to clause (ii) or to subparagraph (B) (in
determining such individual's benefit computation years) by
reason of the reduction in the number of such individual's
elapsed years under clause (ii), the number by which such
elapsed years are reduced under this subparagraph pursuant
to clause (ii) shall be increased by one (up to a combined total
not exceeding 5) for each such calendar year; except that (I)
no calendar year shall be disregarded by reason of this sen-
tence (in determining such individual's benefit computation
years) unless the individual provided such care throughout
more than 6 full months in such year, (II) the particular cal-
endar years to be disregarded under this sentence (in deter-
mining such benefit computation years) shall be those years
(not otherwise disregarded under clause (ii)) for which the
total of such individual's wages and self-employment income,
after adjustment under paragraph (3), is the smallest, and
(III) this sentence shall apply only to the extent that its ap-
plication would result in a higher primary insurance amount.
The number of an individual's benefit computation years as
determined under this subparagraph shall in no case be less
than 2.".

(b) Section 223 (a) (2) of such Act is amended by insert-
ing "and section 215(b) (2) (A) (ii)" after "section 202(q)" in
the. first sentence.

(c) The amendments made by this section shall apply
only with respect to monthly benefits payable on the basis of
the wages and seff-employment income of an individual
whose initial entitlement to disability insurance benefits (with
respect to the period of disability involved) begins on or after
January 1, 1980; except that the third sentence of section
215(b)(2)(A) of the Social Security Act (as added by such
amendments) shall apply only with respect to monthly bene-
fits payable for months after December 1980.

WORK INCENTIvE—SGA DEMONSTRATION PROJECT

SEC. 4. (a) The Commissioner of Social Security shall
develop and carry out experiments and demonstration proj-
ects designed to determine the relative advantages and disad-
vantages of various alternative methods of treating the work
activity of disabled beneficiaries under the old-age, survivors,
and disability insurance program, including such methods as
a reduction in benefits based on earnings, designed to encour-
age the return to work of disabled beneficiaries to the end
that savings will accrue to the Trust Funds.

(b) The experiments and demonstration projects developed
under subsection (a) shall be of sufficient scope and shall be
carried out on a wide enough scale to permit a thorough eva!-
uatioii of the alternative methods under consideration while
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giving assurance that the results derived from the experi-
ments and projects will obtain generally in the operation of
the disability insurance program without committing such
program to the adoption of any prospective system either
locally or nationally.

(c) In the case of any experiment or demonstration project
under subsection (a), the Secretary may waive complaince
with the benefit requirements of titles II and XVIII of the
Social Security Act insofar as is necessary for a thorough
evaluation of the alternative methods under consideration. No
such experiment or project shall be actually placed in oper-.
ation un]ess at least ninety days pnor thereto a written
report, prepared for purposes of notification and information
only and containing a fu]l and complete description thereof,
has been transmitted by the Commissioner of Social Security
to the Committee on Ways and Means of the House of Rep-
resentatives and to the Committee on Finance of the Senate.
Periodic reports on the progress of such experiments and
demonstration projects shall be submitted by the Cornmis-
sioner to such committees. When appropriate, such reports
shall include detailed recommendations for changes in adinin-
istration or law, or both, to carry out the objectives stated in
subsection Ca).

(d) The Commissioner of Social Security shall submit to
the Congress no later than January 1, 1983, a final report on
the experiments and demonstration projects carried out under
this section together with any related data and materials
which he may cQnsider appropriate.

(e) Section 201 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"(j) Expenditures made for experiments and demonstra-
tion projects under section 4 of the Disability Insurance
Amendments of 1979 shall be made from the Federal Dis-
ability Insurance Trust Fund and the Federal Old-Age and
Survivors lusurance Trust Fund, as determined apjropriate
by the Secretary.".

EXTRAORDINARY WORK EXPEN5ES DUE TO SEvERE
DI5ABILITY

SEC. 5. Section 223(d)(4) of the Social Security Act is
amended by inserting after the third sentecne the following
new sentence: "In determinino whether an individual is able
to engace in substantial gainfu activity by reason of his earn-
ings, were his disability is sufficienUy severe to result in a
functional limitation requiring assistance in order for him to
work, there shall be excluded from such earnings an amount
equal to the cost (to the mdividual) of any attendant care
services, medical devices, equipment, prostheses, and similar
items and services (not including routine drugs or routine
medical services unless such drugs or services are necessary
for the control of the disabling condition) which are necessary
for that purpose, whether or not such assistance is also
needed to enable him to carry out his normal daily
functions.".
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PROVISION OF TRIAL WORK PERIOD FOR DISABLED WIDOWS
AND WIDOWERS; EXTENSION OF ENTITLEMENT TO DISABIL-
ITY INSURANCE AND RELATED BENEFITS

SEC. 6. (a)(1) Section 222(c)(1) of the Social Security
Act is amended by Striking out "Section 223 or 202(d)" and
inserting in lieu thereof "section 223, 202(d), 202(e), or
202(f)".

(2) Section 222(c) (3) of such Act is amended by striking
out the period at the end of the first sentence and inserting
in lieu thereof ", or, in the case of an indiVidual entitled to
ividow's or widower's insurance bnefits under section 202
(e) or (f) Who became entitled to such benefits prior to attain-
ing age 60, with the month in which such indiVidual, becomes
so éntitlèd.".

(3) The amendments made by this subsection shall apply
irith respect 'to individui1s vhos disability has not been
'determined to htv ceased prior to the date of the enactment
of this Act;

(b)(1)(A) Section 223(a) (1) of such Act is amended by
striking out the. pei'iod at the end .of the first sentence and
inserting in lieu thereof "or, if later (and subject to sub-
section (e)), t.h fiftenth month following the end of such
indiVidual's trial work period determined by application of
section 222(c) (4)(A).".

(B) Section 202(d)(1)(G) of such Act is amended by--—
(i) by redesignating clauses (i) and (ii) as clauses (I)

and (H), respectiVely,
(ii) by inSerting 'the later of (i)" immediately before

"the third month", and
(iii) by striking out "or (if later)" and inserting in

lieu thereof the following: "(or, if later, and subject to
section 223(e), the fifteenth month following the end of
such individual's trial work period determined by appli-

• cation of section 222(c)(4)(A)), or (ii)".
(C) Section 202(e) (1) of such Act is amended by striking

out the period at the end and inserting in lieu thereof the
following: "or, if later (and subject to section 223(e)), the
fifteenth month following the end of such individual's trial
work period determined by application of section 222(c)-
(4) (A).".

(D) Section 202(f) (1) of such Act is amended by striking
out the period at the end and insertmg in lieu thereof the
following: "or, if later (and subject to section 223(e)), the
fifteenth month following the end of such mdiVidual's trial
work period determined by application of section 222(c)-
(4) (A).".

(2) Section 223 of such Act is amende(l by adding at the
end thercof the following new subsection:

"(e) No benefit sha1 be payable under subsection (d), (e),
or (f) of section 202 or under subsection (a)(1) to an in-
dividual for any month after the third month in which he
engages in substantial gainful activity during the 15-month
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period following the end of his trial work period determined
by application of section 222(c) (4) (A).".

(3) Section 226(b) of such Act is amended—
(3) Section 226(b) of such Act is amended—

(A) by striking out "ending with the month" in the
matter following paragraph (2) and inserting in lieu
thereof "endino (subject to the last sentence of this sub-
section) with tie month" and

(B) by adding at the end thereof the following new
sentence: "For purposes of this subsection, an individual
who has had a period of trial work which ended as
provided in section 222(c) (4) (A), and whose entitlement
to benefits or status as a qualified railroad retirement
beneficiary as described in paragraph (2) hs sub-
sequently terminated, shall be deemed to be entitled to
such benefits or to occupy such status (notwithstanding
the termination of such entitlement or status) for the
period of consecutive months throughout all of which the
physical or mental impairment, on which such entitle-
ment or status was based, continues, but not in excess of
24 such months.".

(4) The amendments made by this subsection shall apply
with respect to individuals whose disability or blindness
(whichever may be applicable) has not been determined to
have ceased prior to the (late of the enactment of this Act.

ELIMINATION OF' REQUIREMENT T}IAP MONTBS IN MEDICARE
WAITING PERIOD BE CONSECUTIVE

SEC. 7. (a)(1)(A) Section 226(b)(2) of the Social Secu-
rity Act is amended by striking out "consecutive" in clauses
(A) and (B).

(B) Section 226(b) of such Act is further amended b
striking out "consecutive" in the matter following paragrap
(2).

(2) Section 1811 of such Act is amended by striking out
"consecutive".

(3) Section 1837)g) (1) of such Act is amended by striking
out "consecutive.".

(4) Section 7(d) (2) (ii) of the Railroad Retirement Act of
1974 is amended by striking out "consecutive" each place it
appears.

(b) Section 226 of the Social Security Act is amended
by redesignating subsection (f) as subsection (g), and by in-
sertiiig after subsection (e) the following new subsection:

"(f) For purposes of subsection (b) (and for purposes of
section 1837(g)(1) of this Act and section 7(d)(2)(ii) of the
Railroad Retirement Act of 1974), the 24 months for which
an individual has to have been entitled to specified monthly
benefits on the basis of disability in order to become entitled
to hospital insurance benefits on such basis effective with any
particular month (or to be deemed to have enrolled in the
supplementary medical insurance program, on the basis of

43—283—79—.-——3
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such entitlement, by reason of section 1837(f)), where such
individual had been entitled to specified monthly benefits of
the same type during a previous period which terminated—

"(1) more than 60 months before that particular
month in any ease where such monthly benefits were of
the type speeified in clause (A) (i) or (B) of subsection
(b)(2), or

"(2) more than 84 months before that particular
month in any case where such monthly benefits were of
the type in clause (A) (ii) or (A) (iii) of such subsection,

shall not include any month which occurred during such pre-
vious period.".

(c) rfhe amendments made by this section shall apply with
respect to hospital insurance or supplementary medical in-
surance benefits for months after the month in which this
Act is enacted.

DISABILITY DETERMINATIONS; FEDERAL REVIEW OF
STATE AGENCY ALLOWANCES

SEC. 8. (a) Section 221 (a) of the Social Security Act is
amended to read as follows:

"(a)(1) In the case of an individual, the determination
of whether or not he is under a disability (as defined in sec-
tion 216(i) or 223(d)) and of the (lay such disability began,
and the determination of the day on which such disability
ceases, shall be made by a State agency in any State that
notifies the Secretary in writing that it wishes to make such
disability determinations commencing with such month as the
Serietary anl the State agree upon, but only if (A) the Sec-
retary has not found, under subsection (b)(l), that the State
agency has substantially failed to make disability determina-
tions in accordance with the applicable provisions of this sec-
tion or rules issued thereunder, and (B) the State has not
notified the Secretary, under subsection (b) (2), that it does
not wish to make such determinations. If the Secretary once
makes the finding described in clause (A) of the preceding
sentence, or the State gives the notice referred to in clause
(B) of such sentence, the Secretary may thereafter determine
Whether (and, if so, beginning with which month and under
what conditions) the State may make again disability deter-
minations under this paragraph.

"(2) Th' (hsabillty determinations described in paragraph
(1) made by a State agency shall be made in accordance with
tlic 1)ertinent provisions of this title and the standards and
ciiteria (ontaine(1 in regulations or other written guidelines
of the S(retu'y pei'taitiitig to initters such as disaility de—
terinnt ions, the class oz (I1SSPS of individuals with resict
to v1iili Izf.e uIar make (hisabihty (leterimnations (if it
does tiOl wisi Lo do SO w Ih tespeet to aU indivj Lti1s in the

nid tw (OU( I t.io is 11Ii(lPL which it may cIioos: tiot to
,uk' all SU(h (1('t.WflllflUt.IfflIS. in tul(lition, the. S'I(Lr3r shafl

to iii t gafi i'gu ali otis specifying, in such det;iI as he (lecins
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appropriate, poiformaiiee standards and administrative re—
quireinents and procedures to ho follosvel in performing the
disability determination function in order to assure effective
and uniform administration of the disability insurance pro-
gram throughout the United States. The regulations may, for
example, specify matters such as—

"(A) the administrative structure and the relation-
ship between various units of the State agnncy respoll-
sible for disability determinations,

"(B) the physical location of and relationship among
agency staff units, and other individuals or organizations
performing tasks for the State aoency, and standards for
the availability to applicants anS beneficiaries of facilities
for making disability determinations,

"(C) State agency performance criteria, inc1udin the
rate of accuracy of decisions, the time periods within
which determinations must be made, the procedures for
and the scope of review by the Secretary, and, as he finds
appropriate, by the State, of its performance in indi-
vidual cases and in classes of cases, and rules governing
acecss of appropriate Federal offieials to State Offices
and to State records relating to its administration of the
disability determination function,

"(D) fiscal control procedures that the State agency
may be required to adopt,

"(E) the submission of reports and other data, in such
form and at such time as the Secretary may require, con-
cerning the State agency's activities relating to the dis-
ability determination process, and

"(F) any other rules designed to facilitate, or control,
or assure th equity and uniformity of the State's dis-
ability determinations.".

(b) Section 221(b) of such Act is amended to read as
follows:

"(b) (1) If the Secretary finds, after notice and opportu-
nity for a hearing, that a State agency is substantially failing
to make disability determinations in a manner consistent with
his regulations and other written guidelines, the Secretary
shall, not earlier than 180 days following his finding, make
the disability determinations referred to in subsection (a)(1).

"(2) If a State, having notified the Secretary of its intent
to make disability determinations under subsection (a) (i)
no lono-er wishes to make such determinations, it shall
notify tie Secretary in writiii of that lact, and, if an agency
of the State is inakin disability determinations at the time
such notice is given, it shall nontinue to do so for not less
than 180 days. Thereafter, the Secretary shall make the dis-
ability determinations referred to in subsection (a)(1).".

(c) Section 221(c) of such Act i amended to read as
follows:

"(c)(i) The Secretary (in accordince with paragraph (2))
shall review detenninations, made by State agencies pursu-
ant to this section, that individuals are under disabilities (as
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defined in section 216(i) or 223(d)). As a result of any such
review, the Secretary may determine that an individual is not
under a disability (as so defined) or that such individual's
disability began on a day later than that determined by such
agency, or that such disability ceased on a day earlier than
that determined by such agency. Any review by the Secre-
tary of a State agency determination under the preceding
provisions of this paragraph shall be made before any action
is taken to implement such determination and before any
benefits are paid on the basis thereof.

"(2) In carrying out the provisions of paragraph (1) with
respect to the review of determinations, made by State agen-
cies pursuant to this section, that individuals are under dis-
abilities (as defined in section 216(i) or 223(d)), the Secretary
shall review—

"(A) at least 30 percent of all such determinations
made by State agencies in the fiscal year 1980,

"(B) at least 60 percent of all such determinations
made by State agencies in the fiscal year 1981, and

"(C) at least 80 percent of all such determinations
made by State agencies in any fiscal year after the
fiscal year 1981.".

(d) Section 221(d) of such Act is amended by striking
out "(a)" and inserting in lieu thereof "(a), (b)".

(e) The first sentence of section 221(e) of such Act is
amended—

(1) by striking out "which has an agreement with
the Secretary" and inserting in lieu thereof "which is
making disability determinations under subsection
(a)(1)",

(2) by striking out "as may be mutually agreed
upon" and inserting in lieu thereof "as determined by
the Secretary", and

(3) by striking out "carrying out the agreement
under this section" and inserting in lieu thereof "making
disability determinations under subsection (a) (1)".

(1) Settion 221(a) of such Act is amended—
(1) by striIcin out "has no agreement under sub-

section (b)" anti inserting in lieu thereof "does not
uiitlertake to perfonn disability determinations under
subsection (a) (1), or which has been found by the Secre-
tary to have substantially failed to make disability de-
terminations in a manner consistent with his regulations
and guidelines", and

(2) by striking out "not included in an agreement
under subsection (b)" and inserting in lieu thereof "for
whom no State undertakes to make disability determi-
nations".

(g) The amendments made by this section shall be effec-
tive begiirning with the twelfth month following the month in
which this Act is enacted. Any State that, on the effective
dite of the amendments made by this section, has in effect an
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agreement with the Secretary of Health, Education, and Wel-fare under section 221 (a) of the Social Security Act (as ineffect prior to such amendments) will be deemed to havegiven to the Secretary the notice specified in section 221 (a) (I)of such Act as amended by this section, in lieu of continuingsuch agreement in effect after the effective date of suchamendments. Thereafter, a State may notify the secretaryin writing that it no longer wishes to make disability deter-minations, effective not less than 180 days after it is given.
INFORMATION TO ACCOMPANY SECRETARY'S DECISIONS AS TO

CLAIMANT'S RIGBTS

SEC. 9. (a) Section 205(b) of the SOcial Security Act isamended by inserting after the first sentence the followingnew sentences: "Any such decisidn by the Secretary shallèontoin a statement of t1 case setting forth (1) a citation anddiscussion of the pertierit law and regulation, (2X:a list of theevidence of record and a summary Qf the evidence, and (3)the Secretar's determination and the reason or reasons uponwhich it is based. The statemejt of, the cas,e shall not includematters the disclosure of '.vhich (as indicated by the source ofthe information involved) would be harmful to the claimant,b.ut if there is any. such matter the cliimant shall be informedof its existence, and it may be disclosed to: the, plaimant's
representative unless the latter's relationship with the claim-ant is such that disclosure would be as harmful as if made tothe claimant.".

(b) The amendment made .by subsection (a) shall applywith respect to decisions made on and. after the first day ofthe second month following the month in which this Act isenacted.

LIMITATION ON PROSPECTIVE EFFECT OF APPLICATION

SEC. 10. (a) Sectiop 22(j)(2) of the Social Seèurity Actis amended to read as follows:
"(2) An. application for any mon1J1y benefits under this

section filed before t.he first month in which he applicant
satisfies the requirement.s for such benefits shall be deemed avalid application (and shall be deemed to have been filed insuch first month) only if the appliañt satisfies the' require-.ments for such benefits before the Secretary makes a finaldecision on the application and no request under section205(b) for notice and opportunity for a hearing thereon ismade or, if such request is macle, before a d'ecision based
upon the evidenoe adduced at the hearing is aiaA1e (regardlessof whether such decision becomes the final decision of theSecretary).".

(b) Section 216(i) (2) (G) of such Act is anended—(1) by inserting "(and shall be deemed to havebeen filed on such first (lay)" immediatcl.y after "shallbe deemed a valid application" in the first sentence,
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(2) by striking out the period at the end of the
first sentence and inserting in lieu thereof "and no re-
quest under section 205(b) for notice and opportunity
for a hearing thereon is made or, if such a request is
made, before a decision based upon the evidence ad-
duced at the hearing is made (regardless of whether
such decision becomes the final decision of the Secre-
tary).", and

(3) by striking out the second sentence.
(c) Section 223(b) of such Act is amended—

(1) by inserting "(and shall be deemed to have
been filed in such first month)" immediately after
"shall be deemed a valid application" in the first
sentence,

(2) by striking out the period at the end of the
first sentence and inserting in lieu thereof "and no re-
quest under section 205(b) for notice and opportunity
for a hearing thereon is made, or if such a request is
made, before a decision based upon the evidence ad-
duced at the hearing is made (regardless of whether
such decision becomes the final decision of the Secre-
tary).", and

(3) by striking out the second sentence.
(d) The amendments made by this section shall apply to

applications filed after the month in which this Act is
enacted.

LIMITATION ON COURT REMANDS

SEC. 11. The sixth sentence of section 205(g) of the
Social Security Act is amended by striking out all that pre-
cedes "and the Secretary shall" and inserting in lieu thereof
the following: "The court may, on motion of the Secretary
made for good cause shown before he files his answer,
remand the case to the Secretary for further action by the
Secretary, and it may at any time order additional evidence
to be taken before the Secretary, buI only upon a showing
that there is new evidence which is material and that there is
good cause for the failure to incorporate such evidence into
the record in a prior proceeding;".

TIME LIMITATIONS FOR DECI5IONS ON BENEFIT CLAIMS

SEC. 12. The Secretary of Health, Education, and Wel-
fare shall submit to the Congress, no later than January 1,
1980, a report recommending the establishment of appropri..
ate time limitations governing decisions on claims for benefits
under title II of the Social Security Act. Such report shall
specifically recommend—

(1) the maximum period of time (after application for
a payment under such title is filed) within which the
initial decision of the Secretary as to the rights of the
applicant should be made;

(2) the maximum period of time (after application for
reconsideration of any decision described in paragraph



17

(1) is filed) within which a decision of the Secretary on
such reconsideration should be made;

(3) the maximum period of time (after a request for
a hearing with respect to any decision described in para-
graph (1) is ified) within which a decision of the Secre-
tary upon such hearing (whether affirming, modifying,
or reversing such decision) should be made; and

(4) the maximum period of time (after a request for
review by the Appeals Council with respect to any deci-
sion described in paragraph (1) is made) within which
the decision of the Secretary upon such review (whether
affirming, modifying, or reversing such decision) should
be made.

In determining the time limitations to be recommended, the
Secretary shall take into account both the need for expedi-
tious processing of claims for benefits and the need to assure
that all such claims will be thoroughly considered and accu-
rately determined.

VOCATIONAL REHABILITATION SERvICES FOR DISABLED
INDIVIIUALS

SEC. 13. (a) Section 222(d) of the Social Security Act is
amended to read as follows:

"Costs of Rehabilitation Services From Trust Funds

"(d)(1) For the purpose of making vocational rehabilita-
tion services more readily available to disabled individuals
who are—

"(A) entitled to disability insurance benefits under
section 223,

"(B) entitled to child's insurance benefits under sec-
tion 202(d) after haying attained age 18 (and are under
a disability),

"(C) entitled to widow's insurance benefits under sec-
tion 202(e) prior to attaining age 60, or

"(D) entitled to widower's insurance benefits under
section 202(f) prior to attaining age 60,

to the end that savings will accrue to the Trust Funds as a
result of rehabilitating such individuals into substantial gain-
ful activity, there are authorized to be transferred from the
Federal Old-Age and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust Fun4 each fiscal year
such sums as may be necessary to enable the Secretary to
reimburse—

"(i) the oeneraI fund in the Treasury of t1i United
States for tIie Fedra,l share and

"(ii) the State for twice the State share,
of the reasonable and necessary costs of vocational rehabilita-
tion services furnished such individuals (including services
during their waiting periods), under a State plan for vocation-
al rehabilitation services approved under title I of the Reha-
bilitation Act of 1973 (29 U.S.C. 701 et seq.), which result in
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their performance of substantial gainful activity which lastsfor a continuous period of 12 months, or which result in theiremployment for a continuous period of 12 months in a shel-tered workshop meeting the requirements applicable to anonprofit rehabilitation facility under paragraphs (8) and(10)(L) of section 7 of such Act (29 U.S.C. 706 (8) and(10) (L)). The determination that the vocational rehabilitation
services contributed to the successful return of such individ-uals to substantial gainful activity or their employment insheltered workshops, and the determination of the amount ofcosts to be reimbursed under this subsection, shall be madeby the Commissioner of Social Security in accordance withcriteria formulated by him.

"(2) Payments under this subsection shall be made inadvance or by way of reimbursement, with necessary ad just-ments for overpayments and underpayments
"(3) Money paid from the Trust Funds under this sub-section for the reimbursement of the costs of providing serv-ices to individuals who are entitled to benefits under section223 (including services during their waiting periods), or whoare entitled to benefits under section 202(d) on the basis ofthe wages and self-employment income of such individuals,shall be charged to the Federal Disability Insurance TrustFund, and all other money paid from the Trust Funds underthis subsection shall be charged to the Federal Old-Age andSurvivors Insurance Trust 'und. The Secretary shall deter-mine according to such methods and procedures as he maydeem appropriate—

"(A) the total amount to be reimbursed for thecost of services under this subsection and
"(B) subject to the provisions of the precedingsentence, the amount which should be charge([ to eachof the Trust Funds.

"(4) For the purposes of this subsection the term 'voca-tional rehabilitation services' shall have the meanino- assignedit in title I of the Rehabilitation Act of 1973 (29 I.S.C. 701et. seq.), except that such services may be limited in type,scope, or amount in accordance with regulations of the Sec-retary designed to achieve the purpose of this subsection."(5) The Secretary is authorized and directed to studyalternative methods of providing and financing the costs ofvocational rehabilitation services to disabled beneficiariesunder this title to the end that maximum savings will resultto the Trust Funds. On or before January 1, 1980, the Sec-retary shall transmit to the President and the Congress areport which shall contain his findings and any conclusionsand re ommendatjons he may have.".
(b) The amendment made by subsection (a) shall applywith respect to fiscal years beginning after Septembei 30,1980.
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CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS UNDER
VOCATIONAL REHABILITATION PLANS

SEc. 14. (a) Section 225 of the Soia1 Security Act is
nnIol1(le(I by inserting ''(a)'' after ''SEC. 225.'', and by adding
at the end thereof the following new subsection:

"(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 suspended because the physical or mental im-
pau'ment on which the individual's entitlement to such bene-
fits is based has or may have ceased if—

"(1) such individual is participating in an approved
vocational rehabilitation program under a State plan
approved under title I of the .ehabilitation Act of 1973,
and

"(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 permanently removed from the dis-
ability benefit rolls.".

(b) Section 225(a) of such Act (as designated under sub-
section (a) of this section) is amended by striking out "this
section" each place it appears and inserting in lieu thereof
"this subsection".

PAYMENT FOR EXISTING MEDICAL EVIDENCE

SEC. 15. (a) Section 223 (d) (5) of the Social Security Act is
amended by adding at the end thereof the following new
sentence: "Any non-Federal hospital, clinic, laboratory, or
other provider of medical services, or physician not in the
employ of the Federal Government, which supplies medical
evidence reqmred by the Secretary under this paragraph
shall be entitled to payment from the Secretary for the rea-
sonable cost of providing such evidence.".

(b) The amendment made by subsection (a) shall apply
with respect. to evidence supplied on or after the date of the
enactment of this Act.

PAYMENT OF CERTAIN TRAVEL EXPENSES

SEC. 16. Section 201 of the Social Security Act (as amended
by section 4(e) of this Act) is amended by adding at the end
thereof t.he following new subsection:

"(k) There are authorized to be made available for expendi-
ture., out of the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust
Fund (as (letermined appropritte by the Secretary), such
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amounts as are required to pay travel expenses, either on
an actual cost or commuted basis, to individuals for travel
incident to medical examinations requested by the Secretary
in connection with disability determinations under section
221, and to parties, their representatives, and all reasonably
necessary witnesses for travel within the United States (as
defined in section 210(i)) to attend reconsideration inter-
views and proceedings before administrative law judges
with respect to such determinations. The amount available
under the preceding 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
accommodations is required (as determined under regula-
tions of the Secretary) because of such person's health con-
dition or the unavailability 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 expeditious
means of transportation appropriate to such person's health
condition, as specified in such regulations.".

PERIODiC REvIEW OF DIsABiLITY DETERMINATIONS

SEC. 17. Section 221 of the Social Security Act is amended
by adding at the end thereof the following new subsection:

"(h) In any case where an individual is or has been deter-
mined to be under a disability, unless a finding is or has
been made that such disability is permanent, the case shall
be reviewed by the applicable State agency or the Secretary
(as may be appropriate), for purposes of continuing eligi-
bility, at least once every 3 years. Reviews of cases under the
preceding sentence shall be in addition to, and shall not be
considered as a substitute for, any other reviews which are
required or provided for under or in the administration of
this title.".



SECTION-BY-SECTION ANALYSIS AND COMPARISON WITH EXISTING LAW

Short title
Section 1 provides the short title and table of contents of the Dis-

ability Insurance Amendments of 1979.
Limitation on total famil,i benefits in disabilit,' cases

Section 2(a)(1) of the bill amends section 203(a)(1) of the Social
Security Act (as in effect after December 1978) by addrng a reference
to a new paragraph (6), which would limit family disability benefits.

Section 2(a)(2) of the bill provides that paragraphs (6), (7), and
(8) of section 203(a) of the act are redesignated as paragraphs (7),
(8), and (9), respectively.

Section 2(a) (3) of the bill adds a new paragraph (6) to section 203 (a)
of the act, which provides that family benefits based on the earmngs
of a disabled worker (and before the application of the worker's
compensation offset) are limited to the smaller of 80 percent of the
worker's average indexed monthly earnings (but not less than the
worker's primary insurance amount) or 150 percent of the worker's
primary insurance amount. The limit wifi apply to the origmal family
benefit and will be subject to automatic cost-of-living adjustments.

Section 2(b)(1) of the bill amends section 203(a)(2)(D) of the act
to refer to redesignated paragraph (8).

Section 2(b)(2) of the bill amends section 203(a)(7) of the act
(203 (a) (8) after redesignation) to refer to redesignated paragraph (7).

Section 2(b)(3) of the bill amends section 215(i)(2)(a)(ii)(III) of
the act to refer to redesignated paragraphs (7) and (8) of section 203(a).

Section 2(c) of the bill provides that the amendments made by
section 2 of the act wifi apply with respect to initial eligibility for
benefits after 1978 and initial entitlement to disability benefits be-
ginning after 1979.
Reduction in number of dropo'ut ,'ears for ,Iounger disabled workers

Section 3(a) of the bill amends section 215(b)(2)(A) of the Social
Security Act (as in effect alter December 1978) to reduce the numbcr
of years that can be dropped from a worker's benefit computation years
for a worker who becomes disabled before reaching age 47.

1. The revised clause (i) of section 2 15(b) (2) (A) provides that the
number of years that can be dropped in an old-age or death case will
be 5 as under present law, unless the worker was entitled to a dis-
ability benefit for the month before he reached age 65.

2. The new clause (ii) provides that the number of years that can
be dropped in a disability case cannot exceed one-fifth of the indi-
vidual's elapsed years—years after 1951 or age 21, if later, and up to
the year of onset of disability. Any resulting fraction of a year will
be disregarded.

The lmnt on the number of dropout years wifi contmue to apply in
determmmg the worker's primary insurance amount at the worker's
death, subsequent disability, or when he reaches age 65, unless he is

(21)
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not entitled to disability insurance benefits for at least 12 months
before he becomes eligible again for disability benefits, reaches age
65, or dies.

S('etiOn 21 5(b) (2) (A) is also revised to provide for additional drop-
out yen is for cert niii people Lu1o(Lcd by Li ie rC tuetion in (I ropout years
described above. Under this provision, where regular dropout years
are lnnite(l to less than 5 by reason of clause (ii), 1 year not otherwise
dropped could be dropped for each year in which the worker is re-
sponsible for providing, and provides, the principal care of his or her
child (or the spouse's child) under the age of 6 for at least 6 full months.
(The total number of regular and child care dropout years cannot
exceed 5.)

As under present law, section 2 15(b) (2) (A) provides that the num-
ber of an individual's benefit computation years shall be no less than 2.

Section 3(b) of the bill amends section 223(a)(2) of the act to add
a reference to new section 2 15(b) (2) (A) (ii).

Section 3(c) of the bill provides that the amendments made by
sections 3(a) and 3(b) of the act, except for the amendment providing
for child-care dropout years, would apply with respect to initial en-
titlements to disability benefits beginnmg on or after January 1, 1980.
The amendment made by section 3(a) dealing with child-care dropout
years would be effective for monthly benefits payable for months after
1980.

Work incentive—substantial gainful activity demonstration project.
Section 4(a) of the bill directs the Commissioner of Social Security

t.o develop and carry out experiments and demonstration projects to
(letermine the relative advantages and disadvantages of alternative
methods of treating work activity of social security disability benefi-
ciaries including a reduction in benefits based on earnings, with the
objective of encouraging disabled beneficiaries to return to work.

Section 4(b) provides that these projects be of sufficient scope to
permit a thorough evaluation of the a'ternative methods under con-
sideration without committing the disability insurance program to the
adoption of any prospective system under consideration.

Section 4(e) provides that the Secretary may waive compliance with
the l)enefit requirements of titles 11 and XVIII to the extent necessary
to efkctively carry out such projects; however, no such experiment
or I)oj.ect cnn be implemented until 90 days after notification by the
Conunissioner of Social Security to the House Committee on Ways
and Means and the Senate Committee on Finance. Periodic reports
on the progress of such experiments or demonstration projects, includ-
ing recommendations for changes in law or administration, shall be
submitted to the committees.

Section 4(d) specifies that the Commissioner of Social Security shall
submit to the Congress, no later than January 1, 1983, a final report
on the experiments and demonstration projects, including appropriate
related data and materials.

Section 4(e) adds to section 201 of the Social Security Act a new
subsection (j) to provide that expenditures made for expenments and
demonstration projects will be made from the Federal disability insur-
ance and Federal old-age and survivors trust funds.
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Extro..ordinary work expenses due to severe di8ability
Section 5 of the bill amends section 223(d) (4) of the Social Security

Act to provide that, where an individual's disability is sufficiently
severe to result in a functional limitation requiring assistance in order
for him to work, an amount equal to the cost 'to him of necessary
attendant care services, medical devices, equipment, or prostheses
and similar items and services (not including routine drugs and
routine medical care and services unless such drugs are necessary for
the control of the disabling condition), whether or not such assistance
is also needed for his normal daily functions, shall be excluded from
his earnings in determining whether he is able to engage in substantial
gainful activity by reason of his earnings.
Provi8ion of trial work period for di8abled widows; extension of entitle-

ment to di8ability ins'uramce benefits and related benefits
Section 6(a) of the bill amends sections 222(c) (1) and (3) of the

act to provide a trial work period to disabled widows and widowers in
the same manner as provided for disabled workers. These amendments
shall apply to those whose disability has not ceased prior to enactment.

Section 6(b)(1) of the Ibill amends sections 223(a)(1), 202(d)(1)
(G), 202(e) (1), and 202(f)(1) of the Social Security Act to extend an
individual's status as a disabled individual for 1 mQnths after the
month in which disabi]ity benefits are terminated if that termination
occurred only because of the individual's having enaged in sub-
stantial gainful activity. (and not because he has medica1y recovered).
Subsection (b) (2) adds a new subsection (e) to section 223 to provide
that no benefits would be payable during this 12-month period as
long as the individual is engaging in substantial gainful activity. The
effect of this amendment will be to allow ah individual to return to
benefit status without going through the process of reestablishing the
fact that he is disabled. Subsection (b) (3) extends medicare coverage
for beneficiaries who have completed a period of trial work, but who
have not medically recovered, through the benefit suspension period
provided in subsections (b) (1) and (b) (2) and for 24 months after-
ward, or, if earlier, until the person medically recovers. Subsection
(b) (4) provides that these amendments apply to those whose dis
ability has not been determined to have ceased prior to enactment.
Elimination of requirement that month8 in medicare waiting period

be consecutive
Section 7(a) amends sections 226(b), 1811, and 1837(g)(1) of the

Social Security Act, and section 7(d) (2) (ii) of the Railroad Retirement
Act of 1974 by striking out the word "consecutive" wherever it
appears, thereby modifying the medicare 24-month waiting period
requirement so that these months need not be consecutive.

Section 7(b) further amends section 226 by adding a new subsection,
which provides that, for an individual who is reentitled to the same
type of monthly disability benefits, the 24-month waiting period may
not include any month in a previous period of disability, if (1) the
individual is reentitled as a disabled worker and the previous period
of disability terminated more than 60 months before reentitlement;
or (2) the individual is reentitled as an adult disab]ed since childhood,
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or as a disabled widow or widower, and the previous period of disability
terminated more than 84 months before reentitlement.

Section 7(c) provides that these amendments apply to medicare
protection for months after the month of enactment.
Disability determinations; Federal review of State agency allo'wanee8

Section 8(a) of the bill amends section 221(a) of the Social Security
Act to provide that disability determinations shall he made by State
agencies in States that provide a written notice (rather than State
agreements, as under present law) to the Secretary stating that they
wish to make such determinations, unless the State has previously
been found to have substantially failed to make determinations in
accordance with the law and the Secretary's regulations, or unless
the State has previously declined to administer under this section,
in which case the Secretary may determine when and if the State
may again make disability determinations. Section 8(a) further
provides that disability determinations shall be made (or not made for
specified classes of claimants) in accordance with regulations or other
written guidelines issued by the Secretary. The Secretary is required
to promulgate regulations specifying performance standards •and
administrative procedures to assure effective and uniform admrnis-
tration, and may issue regulations on State agency administrative
structure, and other administrative areas (examples are given in the
bill, pp. 15—16).

Section 8(b) of the bill amends section 221(b) of the Social Security
Act to provide for notice to a State and opportunity for a hearing if
the Secretary determines that the State is substantially failing to
make determinations in a manner consistent with the regulations and
other written guidelines. If the Secretary makes such a determination,
he thereafter will take over the making of the disability determmations
in that State not earlier than the expiration of 10 days. If the State
no longer wishes to participate in the program it must notify the
Secretary but shall continue to make determmations for not less than
180 days after notification.

Section 8(c) of the bill amends section 221(c) of the Social Security
Act to provide (1) that the Secretary shall (rather than "may On his
own motion") review State agency determinations that a person is
under a disability; (2) that such review shall be made before a deter-
mination is implemented and benefits are paid; and (3) that the
requirement that the Secretary review such determinations (pec (1)
above) will be met if he reviews at least 30 percent in fiscal year 1980,
60 percent in fiscal year 1981, and 80 perceilt in fiscal year 1982 and
thereafter.

Sections 8 (d), (e) and (f) make conforming changes in the statutory
language.

Section 8(g) provides that the amendments made by this section
shall be effective 12 months after the month of enactment. Any State
that has an agreement with the Secretary already in effect on the
effective date will be deemed to have given the notice of participation
specified in these amendments. Thereafter, States must give 180 days
notice of desire to cease making disability determinations.
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Information to accompany Secretary's decisions as to claimant's rights
Section 9(a) of the bill amends section 205(b) of the Social Security

Act to require that ny. decision by the Secretary shall contain a
statement of the case setting forth (1) a list of the pertinent law and
regulations, (2) a list and summary of the evidence of record, and
(3) the Secretary's determination and the reason(s) upon which itis
based. The statement of the case shall not include matters the dis-
closure of which (as indicated by the source of the information in-
volved) would be harmful to the claimant, but if there is any such
matter the claimant will be informed of its existence, and the claimant's
representative will be given this confidential information unless such
disclosue would be harmful as if made to the claimant.

Section 9(b) provides that this amendment will be effective with
respect to decisions made on and after the first day of the second
month following the month of enactment.
Limitation on prospective effect of app&ation

Section 10 would amend section 202(j) (2) of the Social Security
Act (with parallel amendments to sections 216(i)(2)(G) and 223(b))
to shorten the prospective effect of an application for benefits under
title II. In present law, section 202(j) (2) provides that if an applicant
satisfies the requirements for benefits at any time before a final
decision of the Secretary is made, the application is deemed to be
filed in the first month for.which the requirements are met. The amend-
ment made by this section would allow the issuance of regulations to
foreclose, the introduction of new evidence with respect to a previously
filed application after the decision is made at the adrnrnistrative
heniing, but would not affect administrative or judicial remand
authority to remedy an insufficiently documented case or other defect.
The ame.n(Irnents made by this section shall apply to aI)phcations filed
after the month in which this Act is enacted.
Limitation on court remands

Section 11 of the bill amends section 205(g) of the Social Security
Act to provide that the court may, on motion of the Secretary made
for good cause shown, remand a case to the Secretary for further
action, and that the court may order new and material evidence to
be taken before the Secretary if there was good cause for such evidence
not having been submitted previously.
Time limitations for decisions on benefit claims

Section 12 of the bill provides that the Secretary shall submit to
the Congress, no later than January 1, 1980, a report recommending.
the establishment of time limits on decisions on benefit, claims. This
report shall specificaIy recommend the maximum periods of time
within w-hwh (a) initial, (b) reconsideration, (c) •hearing, and (d
appeals council decisions should be made, taking into consideration
both the need expeditious processing of claims and the need for
thoi'owzh consideration and accurate determinations of such claims.
loe.a/iona! rehabilitation services for d'iabled individuals

Section 13 of the bill amends section 222(d) of the Social Security
Acts to change the provisions authorizing rimbuisement from the
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so(ia1 se(uij ty trust, fti nils for the costs of rehal)j1j l4tiOfl snrvesprovl( lei I (I isablc I I iv u In als en titlc( I to bejiefi s on the btsjs ofdisability.
Section 13(a) of the bill substitutes a revised section 222(d) of theSocial Security Act. Paragraph (1) of the revised section 222(d)authorizes the transfer of sums from the trust funds to enable theSecretary to reimburse the general fund of the U.S. Treasury for theFederal share and the State for twice the State share of the reasonableand necessary costs of vocational rehabilitation services furnishedunder a State pla.n approved under title I of the Rehabilitation Act of1973 to disabled individuals entitled to benefits on the basis of dis-ability which results in performance of substantial gainful activityfor a continuous period of 12 months, or which results in their em-ployment for a continuous period of 12 months in a sheltered work-shop. The Commissioner of Social Security will establish criteria todetermine: (1) When the vocational rehabilitation service contributedto successful return to SGA or employment in sheltered workshops and(2) the amount of the costs to be reimbmsed (Under present law, theSecretary is authorized to pay the costs of vocational rehabilitationservices for such disabled beneficiaries but the total amount availablefor this purpose may not exceed 1.5 percent of the total cash benefitspaid to disabled workers, disabled widows, disabled widowers, ancE(lisabled adult children in the preceeding fiscal year.)The existing paragraph (2) of section 222(d) (relating to require-ments for State plans providing rehabilitation services) is eliminatedfrom the revised section.

The existing paragraph (3) of section 222(d) (relating to agree-ments between the Secretary and public or private agencies for re-habilitatioii services in States which do not have a plan) is eliminate(1from the rev ised section.
The existin paragraph (4) of section 222(b) (relating to arrange-Inents for making payments under this section) is redesignated asparagraph (2) and is amended to provide that payments from the trustfunds shall be marie in advance (rather than "may be made in install-ments and in advance") or by way of reimbursement, with necessaryadjustments for overpayrnents and underpayment.The existing paragraph (5) of section 222(d) (relating to the Secre-tary's authoi'it.y to establish methods and procedures for determiningthe total amount to be reimbursed for the cost of the services, and theamounts to be charged to the individual trust funds) is redesignaterlas paragraph (3) without any substantive change.The existing paragraph (6) of section 222(d) (relating to the mean-ing of the term "vocational rehabilitation services") is redesignatejas paragraph (4) and is amended to state that the term "vocationalrehabilitation services" would have the meaning assigned to it in titleI of the Rehabilitation Act of 1973 (rather than "in the VocationalRehabilitation Act"), except that such services may be limited intype, scope, or amount in accordance with regulations designed by theSecretary to achieve the purpose of this subsection.Section l3(a) of the bill also adds a new paragraph (5) to section222(d) of the Social Securit.y Act to authorize and direct the Seerearyto study alterHat.jve metho(l of providing and financing the col ofVOV8 tion I rejiabj lit ation scq'vj to (lisnble(I henotiein.rie iii order torealize UIHXIIUUin savixIg o the trti(, ftinth, and, on or before !JarIua.ry
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1, 1980, to transmit a report to the President and the Congress con-
taining findings, conclusions, and any recommendations.

Section 13(b of the bill provides that the amendment made by sub-
section (a) would apply with respect to fiscal years beginning after
September 30, 1980.

Continited payment of benefits, to individ'uals under vocational rehabilita-
tion plans

Section 14 of the bill adds to section 225 of the Social Security Act a
new subsection (b) to provide that benefits based on disability will not
be terminated or suspended because the physical or mental impairment
on which such entitlement is based has (or may have) ceased if such
beneficiary is participating in an approved vocational rehabilitation
program, and 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 the beneficiary may be
permanently removed from the benefit rolls.
Payment .for existing medical evidence

Section 15(a) of the bill amends section 223(d)(5) of the Social
Security Act to provide that any non-Federal hospital, clinic, labora-
tory, or other provider of medical services, or physician not in the
employ of the Federal Government, which supplies medical evidence
required by the Secretary for making determinations of disability,
shall be entitled to payment from the Secretary for the reasonable cost
of providing such evidence.

Section 15(b) provides that the amendment made by subsection (a)
shall 1ipply with respect to evidence supplied on or after the (late of the
•enzictrnent of the act.
Payment of certain travel expenses

Section 16 of the bill adds to section 201 a new subsection (k) to
the Social Security Act to authorize payments from the trust fuids, to
individuals to cover travel expenses incident to medical examinations
requested by the Secretary in connection with disability determina-
tions under section 221, and to applicants, their representatiVes, and
all reasonably necessary witnesses for travel within the United States
(as defined in section 210(i)) to attendreconsideration interviews and
proceedings before administrative law judges under title II of the
Social Security Act. The new subsection (k) would provide that pay-
ments for air travel shall not exceed coach fare, unless first class ac-
coinmodations are required due to the health condition of the mdi-
-viduftl or the unavailability of alternative aécommodations. Payments
for other means of travel could not exceed the most economical and
expeditious arrangements appropriate to such persons health.
Periodicreview of diBability detennnatzon8

Section 17 of the bill amends section 221, of the Social Security Act
by adding a requirement that, unless a finding has been made that
an individual's disability is permanent, the case Vi11 be reviewed by
either the State agency or the Secretary, for puiposes of continuing
eligibility, at least once every 3 years. Reviews of cases under the
provision hal1 not be consic1eed as an addition to anti shall not be
considered a substitute for, any other reviews of cases in the admin-
istration of the disability program.
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Estimated
reduction

Estimated reduction in OASDI

long-range
OASDI

expenditures

Provision I
expanditures n fiscal years 1980—843

18O 1981 192 1983
—

1984

as percent of
taxable

1. Limitation on total famil benefits for disabled-worker
families (sec. 2): BeneFit payments ..$38 $145 $261 $389 $521 0. 12

2. Reduction in number of drop-out years for younger
disa Wed workers (sec. 3):

Benefit payments 10 37 72 108 148Administrative costs (4) —1 —1 —1 —1

Total
10 36 71 107 147 .043. Deduction of impairment-related work expenses from

earnings in determining substantial gainful activicy
(sec. 5): Benefit payments —1 —2 —s —9 —13 —.01

4. Federal review of State agency allowances (sec. 8):
Benefit payments 10 30 110 175 250Administrative costs 6 —8 —12 —15 —16 —17

Total
2 18 95 159 233 .085. More detailed notices specifying reasons for denial of

disability claims (sec. 9): Administrative costs —28 —37 —39 —40 —426. Limit trust fund payments for costs of vocational reha-
bilitation servkes to only suchservices that result in a
cessation of disability, as demonstrated by a return
to work (sec. 13): Trust fund payments

78 85 93 102 .017. Payment for existing medical evidence and certain
travel expenses (sec. 15 and 16): Administrative
costs —20 —21 —22 —23 —248. Periodic review of disability determinations (sec. 17).

Total benefit payments 5 30 70 109 168

For determinations made after enactment
10 20For determinations made before enactment 5 30 70 99 148Admjrnstrat,ve costs5 —31 —40 —42 —43 —45

Total -—26 —10 28 66 123 .03
Benefit payments 62 240 508 772 1, 074Payments for costs of vocational rehabilita-

tion services 78 85 93 102Admnjstratjve costs —87 —111 —119 —123 —129

Total net reduction in OA5DI trust fund expendi-
tures —25 207 474 742 1, 7

The estimates shown for each provision taJe account of the
provisions that precede it in the table.I Estimates are based on the assumptions underlying the President's 1980 budget.

a Estimates are based on the intermediate assumptwns in the 1978 trustees report and represent 75-yr average reduction.The estimated reduction in long-range average expenditures
represents the total net change in both benefits and adminis-trative expenses.

4 Additional administrative expenses are less than $500000.
'Additional funds will be required in fiscal year 1979 to establish the administrative framework for Implementhjonof these proposals efiecive January 1980.
6 Less than 0.005 percent
'Additional expenditures for the payment of certain travel expenses amount to less than 1,000,000 in each year
Note: The above estimates are based on assumed enactment of H.R. 3236 in September 1979.
Source: Social Security Administration, Mar. 30, 1979.
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SUMMARY OF TESTIMONY ON DISABILITY INSURANCE
LEGISLATION

Introduction
This document is a summary of testimony presented to the SocialSecurity Subcommittee of the Committee on Ways and Means athearings held on February 21, 22, and 28 and on March 1, 5, 9, and 16,1979, on proposed disability insurance legislation. Three bills relatingto the testimony are also summarized in this paper. H.R. 2054,Chairman Pickle's bill, and H.R. 2854, the Administration bill werereferred to specifically in the testimony. The bill, H.R. 3236, whichwas ultimately reported out of the Subcommittee on Social Securityand the full Ways and Means Committee in March 1979 incorporatesprovisions from both H.R. 2054 and H.R. 2854. Notes identifyingsections of the bill applicable to the topics covered in testimony appearthroughout this summary. This summary has been prepared by JulieShapiro, Congressional Intern, Brown University. The Subcommittee

exI)ec its sinccrc thanks to MM. Shapiro for this highly competentpiece of work.
Brief summaries of all three bills follow.

Summary of H.R. 2054—The Pickle Bill
SEC. 2. Sets a Cap prospcctively on family benc1t for disabledworken a the smaller ol (1) 75 percent of AIME or 100 perccnt ofPTA, if larrer, or (2) 150 percent of PTA.'
SEC. 3. gets up a graduated number of dropout years accordingto the following schedule:

Number ofAge:
dropout year8Under 28

028 to 31
132 to 35
236 to 39

40 to 44
Over 44

This section also provides for one additional dropout year for eachyear in which the worker provided Principal care for a child under6 years of age. In no Qa.se may the total number of dropout yearsexceed 5, and in no case may the number of years on which benefitcornputnt ion is based be less than 2.
SEC. 4. Authorizes the Secretary to conduct experiments anddemonstrutjon projects in the disability program including suchnlteriiatives a reduction in benefits based on earnings. The SocialSeriirity Colnrnissionei• must report periodically to the House WaysaiidMeii und Senate Finance Committees on the progress of such
P1 A—Pr1ninr 1l1stIrnn( Aniouii-. work'r's basic benefit AIMI—_Average IndexedMoul lily Eu Itliugs Irotti wlikh I'IA is deiiv'tI.

(1)
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experiments, and must submit a final report to Congress no later
tlia.n January 1, 1983.

SEC. 5. Allows the deduction of the cost to the individual of at-tendant care and extraordinary work expenses from earnings before
determining whether the claimant i engaging in SGA.

SEC. 6. Extends eligibility for a trial work period to disabled widows
and wilowers and extends the trial work Period for 1 year beyond
the current length with suspension rather than termination of benefits
for earnings over SGA. This section also extends medicare coveragebr 24 months beyond the extended trial work period.

SEC. 7. Eliminates the requirement that waiting period months
for medicare be consecutive if resumption of benefit status occurs
within 5 years of previous disability.

SEC. 8. The Secretary of HEW may require, under Federal-State
agreement, standards for the States to follow in determining dis-
bihty. The Secretary is required to review State agency allowances
(30 percent by 1980, 60 percent by 1981, 80 percent a year after
1981). Adminitiation of the disability program may be terminated
either by the State or by the Secretary if the State does not comply
with this a.greement.

SEC. 9. Provides for detailed decijon noLices to be sent to claimants
idvntiiying the 8p)liCfble law and reguhtion governing the decision,
I he. evidence On winch the (l(CiSiOll \\'as basel, an(I the Secretary's1(iOiiflg iii (ledlilfliL? the (lC.Er. 1 0. Provd es for a d rn oii tration roject calling for face—to—
fnre conferenco between the diabi1it.y determiner and the applicantprior to initni denial of the application.

SEC. 11. Limits the Secretary's absolute discretion for court remand
and restricts remands to cases where there is new evidence and good
cause shown for failure to incorporate such evidence into the recordof a prior proceeding.

SEC. 12. Directs the Secretary to make a report by January 1, 1980,
recommending time limits on various stages of the disability deter-
mination process.

SEC. 13. Terminates the trust fund rehabilitation program in fiscal
yenr 19S1 and authorizes trust funds to reimburse the Federal Treasuryfor the Federal share and the. States for twice the States' share of cost
for i'eliabiljtntjon which reuhts in cessalion of an individual's dis-
ability (SGA for 12 months work in a sheltered workshop for 12
1UOU t1i)

Sc. 14. Benefit payments to an individual shall not be terminated
(lL1nn the iII(hividual's participation in a vocational rehabi1ittion
I)Oglim.

SEC. 15. Authorize payment for certain medical evidence necessary
in d ial)ihi tv dvt ('Imuint ion as is now done for SS[.

SEc. 1(1. Aithiorize 1)aylnent of some travel expenses for an ap-
plicint for nwdirnl exiuninal ions requested by the Secretary and travel
('xp('nes of vitneses to attend proceedings.

SE'. 17. l)isability cases will be. reviewed once every 3 years unless
a fiiidirtg' of 1)ernmnent disability has been made.
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Summary of H.R. 2854—The Administration Bill
SEC. 101. Sets a cap prospectively on family benefits for disabledworkers of 80 percent of AIME, or 100 percent of PIA, if larger.SEC. 102. Sets up a graduated number of dropout years in comput-ing benefits according to the following schedule:

lumber ofAge:
dropout year8Under27

27to31
132to36
237 to 41

42 to 46
47 and over

There is no provision for additional dropout years for child care as inthe Pickle bill.
SEC. 201. Eliminates the requirement that months in th medicarevaiting period be consecutive if disability occurs within 5 y'ers ofprevious disability, ...

SEc. 202. Extend eligibiliLy for liiil vork l)eliod to disabled widowsan(1 Vj(IOWCFS.
SEC. 203. Extends the length of the trial work period for an ad-ditional year with suspension rather than termination of benefits forearnings over SGA.
SEC. 204. Provides for deduction of attendant care and extraor-dinary work expenses paid by the individual and other costs not borneby the disabled claimant as the Secretary may prescribe before deter-mining whether the claimant is engaging in SGA.
SEC. 205. SSI related provision.
SEC. 206. Directs the Secretary to review the operation of theprovisions in this bill related to work incentives and report to Congresswithin 5 years of the effective date.
SEC. 301. Gives the Secretary regulatory authority to set guide-lines for administration of the disability program. States may turnover the determination process voluntarily to the Federal Govern-ment or the Federal Government ca.n assume control if the State's

1)elfomance does not comply with the regulatory provisions.
SEC. 302. Allows issuance of regulations to foreclose the introduc-lion of new- evidence with re)eet to a previously filled applicationnit or the (1('cIiofl i nmde. nt' I ho Ldmini1.I'atjve AU hearing.:O:. 'I'lI(' Secn'lii•y inny wnive,1eqIIJrement of titles II, XVI,Or XVI III to (otIdIl(t, (I('IIIonlralion J)rojects relating to those areas.SEC. 401. ProVj(]vs d(?taiIe(J deciion noLices for applicants andproltibik jtidiciil review of anything other than constitutional, statu-tory, or regiilntion interpretation issues.

Summary of HR. 3236—Disability Insurance Amendments of 1979
SEc. 2. Sets a cap prospectively on family benefits for disabledworkers at. the. smaller of (1) 80 percent of AIME or 100 percent ofPTA, if larger, or (2) 150 percent of PTA.
SEc. 3. The number of dropout years shoijld equal one-fifth of theelapsed years disregarding any fractional part of a year. An extra drop-out year is given for each year in which the claimant provided principal
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care for a child age 6 or under. No fewer than 2 years can be used as
a base for computing benefits, and no more than 5 years may be
dropped.

SEC. 4. Provides for SGA demonstration projects including an experi-
mnt of reducing benefits based on earnings. The Secretary must sub-
mit periodic rogres reports and must make a fina' report to Congress
by January 1, 198g.

SEC. 5. Allows the deduction from earnings of costs to the individual
of attendant care and extraordinary work expenses before determining
the ability of the individual to engage in SGA.

SEC. 6. Extends eligibility for a tria' work 'period to disabled widows
and widowers and extends the trial period for 1 year beyond the current
length with suspension rather than termination of benefits for earnings
over SGA. This section also extends medicare coverage 24 months
beyond the newly extended trial work period, for a total of 36 months
beyond the current length.

SEC. 7. Eliminates the requirement that months in the medicare
waiting period be consecutive, if resumption of benefit status occurs
within 5 years of previous disability.

SEC. 8. Gives the Secretary of HEW regulatory authority to set
guidelines for administration of the disability program. States may
turn over the determination process voluntanly to the Federal Gov-
ermnent or the Federal Government can assume control if the State's
performance does not comply with regulatory provisions. The Secre-
tary must review State agency allowances (15 percent in 1980, 35
percent in 1981, and 65 percent a year after 1981). The Secretary
must submit a report by January 1, 1980, discussing the way the
Federal Government would take over State administration of the
(usability program.

SEC. 9. Provides for detailed decision notices to be sent to claimants
identifying the law applicable to the case and the evidence on which
the decision was based.

SEC. 10. Allows issuance of regulations to foreclose the introduction
of new evidence with respect to a previously filed application after the
decision is made at the administrative AU hearing.

SEC. 11. Limits the Secretary's abso]ute discretion for court re-
hand aiitl iestI'i(ts rernands to cases where there i new evidence
and good cause shown for fnilure to incorporate such evidence into
the record of a p1101' proceeding.

SEC. 12. Directs the Secretary to recommend time limits for the
stages in the disability determination process by January 1, 1980.

SEC. 13. Terminates the trust fund rehabilitation program in fiscal
year 1981 and authorizes reimbursement to the Federal Treasury for
the Federal share and to States for twice the States' share of costs
of vocational rehabilitation which results in an individual engaging in
SGA for 12 months or working in a sheltered workshop for 12 months.

SEC. 14. Disability payments should not cease while a beneficiary
is in a rehabilitation program.
• SEC. 15. Authorizes payment foi' certain medical evidence necessary
in disability determination, as is done for SSI.

SEC. 16. Authorizes payment for some travel expenses incurred in
the evidence gathering and hearings process.

SEC. 17. Unless a disability claim has been determined to be per-
manent, the claim shall be reviewed once every 3 years.



Summary of Testimony on Disability Insurance Legislation
(Noi'i.—Nuinhers iii purotthese rki Lu page numbers in oral tetimoriy, except

thoso numbers with an atcrk (*) which refer ti, page ntimbcr in written
testimony. Listings of witnesses and citations appear below the items to which
they refer.1

I. BENEFIT STRUCTURE

A. Cap on family benefits (sec. 2, HR. 2054; sec. 101, H.R. 2854; sec.
2, Hi?. 3236)

Support some type of cap on family benefits.
Joseph A. Califano, Jr., Secretary of HEW (36); Robert J. Myers
(8, 12*); Health Insurance Association of American and American
Council on Life Insurance (93, 101*); Natioxjal Association of Manu-
facturers (106); William K. Harvey (182); Wilbur J. Cohen (407);
Representative Sam Gibbons (483*)

Specfic comments:
1. Benefits in 6 percent of the disability cases exceed the

worker's previous net earnings; 16 percent get more than 80
percent of AIME.

Joseph A. Califano, Jr. (36)

2. If benefits are very high relative to predisability earnings,
they serve as an incentive not to go back to work.

Representative Gibbons (483*); Health Insurance Association of
America and American Council on Life Insurance (93); Joseph A.
Calif ano, Jr. (36)

3. The DI program is an insurance program; low income bene-
ficiaries can get SSI.

Joseph A. Califano, Jr. (36); Health Insurance Association of America
and American Council on Life Insurance (93—94)

4. The cap should also take into account workers' com-
pensation.

Health Insurance Association of America and American Council on
Life Insurance (93)

5. Consideration should be given to replacement rates used for
other public and private insurance programs.

Representative Gibbons (483*)

6. The cap proposed in H.R. 2054 has merit in principle, but
overlooks the fact that individuals receive wages from fringe
benefits causin retil wages to be about 120 percent of actual
gross wages. Tius, the cap should be set at 95 percent of cash
wages.

Wilbur J. Cohen (407)

Oppose cap on family benefits.
Affiliated Leadership League of and for the Blind of America, American
Council of the Blind, American Association of Workers for the Blind,
American Foundation for the Blind, Inc., Blinded Veterans Association

(5)
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(133—34); Paralyzed Vcterans of America (146); Elizabeth M. Boggs,
National Association for Rctardecl Persons (194); Representative
Coelho (221); AFL—CIO (423); Merton C. Bernstein (476*, 479);
Elizabeth Wickenden, Ludy Group on Social Security for Families,
Children, and Youth (448); InternaLional Union, United Auto, Aero-
pac, atid Agricultmal Jmplenicnt Workers of Aiiicrica—UAW (486*)

Specific comments:
1. Low income workers will be hit hardest by the cap.

Affiliated Leadership League of and for the Blind of America, American
Council of the Blind, American Association of Workers for the Blind,
American Foundation for the Blind, Inc., Blinded Veterans Associa-
tion (130, 133—34, 137*); AFL—CIO (423*); Elizabeth Wickenden
(448); International Union, United Auto, Aerospace, and Agricultural
Implement Workers of America—UAW (487*)

2. A cap on benefits is not a proper work incentive.
Affiliated Leadership League of and for the Blind of America, American
Council of the Blind, American Association of Workers for the Blind,
American Foundation for the Blind, Inc., Blinded Veterans Association
(131); Elizabeth M. Boggs, National Association for Retarded Persons
(194); American Coalition of Citizens with Disabilities, Inc. (444);
International Union, United Auto, Aerospace, and Agricultural
Implement Workers of America—UAW (487*)

3. The cap wou'd create financial hardship for the most severely
disabled beneficiaries and their families.

Paralyzed Veterans of America (146); Elizabeth M. Boggs, National
Association for Retarded Persons (194); Representative Tony Coelho
(220); Elizabeth Wickenden (448); AFL-CIO (430)

4. The cap is especially hard on minorities because minorities
have past histories of disproportionately low earnings.

Elizabeth Wickenden (448); AFL-CIO (423*)

5. The committee should further study the proposed cap.
American Coalition of Citizens with Disabilities (446); AFL-CIO (430)

6. Only 6 percent of the beneficiaries receive more money in
benefits than while they were 'cyorking, but this measure may
penalize the other 94 percent.

Representative Coelho (221)

7. SSI benefits should not be offered as a substitute for DI.
International Union, United Auto, Aerospace, and Agricultural Imple-
ment Workers—UAW (487*); Elizabeth Wickenden (449)

If there is a cap on family benefits, the cap should be set at—
1. Less than 80 percent of AIME.

Representative Gibbons (483*)

2. 80 percent of AIME.
Joseph A. Califano, Jr. (37, 73*)

3. 90 percent of AIME or 150 percent of PTA. A cap of 80
percent has no effect on the highest paid workers, but sharply
cuts the benefits for the lowest paid.

Robert J. Myers (8, 9)
4. 70—75 percent of AIME or 125—135 percent of PTA.

Health Insurance Association of America and American Council on
Life Insurance (93)
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5. 90 percent of AIME.
Affiliated Leader8hip League of and for the Blind of America, Ameri-
can Council of the Blind, American Association of Workers for the
Blind, American Foundation for thc Blind, Inc., Blinded Veterans
Association (130, 137*)

6. 95 percent of AIME to account for fringe benefits. The
AIME should be based on the highest 5 consecutive years of
earnings indexed and adjusted for prices.

Wilbur J. Cohen (407)

B. Level and nature of substaniial gainful activity (SGA) (sec. 4, Hi?.
2054; sec. 4, Hi?. 3236)
1. Social security benefits should be continued for the blind without

regard to earnings level.
National Federation of the Blind (127)

2. The SGA concept should be removed for severely disabled
individuals.

Paralyzed Veterans of America (147)

3. Work incentive income earned in training programs should be
excluded before comparing an individual's income to SGA level.

Council of State Administrators of Vocational Rehabilitation (165*,
173)

4. Earnings in sheltered employment should count towards SGA,
perhaps at value.

Elizabeth Boggs, National Association for Retarded Persons (193)
5. The combination of inc&me tax rates and benefit reduction rates

on earnings m excess of SGA for disabled beneficiaries who have not
medically recovered should not exceed 100 percent.

National Association of Rehabilitation Facilities (453)
6. The SGA level should be periodically updated.

Control Data Corp. (436); Representative Coelho (221)
Would favor a gradual reduction in benefits as earnings increase.

Paralyzed Veterans of America (145); Representative Coelho (219);
Council of State Administrators of Vocational Rehabilitation (164*,
172); Elizabeth Boggs, National Association for Retarded Persons
(196*); Affiliated Leadership League of and for the Blind of America,
American Council of the Blind, American Association of Workers for
the Blind, American Foundation for the Blind, Inc., Blinded Vet-
erans Association (131); Health Insurance Association of America
and American Council on Life Insurance (92); AFL—CIO (422);
American Coalition of Citizens With Disabilities (442); National
Multiple Sclerosis Society (502); National Association of Rehabili-
tation Facilities (459*)

Spectjic comments:
1. Such a proposal could include a ceiling on benefits.

Council of State Administrators of Vocational Rehabilitation (176,
164*)

2. There is a precedent for such a system in the retirement test.
Affiliated Leadership League of and for the Blind of America, Ameri-
can Council of the Blind, American Association of Workers for the
Blind, American Foundation for the Blind, Inc., Blinded Veterans
Association (131)
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3. Propose a $1 reduction in bnefith for vry $2 earned.
AffihiMed Lcadership League of and for the Blind of Anrerica Aineri
'an Council of the Blind, American Aociation of Workers for the
J3]ind, Ainoiican Foundation for the Blind, Inc., Blinded VctnranM
Association (131) ; Council of State Administrators of Vocational
Rehabilitation (164*, 172); EJizabeth 1W 13og, National Asocia-
tio for Retarded Pcrjons (196'); AFL—CIO (422); American Coali-
tion of Citizens with Ditahi1ities, Inc. (492*); National Multiple
Sclerosis Society (502)

4. Benefits should be reduced in the same proportion as the
earnings from trial work bear to the disabled claimant's earnings
durmg the last calendar year of substantial full time work or
AIME, if larger.

Health Insurance Association of America, American Council on Life
Insurance (92)

C. Dropout years (sec. 3, FiR. 205.4; sec. 10P2, H.R. 2854; sec. 3, FiR.
336)

Support a reduction of dropout years for younger workers.
Joseph A. Califano, Jr. (37, 47*); llealth Insurance Associatioii of
America and American Council of Life Insurance (103*); National
Association of Manufacturers (1O); American United Life Insurance
Co. (108); Council of State Administrators of Vocational Rehahfli-
tation (165*, 173); Representative Gibbons (482*)

Specific comments:
1. All workers should be able to disregard the same proportion

of their work histories. Younger workers get higher benefits
relative to prior earnings un(ler the current system.

Joseph A. Clifano, Jr. (47*, 37); Council of State Admiristrators of
Vocational Rehabilitation (165*)

2. The younger worker is the primary candidate for rehabi1itu
tion; he should be encouraged to seek rehabilitation and return
to work.

Council of State Administrators of Vocational Rehabilitation (165*)
Oppose reduction of dropout years.

Affiliated Leadership League of and for the Blind of Amcrica, Amcrican
Coijncil of the Blind, American Association of Workers for the Blind,
American Foundation for the Blind, Inc., Blinded Veterans Association
(134); Paralyzed Veterans of America (146); Elizaheth M. Boggs,
National Association for Retmrlcd Persons (195); Wilhur J. Cohen
(407); AFL—CIO (421); Internatiomil Union, United Auto, Aerospace,
and Agiicultiire Implenient Workers of Arnerica—UAW (486-487);
Represcntativc Claude Pepper (5O4); Elizabeth Wickenden (448)

Specic comments:
1. A reduction in dropout years would be unfair to younger

workers because earnings are usunfly lower in the early years of
work.

Wilbur J. Cohen (407); Affiliated Leadership League of and for th
Blind of America, American Council of the Blind, American Associa-
tion of Workers for the Blind, American Foundation for the Biuid,
Inc., I3lincled Veterans Association (134); AFL—CIO (421); Interna
tional Union, United Auto, Aerospace, and Agricultural Implemcnt.
Workers of America—UAW (487')
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2. Younger disabled beneficiaries are usually more severely
disabled than other workers.

Paralyzed Veterans of America (146)
:. Younger disabled workers havo lower benets than older

W oik N I)ftftft,I iso oy lo riot roll oftt, rising wage levels.
Jllzahth M. IoggM, atli,nal AHsocst,ion fr Retardod Persorus (195)

4. A ro I uftt,ion in (1 roi ,oiut, youln4 is especially h ar'l on women
and minorities.

Elizabeth Wickenden (448)

5. Yoimger wprkers pay more heavily for future social security
benefits than older people did in past years.

Representative Pepper (504*)
6. More dropout years should be gradually added to the benefit

formula until benefits will eventually be based on the 5 years of
the worker's highest earnings.

AFL—CIO (423*)

Support additional dropout year from each year in which the worker
provided principal care for a child age 6 or younger. (sec. 3, ILR. 2054;
sec. 3, H.R. 3236)

Affiliated Leadership League of and for the Blind of America., American
Council of the Blind, American Association of Workers for the Blind,
American Foundation for the Biijid, Inc., Blinded Veterans Association
(140*); Elizabeth lvi. Boggs, National Assocation for Retarded
Persons (196*)

Oppose granting an additional dropout year for each year in which
the worker provided principal care for a child age 6 or younger.

Joseph A. Califano, Jr. (76*)

Additional proposals:
1. Propose recognition of principal care of a disabled child or

adult, regardless of age.
Elizabeth lvi. Boggs, National Association for Retarded Persons (1O6i)

2. Propose more dropout years 'for all workers. Workers should
drop half their years or at least one drop for every 5 years of
coverage.

Wilbur J. Cohen (407)

II. WORK INCENTIVES

A. Trial work period (sec. 6, H.R. 2054; sec. 203, 11.11. 2854; sec. 6,
Hi?. 3236)

Support extension of the trial work period.
Joseph A. Califano, Jr. (38,48*); Administrative Law Center1 Legal
Aid Bureau Inc., Baltimore, Md., District of Columbia Neighbor-
hood Legal Services Program, National Senior Citizens Law Center
(109); Affiliated Leadership League of and for the Blind of America,
American Council of the Blind, American Association of Workers
for the Blind, American Foundation for 'the Blind, Inc., Blinded
Veterans Association (131, 140*); Para'yzed Veterans of America
(146, 150*); National Easter Seal Society (431); Representative



10

Coelho (219); Howard Dalton (187—188); Wilbur J. Cohen (41(i);
National Association of Rehabilitation Facilities (459*); Intei-
national Union, United Auto, Aerospace, and Agricultural Imple-
ment Workers of America—UAW (488*); Elizabeth M. Boggs,
National Aociation for Retarded Persons (196*)

Specific comments:
1. Trial work period should be extend ed-

(a) To 1 year susJ)cflded after cash benefits end.
Joseph A. Califano, Jr. (38,48*)

(b) To 5 years after cash benefits end.
Affiliated Leadership League of and for the Blind of America, Ameri-
can Council of the Blind, American Association of Workers for the
Blind, American Foundation for the Blind, Inc., Blinded Veterans
Association (132)

(c) To 18 months.
National Easter Seal Society (431)

(d) Until amount of earnings cquas the amount of benefit
payments.
Control Data Corporation (436)

(e) With a gradual reduction in benefits during the 12
months of suspension rather than complete termination.
Paralyzed Veterans of America (146)

2. Definitions of trial work:
(a) Unless a month of earnings is one of 2 or 3 consecutive

months, it should not be counted as a trial month.
Control Data Corp. (437)

(b) The earnings level which constitutes a trial work
month (now $75) should be raised to SGA level (now $280).
Control Data Corp. (437)

(c) Any month in which a disabled recipient earns less
than SGA level should not be counted as a trial work month.
National Association of Rehabilitation Facilities (459)

3. Propose elimination of the trial work period, gradually
reducing benefits as earnings increase until benefits equal zero.

Paralyzed Veterans of America (150*); Representative Coelho (219);
Council of State Administrators of Vocational Rehabilitation (164*,
172)

Support extension of entitlement to a trial work period to disabled
widows and widowers (sec. 6, H.R. 2054; sec. 202, H.R. 2854;
sec. 6, H.R. 3236).

Joseph A. Califano, Jr. (38) Administrative Law Center, Legal Aid
Bureau, Inc.,. Baltimore, Ivid., D.C. Neighborhood Legal Services
Program, National Senior Citizens Law Center (109); American
Foundation for the Blind, Inc., Affiliated Leadership League of and
for the Blind of America, American Council of the Blind, Blinded
Veterans Association (132, 140*); Elizabeth M. Boggs, National
Association for Retarded Persons (196*); Representative Coelho
(220); AFL—CIO (422); National Easter Seal Society (431)
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B. Medicare
Support extension of medicare coverage (sec. 6, H.R. 2054; sec.

203, FLR. 2854; sec. 6, H.R. 3236).
Joseph A. Califano, Jr. (38, 48*); Administrative Law Center, Legal
Aid Bureau, Inc., Baltimore, Md., D.C. Neighborhood Legal Serv-
ices Program, National Senior Citizens Law Center (109); Affiliated
Leadership League of and for the Blind of America, American Council
of the Blind, American Association of Workers for the Blind, American
Foundation for the Blind, Inc, Blinded Veterans ABsociation (132,
140*); National Federation of the Blind (127); Paralyzed Veterans of
America (147, 149*); Council of State Administrators of Vocational
Rehabilitation (165*. 173); Elizabeth M. Boggs, National Associa-
tion of Retarded Iersons (196*); Representative Coelho (220)
Wilbur J. Cohen (407); National Easter Seal Society (432); Control
Data Corp. (436) International Union, United Auto, Aerospace,
and Agricultural fmplement Workers of America—UAW (488*);
National Multiple Sclerosis Society (502*)

Specific comments:
1. Medicare benefits should be—

(a) Extended to 3 years after cash benefits end.
Joseph A. Califano, Jr. (38); National Easter Seal Society (432);
National Multiple Sclerosis Society (502*); Elizabeth M. Boggs,
National Association for Retarded Persons (196*)

(b) Continued indefinitely for the catastrophically disabled
beneficiaries.
Paralyzed Veterans of America (147, 149*); Council of State Admin-
istrators of Vocational Rehabilitation (123); Representative Coelho
(220); Wilbur J. Cohen (407); Control Data Corp. (436)

(c) Extended until retirement for any disabled person who
leaves the rolls to go to work.
Wilbur J. Cohen (407)

(d) Retained under a cost sharing program for, any dis-
abled beneficiary who has not medically recovered when
earnings exceed SGA. Medicaid coverage should be similarly
extended.
National Association of Rehabilitation Facilities (453)

2. Medicaid should be extended as well as medicare for 3 years
after cash benefits end.

Joseph A. Califano Jr. (38); Elizabeth M. Boggs, National Associa-
tion for Retarded Iersons (196*)

Support elimination of the second waiting period for medicare.
(Sec. 7, H.R. 2054; sec. 201, H.R. 2854; sec. 7, H.R. 3236)

Joseph A. Califano, Jr. (38); Health Insurance Association of America
and American Council on Life Insurance (94); Administrative Law
Center Legal Aid Bureau, Inc., Baltimore Md., D.C. Neighborhood
Legal ervices Program, National Senior áitizens Law Center (109)
Paralyzed Veterans of America (147, 149*); National Federation o!
the Blind (127); Affiliated Leadership League of and for the Blind of
America, American Council of the Blind American Association of
Workers for the Blind, American Foundation for the Blind Inc.,
Blinded Veterans Association (132, 140*); Council of State Aminis-
trators of Vocational Rehabilitation (j65*, 173); Elizabeth M. Boggs,
National Association for Retarded Persons (193); Iffinois Chapter,
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Congress of Organizations of the Physically Handicapped (208*);
Repreentativc Coelhn (220); Wilbur J. Cohen (416) AFL-CIO
(427*); National Eter Seai Society (432) Control Dita Coip.
(436); American Coalition of Citizens with fiabilities, Infl. (441)
1ternatimi Uioi, Uiithd Arup:u, aiil Agriculturiti
imp1ernnt WorIi of Arka VA \V (48*) ; National Mull iple
(1Fth4 )ety (r,02*)

Speefu CommeflIR:
1. Waiting permd creates special hardships for sevre1y dis-

&bled workers since they are often ineligible for health insurance
covering preøxisting diabi1ity under privat p1an

Para1yed Veterans of America (149')

2. Medicare eligibility should be coordinated with the resump-
tion of disability benefits rather than beginning 2 years later.

Control Data Corp. (436); National Aociation of Rehabilitation
Facilities (452)

3. Medicare eligibility should begii with the (late of onset of
the diabi1ity.

Council of State Administrators of Vocational Rehabilitation
(165*,173); Wilbur J. Cohen (407)

4. The first medicare waiting period should also be reduced or
eliminated.

Paralyzed Veterans of America (145); Council of State Administrators
of Vocationa' Rehabilitation (65*); Elizabeth M. Boggs, National
Association for Retarded Persors (2O0); AFL—CIO (422)

5. Unpaid medical bills 2 months prior to disability should be
covered under Medicare.

Council of State Administrators of Vocational Rehabilitation
(165*, 173)

6. Th cost of attendant services that would permit a disabled
person to work should be covGred under medicare.

Congress of Organizations of the Physically Handicapped, Illinois
Chapter (208*)

Support the deduction of extraordinary impairment related work
expenses including the cost of attendant ca.refrom a worker's earnings
before determining eligibility for disability benefits (sec.. 5, H.R. 2054;
sec. 204, H.R. 2854; sec. 5, HR. 3236).

Joseph A, Califano Jr. (38,48'); Health Insurance Association of
America., American ôouneil on Life Insurance (94,104) ; Administrative
Lw Conter, LegI Aid Eurou, Inc., B1timorc, Md., D.C. Neighbor-
hood Legal Servis Program, National Senior Citizens Law Center
(109); Affiliated Leaderhjp League of and for the Blind of America,
American Council of the Blind, American Association of Workers for
the Blind, American Foundation for the Blind, Inc., Blinded Veterans
Association (141*); Council of State Administrators of Vocational
Rehabilitation (165,172); Elizabeth M. Boggs National Association
for Retarded Persons (196*); Representative doelko (220); National
Easter Seal Society (432); American Coalition of Citizens with Disa-
bilities, Inc. (441); National Association of Rehabilitation Fci1ities
(459*); National Multiple Sch1oosis Society (502*); Paralyzed Vet-
erans of America (147)

Specific comments:
1. Impairment related work expenses not paid by the worker

should be deducted as well as those paid by the individual.
Joseph A. Calif ano, Jr. (74*)
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2. Drugs needed for control of the disability should also be
deducted.

Representative Coelho (220)

Propose an aid and attendant allowance for the spouse of a severely
'Jiti)J(i prMon

PLraJyzuJ Vetrani of America (150*); National Easter Seal Society
(432)

III. ACCOUNTABILITY, ADMINISTRATION, ND APPEALS PROCESS

A. Regulatory authority to set standards for State disability determination
agencies (sec. 8, H.R. 2054; sec. 8, H.R. 3d36; sec. 301, H.R. p854)
Supports the option of the Federal Government to take over State

administration of disability determination if the State requests it or
does an inadequate job in administering the program.

Joseph A. Califano, Jr. (41); National Easter Seal Society (432);
Health Insurance Association of America, American Council on Life
Insurance (104*)

Federal control should be strengthened through administrative
regulations for greater management effectiveness.

Joseph A. Califano, Jr. (41)

Oppose granting regulatory authority to the Federal government to
set standards for state disability determination agencies.

Council of State Administrators of Vocational Rehabilitation (163*,
166_167*, 174)

Specific comment8:
1. It is unfair for states to be held accountable for quality when.

they have no opportunities for state input in management and
admmistration.

Council of State Administrators of Vocational Rehabilitation (166*)

2. The Secretary of HEW could change the State/Federal rela-
tionship without input from Congress, by issuing administrative
regulations.

Council of State Administrators of Vocational Rehabilitation (167*,
174)

3. A mixed system of State and Federal disability determina-
tion units is likely to be the most disruptive and least conducive to
consistency and uniformity. Complete federalization of the proc-
ess is preferable to the proposed mixture of State and Federal
administration.

Council of State Administrators of Vocational Rehabilitation (166*)
4. Legislation rather than administrative regulation is neces-

sary to provide for federal takeover of state administration.
National Association of Disability Examiners (158)

5. Concerned with the retention of state employees in the event
of a federal takeover of state administration.

National Association of Disability Examiners (157)
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Su pprt fdra1ization of the disability determination process.
Jtoh(rt J. MyeN (29); Intrnationa1 Union, United Auto, Aero.space,
and Agrku1tural Implement Workers of Amerca—--UAW (488*);
A1'L4i!O (422, 425); National Association of Disability Examiners
(155, 100)

Specific comments:
1. Federalization would promote more uniform standards be-

tween states.
Robert J. Myers (29); International Union, United Auto, Aerospace,
and Agricultural Implement Workers of America—UAW (488')

2. Federalization wou]d provide better control over disability
determination.

Robert J. Myers (29)

3. The determination of disability is too often based on per-
sistence or residence.

International Union, United Auto, Aerospace, and Agricultural Im-
plement Workers of America—UAW (488*)

4. Favors experiments to determine whether stronger federal
supervision or complete federalization can bring consistency,
uniformity, and accuracy to the process and reduce appeals.

Health Insurance Association of America and American Council on
Life Insurance (103*)

B. Federal review of State agency allowances (sec. 8, H.R. 2064; sec. 8,
FI.R. 3236; sec. 301, FI.R. 2854)

Supports Federal review of State agency allowances.
Robert J. Myers (29); Joseph A. Califano, Jr. (41, 50*); Hea1th In-
surance Association of America, American Council on Life Insurance
(94); Administrative Law Center, Legal Aid Bureau, Baltimore, Md.,
D.C. Neighborhood Legal Services Program, National Senior Citizens
Center (113); National Easter Seal Society (432)

Specific comment:
1. The federal government should review denials as well as

grants. If review is only one-way, determiners will have an incen-
tive to deny disability designation in all uncertain cases.

Administrative Law Center, Legal Aid Bureau, Baltimore, Md., D.C.
Neithborhood Legal Services Program, National Senior Citizens Law
Center (113)

Oppose Federal review of State agency allowances.
Council of State Administrators of Vocational Rehabilitation (163*,
172, 174, 184*)

C. Periodic review of cases (sec. 17, FI.R. 2054; sec. 17, FI.R. 3236)
Supports periodic review of disability cases.

Robert J. Myers (19); Joseph A. Califano, Jr. (54); Health Insurance
Association of America and American Council on Life Insurance
(104*); Ntiona1 Association of Manufacturers (106); National Easter
Seal Society (432)

D. Limits oTt judicial review (sec. 401, FI.R. 2854)
Supports limiting court appellate review to statutoryD constitutional,

and regulation interpretation issues only.
Joseph A. Califano, Jr. (50*, 83*); Stanford Ross (239)



Specific commenis:
1. The co4 to tim fovernment of defending social security

d sbiIity eusions i bstantuiL Disability cases are a substan—
1. i I hi r Ic, on Yed oral d istri ot courts,

.ie'jh A. .slf:w, Jr. (79°) ;
tff'Hd ltou4 (239)

2. 'VIm r'ponohiIity mr accil ratc I atuaI ctrrn;nation should
he placed at the administrative JeveL

Joseph A. Califano, Jr. (50°); Stanford Ross (239)

3. Judicial review of facts is unnecessary in a system that pro
vides four administrative stages of decision and a full hearing
bef ore an AU.

Joseph A. Cailfano, Jr. (70*)

Oppose limiting court review to statutory, constitutional, and regu-
lation interpretation issues.

Hon. Justine Wise Polier (450—451°); Administrative Law Center,
Legal Aid Bureau, Baltimore, Md., D.C. Neighborhood Legal Services
Program, National Senior Citizens Law Center (110); Affiliated
Leadership League of and for the Blind of America, American Council
of the Blind, American Association of Workers for the Blind, American
Foundation for the Blind, Inc., Blinded Veterans Association (134—
135); Wilbur J. Cohen (407); Elizabeth Wickenden (448)

Specific comments:
1. Many records that come to the court are inadequate; pro-

hibiting appeal of the facts may perpetuate the inadequacies.
Elizabeth Wickenden (458*); Justine Wise Poller (450*)

2.'Adjudicators will decide more carefully if they know they
are subject to review by independent court.

Administrative Law Center, Legal Aid Bureau, Baltimore Md., D.C.
N eighborhood Legal Services Program, National Senior ditizens Law
Center (111)

3. More than 45 percent of the cases fail to win judicial ap-
proval and are reversed or remanded.

Administrative Law Center, Legal Aid Bureau, Baltimore Md.,
D.C. Neighborhood Legal Services Program, National Senior ditizens
Law Center (111)

4. More than 150 new judges were added to the Federal courts,
increasing the number of available judges by 25 percent.

Administrative Law Center, Legal Aid Bureau, Baltimore Md.,
D.C. Neighborhood Legal Services Program, National Senior ditizena
Law Center (111)

E?Judicial remands
Supports limits on judicial remands (sec.11, H.R. 2054; sec. 11,

H.R. 3236).
Administrative Law Center, Legal Aid Bureau, Baltimore Md.,
D.C. Neighborhood Legal Services Program, National Senior Citizens
Law Center (112)

F. Adversary process
Supports exploring the use of SSA personnel to present and defend

the Government's case in a hearing before an AU.
Joseph A. Califano, Jr. (50°); Council of State Administrators of
Vocational Rehabilitation (183*); Stanford Ross (239—240); Judge
Howard Grossman (260);
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1. Such a process will protect government interests and permit
ALJs to serve in a more purely judicial role.

Joseph A. Califano, Jr. (50*); Stanford Ross (239—240)
Oppose adversary proceedings.

Specfic comments:
1. Adversary proceedings would be costly and too formal. If

adversary proceedings are held, the claimant must be provided
with legal representation equal to the government's representa-
tion.

Administrative Law Center, Legal Aid Bureau, Baltimore, Md.,
D.C. Neighborhood Legal Services Program, National Senior Citizens
Law Center (110)

2. The proposal for adversary hearings has merit, but it may
be both costly and time consuming and should be subjected to
further study.

Richard Krodel (492*)

G. Face to face meetings (sec. 10, H.R. 2054)
Support providing for face to face determination sessions on 'econ-

sideration of disability claims, either as administrative action or as
a demonstration project.

Joseph A. Califano, Jr. (41, 50*); Robert J. Myers (19); Stanford
Ross (239); Judge Howard Grossman (259); Council of State Admin-
istrators of Vocational Rehabilitation (183*); International Union,
United Auto, Aerospace, and Agricultural Implement Workers ofAmerjca—UAW (488*)

Supports demonstration projects providing for face to face deter-
mination sessions as proposed in HR. 2054.

Administrative Law Center, Legal Aid Bureau, Baltimore, Md., D.C.
Neighborhood Legal Services Program, National Senior Citizens LawCenter (113)

Spec'tjic comments (pro and con):
1. Face to face sessions will lead to more accurate decisions

earlier in the determination process and fewer cases reaching the
hearings level.

Stanford Ross (239)

2. Face to face sessions may cause undue delay in the determi-
nation process.

Affiliated Leadership League of and for the Blind of America, Ameri-
can Council of the Blind, American Association of Workers for the
Blind, American Foundation for the Blind, Inc., Bliided Veterans
Association (135)

3. Face to face conferences would add administrative and fiscal
burdens without significant improvement in quality. Such sessions
should be conducted as pure demonstration with no commitment
for wider adoption.

Council of State Administrators of Vocational Rehabilitation (167*)
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Fl. Detailed decision notices (sec. 9, H.R. 2054; sec. 401, H.R, 2854;
sec. 9, H.P. 3236)

Support the issuance of detailed decision notices on disability claims.
Administrative Law Center, Legal Aid Bureau Inc., Baltimore, Md.,
D.C. Neighborhood Legal Services Program, N7ational Senior Citizens
Law Center (113); Representative Cosiho (220); National Easter Seal
Society (432); Judge Howard Grossman (259)

1. A number of claimants appeal adverse decisions because they
do not understand them.

Administrative Law Center, Legal Aid Bureau Inc., Baltimore, Md.,
D.C. Neighborhood Legal Services Program, N'ational Senior Citizens
Law Center (113)

2. Although detailed decision notices are important, they may
cause problems. Doctors may be reluctant to assist DDS if
information is released to the claimant. In addition, the increased
paperwork may cause delays and induce litigation.

Council of State Administrators of Vocational Rehabilitation (167)
I. Time limits (sec. 12, H.R. 2054; sec. 12, H.R. 3236)

1. Support various provisions to expedite claims processing and
increase the reliability of and equity in disability determination.

Elizabeth M, Bogg8, National Association for Retarded Persons (196*)

2. Social security claimants who have contributed regularly to
social security insurance should receive final decisions within a fixed
time period as in other benefit programs.

Representative Seiberling (506*)

3. Opposed to time limits on disability determination because time
limits could create statutory rights with respect to processing time.
The Secretary of HEW should set performance guidelines instead.

Council of State Administrators of Vocational Rehabilitation (116*,
174)

4. Now is not the time to study the delay problem further. An
outstanding court order directed the Secretary to draft rules setting
time limits and HEW should move quickly to comply.

Administrative Law Center, Legal Aid Bureau Inc., Baltimore, Md.,
D.C. Neighborhood Legal Services Program, N'ational Senior Citizens
Law Center (114, 119_120*)

J. Payment for medical evidence of record (sec. 15, H.R. 2054; sec. 15,
H.R. 3236)

Support provision included in the bills.
Administrative Law Center, Legal Aid Bureau, Baltimore, Md., D.C.
Neighborhood Legal Services Program, National Senior Citizens Law
Center (114, 121*); Health Insurance Association of America and
American Council of Life Insurance (104*).; National Easter Seal
Society (432)

K. Payment for travel expenses in disability determination (sec. 16, H.P.
2054; sec. 16, H.P. 3236)

Support payment for some travel expenses.
Administrative Law Center, Legal Aid Bureau Inc., Baltimore, Md.,
D.C. Neighborhood Legal Services Program, N'ational Senior Citizens
Law Center (114); National Easter Seal Society (432)
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IV. REHABILITATION

A. Reimbursement (sec. 13, H.R. 2054; sec. 13, H.R. 3236)
Support Federal bonus payment to States from trust funds for

rehabilitation on a performance/success reimbursement system.
Repi'sentat.ive Coelho (220); Elizabeth Boggs, National Association
of Retarded Persons (196*)

Oppose the bonus reimbursement system.
Council of State Administrators of Vocational Rehabilitation (171)

1. A bonus reimbursement system my discourage rehnbilita-
tion because States would lose fixed sums in return for the un-
certainty of being reimbursed at a future date.

Council of State Administrators of Vocational Rehabilitation (171)

2. Any reform of the beneficiary rehabilitation programs
should include recognition of all savings to the trust hinds in-
cluding indirect costs regardless of the beneficiary's earnings, in
order to account for savings to the Federal Treasury.

Council of State Administrators of Vocational Rehabilitation (171)

Supports system in which 50 percent of the state's allocation of
trust fund vocational rehabilitation expenditures is based on relative
success in rehabilitation and 50 percent is on a per capita basis as is
currently being done under regulation.

Joseph A. Califano, Jr. (40)

Supports the objective of integrating the beneficiary rehabilitation
program into the ongoing program of vocational rehabilitation carried
out by the State vocational rehabilitation agencies with the following
specific comments:

1. It is unclear in the bill whether payments authorized for
reimbursement are in addition to those authorized under title I
of the Rehabilitation Act.

2. It is not clear in the bill how much money will be available
for bonuses.

3. The result-oriented thrust may have the effect of discourag-
ing rehabilitation of the most severely disabled; instead, states
should be reimbursed for costs in all cases and should receive
bonuses in successful rehabilitation cases, or States should have
a maximum failure rate.

National Association of Rehabilitation Facilities (454—455)

B. Disability payments during rehabilitation
Disability payments should not be canceled during rehabilitation.

Representative Coelho (220); Administrative Law Center, Legal Aid
Bureau, Inc., Baltimore, Md., D.C. Neighborhood Legal Services
Program, National Senior Citizens Law Center (109); Council of
State Administrators of Vocational Rehabilitation (164)

C. Other comments on rehabilitation
1. There should be no reward to States for placing an individual

in a sheltered workshop.
National Federation of the Blind (126)
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2. Allocations should be made to States from trust funds based on100 percent performances measured as successful rehabilitation at
SGA.

Council of State Administrators of Vocational Rehabilitation (171)
3. A person who obtains disability benefits, accepts rehabilitation,

and is unable to get a job because of factors unrelated to his dis-
ability should not be eligible for continued coverage.

Paralyzed Veterans of America (151)

V. OTHER
A, Timing—effective date

1. The bill should become effective no sooner than 12 months after
the first full month after presidential approval.

Wilbur J. Cohen (408)

2. Wants to delay action on the bill until the National Commission
on Social Security report is released,

Wilbur J. Cohen (415) ; AFL—CIO (421)
3. The bill should move forward as quickly as possible.

American Coalition of Citizens with Disabilities (446)
B. Organization

1. Social Security should be taken out of HEW and be made aseparate Commission.
Wilbur J. Cohen (409)

2. The social security trust funds should be excluded from the unifiedbudget.
Wilbur J. Cohen (410)

3. More social security personnel should be hired, and salariesshould be raised.
Wilbur J. Cohen (408)

4. Administrative law judges should be eliminated and an SSAreview board should be established.
Lorraine Cronin, Thorold S. Funk, and William K. Harvey, speakingas individuals (181)

5. An SSA review board should be established in place of theAppeals Council.
Stanford Ross (238—239, 79_80*)

6. There is a lack of coordination in SSA; conflicting instructionsare given from various functional departments. The regional officesshould be eliminated and a central office should get the authority
and responsibility of State management.

Council of State Administrators of Vocational Rehabilitation (168*)
C. Definition of disability

1. The benefit structure should be split into two parts: one less
restrictive for beneficiaries whose disabilities are total and permament,and the other for temporarily disabled beneficiaries, based on theassumption that the beneficiary will return to work. The second type
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should only get benefits for 2 years. If rehabilitation is refused, no
awards should be given for Type 2 beneficiaries.

Paralyzed Veterans of America (149*)

2. Favor an occupational definition of disability under which
workers older than age 50 could receive benefits if unable to handle
their usual occupation.

AFL-CIO (425)

3. Support determination of the expected length of disability with
the periodic review.

Health Insurance Association of America and American Council on
Life Insurance (94,104); National Association of Manufacturers
(106); International Union, United Auto, Aerospace, and Agricultural
Implement Workers of America—UAW (487*)

4. Supports awarding grants with fixed duration; a fixed term of
benefits provides stronger motivation for rehabilitation.

Judge Howard Grossman (258)

5. Eliminate the substantial recent current work test of 20 out of 40
quarters.

AFL-CIO (422)
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I. Background of Socia' Secuiity Disabiliy Progra

A. bJTRODUCTION

The Social Security Administration is charged with the administra-
tion of two national (hsabilitv programs: the disability insurance
program (DI) and the supp'emental security income program (SSI).
The disability insurance program PIovides benefits in amounts related
to a disabled worker's former wage leve's in covered employment.
Funding is provided through the social security payroll tax, a portion
of which is allocated to a separate disability insurance trust fund.
The SSI program provides cash assistance benefits to the needy blind
and disabled, many of whom do not have recent attachment to the
labor force. The benefit amount is based on the amount of other
income available to the individual. Unlike DI benefits, theSSI benefits
are funded through appropriations from general revenues.

B. DIsABILITY INSURANCE

The (usability insurance (DI) program established by title II of the
Social Security Act provides monthly benefits averaging $320 to some
2.9 million disabled workers. Benefits are also payable under the pro-
gram to approximately 2 million dependent spouses and children of
these disab'ed workers. For a disabled-worker family, monthly benefits
averige $639. The maximum benefit which could be paid to a worker
who becomes disabled in 1979 is $552 for a disabled worker alone or
$967 for a d isa.b edworker family.

Although the oriina.l Social Security Act of 1935 did not include
provision for a disability insurance program, there was eaHy concern
with the problem of loss of earnings due to disability. In the 1940's
the Socia' Security Board in its annual reports generally supported
the addition of some kind of disability program to the social security
system. The 1948 Report of the Advisory Council on Social Security
to the Finance Committee recommended the establishment of a disa-
bility program. The report further specified that coverage should be
provi(led only in the case of disabilities which were medically demon.
strable by objective tests, and that there should be a 6-month waiting
period. The report envisaged requiring substantial and recent attach-
ment to the socia' securfty system as a basis for qualifying for benefits.
Disabled beneficiaries wouM be transferred to the retirement system
upon reaching age 65, and they would be protected from reductions in
their retirement benefits by eliminating periods of disability in com-
puting the amount of the retirement benefit.

The Congress had various proposals for a disability program under
its active consideration in the next few years. Finally, in the Social
Security. Amendments of 1954, the Congress included a provision for
a disability "freeze" which woul(l allow disabled workers to protect
their ultimate retirement benefits against the effects of non-earning
years, becoming effective in July 1955. The amendments provided

(1)
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thit the 1eterrninition of who vs diahlPd otilc1 be made by State
agencies under contIa(t with t11e Fecleial Government. It was ex-
pected thnt the agency used would ordinarily be the State vocational
rehabilitation agency.

The 1956 amendments established the Disability Insurance Trust
Fund and provided for the payment of benefits to disabled workers
(but not to their dependents) starting in July 1957. Benefits were
limited to workers aged 50 or over who had recent and substantial
attachment to the social security program. The disability had to be
severe enough to prevent the individual from engaging in any sub-
stantial employment and to be of "long-continued and indefinite dura-
tion." For eligible individuals, benefits were payable only after a full
6-month waiting period. (If an individual became disabled on Jan-
uary 15, the waiting period would be February through July. The
first check, for the month of August, would be payable at the beginning
of September.)

The. diabilit.y benefit formula was essentially the same as the for-
mula for retirement benefIts, under which the benefit amount is deter-
mined according to the worker's lifetime average earnings (excluding
in tl1i case yea.rs of disability in computing the average). Since the
benefits were at this time limited to workers age 50 or over, their
general wage-histories could be expected to be comparable to retired
workers. For this reason, there was no compelling reason to develop
a new method of determining benefits.

The 1956 amendments also provide.d for the payment of benefits
to disabled children age 18 and over who vere dependents of retired
workers or survivors of deceased workers (provided that the disability
began before he child reached age 18).

The Secretary of Health, Education, and Welfare was given the
authority to reverse cases that had been allowed by the State agencies
which made the original determinations. The basic purpose of this
provision was to protect the trust fund from being forced to pay
benefits in cases that shou'd not have been allowed in the first in-
stance, and to promote more uniform administration of the program
among the States.

Subsequent amendments added provisions for benefits to dependent
spouses and children of disabled workers (1958) and eased the require-
ments related to prior work under social security (1958 and i96O)
Also in 1960, the limitation of benefits to workers aged 50 or over was
eliminated. The lowering of the age of eligibility had a significant
impact on how the benefit computation formula operated. Since
benefits are based on lifetime average earnings (excluding years of
disibility), benefits for workers who became disabled at a young age
would be based on a very small number of years of earnings (as few
as 2). This can lead to quite different results from the situation of a
retired worker whose earnings are averaged over a relatively large
number of years. However, no change in the disability benefit formula
was made,
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Certain provisions in the 1960 amen(lment were aimed at encourag-
ing beneficiaries to return to employment. They provided for a nine-
month period of "triul work," during which the disabled individual
couki have earnings without having his benefits terminated. They also
eliminated the 6-month w'aiting period for benefits if a w'orker applied
for disability a second time after failing in his atternpL to return to
work.

Tn 1965, the definition requiring that a disability be of "long-con-
tinued and indefinite duration" was changed to permit benefits for
disabilities exl)ect.ed to last at least 12 months. Benefits for disabled
widows were added in 1967. in 1972, the 6-month waiting period
(established in 1956) was reduced to 5 months.

As the program grew, the Congress began expressing considerab'e
concern over the increased allocations to the disability trust fund
which had been required to meet actuarial deficiencies. The Finance
Committee, in its report on the 1967 Social Security Amendments,
cornmente(1

The cothmit tee recognizes and shares the concern expressed
by the Committee on Ways and Means regarding the way
this disability definition has been interpreted by the courts
an(l the effects their interpretations have had and might
have in the future on the administration of the disability
program by the Social Security Administration. * * * The
studies of the Committee on Ways and Means indicate that
over the past few years the rising cost of the disability
insurance program is related, along with other factors, to the
way in vhich the definition of disability has been interpreted.
The committee therefore includes in its bill more precise
guidelines that are to be used in determining the degree of
disability which must exist in order to quality for disability
insurance benefits.

The 1967 amendments were intended to emphasize the role of
medical factors in the determination of disability. Since the beginning
of the program, the Social Security Administration had been operat-
ing under guidelines that allowed consideration of certain vocational
factors. However, these were being interpreted in varying ways, and
there was believed to be a need to write into the law acklitional lan-
guage which would define vocational factors in such a way that they
could be interpreted and applied on a more uniform basis. The new
language specified that an individual could be determined to be dis-
abled only if his impairments were 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 an other kind of sub-
stantial gamful work which exists in the national economy, regardless
of whether such work exists in the immediate area in which he lives,
or whether a specific job vacancy exists for him, or whether he would
be hired if he applied for work."
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The committc report discussed this provision further:
The original provision was designed to provide disability

insurance benefits to workers who are so severely disabled
that they are unable to engage in any substantial gainful ac
tivity. 1he bill would provide that such an individual would
be disabled only if it is shown that he has a severe medically
determinable physical or mental impairment or impairments;
that if, despite his impairment or impairments, an individual
still áan do his previous work, he is not under a disability;
and that if, considering the severity of his impairment to-

:gether with his age, education, and experience, he has the
ability to engage in some other type of substantial gainful
work that exists in the national economy even though he can
:no longer do his previous work, he also is not under a dis-
ability regardless of whether or not such work exists in the
general area in which he lives or whether he woul.d be hired to
do such work. It is not intended, however, that a type of job
which exists on]y in very limited numbers or in relatively
few geographic locations would be considered as existing in
the national economy. While such factors as whether the
'work he could do exists in his local area, or whether there
are job openings,or whether he would or would not actually
be hired may be pertinent in relation to other forms of pro-
tection, they may not be used as a basis for finding an in-
dividual to be disabled under this definition. It is, and has
been, the intent of the statute to provide a definition of dis-
ability which can be applied with uniformity and consistency
throughout the Nation, without regard to where a particular
individual may reside, to local hiring practices or employer
preferences, or to the state of the ]ocal or national economy.

Over the years, severa1 amendments were adopted easin certain
requirements of the disability program in the case of blind individuals.
The level of earnings above which an individual is considered not
disabled is substantially higher for blind persons than for those with
other disabilities. No recency of employment test is applied in de-
termining eligibility for the blind. For blind persons age 55 or over,
eligibility is based on their ability to work at their usual occupation
rather than on their ability to work at any job.

C. SUPPLEMENTAL SECURITY INCOME

•The Social Security Act as originally written in 1935 did not provide
for disability protection under either the insurance (trust fund) title
or under the public assistance titles. (A public assistance program.
limited to the needy blind was, however, a part of the 1935 act.) In
i950 a public assistance program for the "totally and permanently dis-
abled" was added to the Social Security Act. Under the public assist-
once programs for the.blind and disabled, basic eligibility standards
8ncl assistance levels were determined by each State, and program
administration was carried out by the States (or by local governments
under overall State supervision). State expenditures for the program
'were funded by the States with Federal matching from general
revenue appropriations according. to formulas specified in the Federal
statute.
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In 1972, Congress repealed the public assistance programs for theblind and disabled (along with the similar program for the aged) andestablished a new federally administered program called Supjlementa1Security Income (SSI) Undei the new program (which becameeffective at the start of 1974), a basic Federal income support level isestablished for each aged, blind, and disabled person. Eligibility isdetermined and benefits are paid by the Social Security Aclministration. States may supplement the basic Federal income support levels,and these State supplementary benefits may be administered either bythe States or by the Social Security Administration on behalf of theStates.
At the present time, the SSI program provides a monthly minimimFederal income support level of $208.20 for a disabled individual and$312.30 br a disabled couple. These amounts are increased automatj.cally for cost of living changes. State supplementation levels varywidely from State to state and within States according to different.living arrangements of recipients. (See table 1.)
The disability part of the SSI program follows generally the defi-nition and administrative processes applicable to the disability in-surance program. To be eligible, an individual must be sufficientlydisabled to permit a finding that he will be unable to engage in anysubstantial work activity for at lenst a period of 1 year from the timehe became disabled.
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TABLE 1.—INCOME GUARANTEE. LEVEL FOR DISABLED

PERSONS IN INDEPENDENT LIVING ARRANGEMENTS

Monthly income gua

State (administration of optional supplement) Individual

rantee level

Couple

A'abama (State) $208.20 $312.30
Alaska (State) 335.00 502.00
Arizona (State) 208.20 312.30
Arkansas (None) 208.20 312.30
California (Federal) 356.00 660.00

Colorado (State) 221.00 442.00
Connecticut (State) 297.00 372.00
Delaware (Federal) 208.20 312.30
District of Columbia (Federal) 223.20. 342.30
Florida (State) 208.20 312.30

Georgia (State) 208.20 312.30
Hawaii (Federal) 223.40 336.50
Idaho (State) 262.00 373.00
Illinois (State) 1 208.20 1 312.30

indiana (State) 208.20 312.30

Iowa (Federal) . 208.20 312.20
Kansas (None) 208.20 312.30
Kentucky (State) 208.20 312.30
Louisiana (None) 208.20 312.30
Maine (Federal) 218.20 327.30

Maryland (State): 208.20 312.30
Massachusetts (Federal) 324.45 494.30
Michigan (Federal) 242.29 363,44
Minnesota (State) 242.00 358.00
Mississippi (None) 208.20 312.30

Missouri (State) 208.20 312.30
Montana (Federal) 208.20 312.30
Nebraska.(State) 295.00 406.00
Nevada (Federal) 208.20 312.30
New Hampshire (State) 237.00 332.00

New Jersey (Federal) 231.00 . 324.00
New Mexico (State) 208.20 312.30
New York (Federal) 271.4]. 391.78
North Carolina (State) 208.20 312.30
North Dakota (State) 208.20 312.30
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TABLE L-—INCOME GUARANTEE LEVEL FOR DISABLED PER.
SONS IN INDEPENDENT LIVING ARRANGEMENTS—Con-
tinued

Mo

State (administration of optional supplement)

nthly income gua rantee level

Individual • Couple

Ohio (None)
Oklahoma (State)
Oregon (State)
Pennsylvania (Federal) .
Rhodelsland (Federal)

$20820
287.20
220.20
240.60
244.99

312.30
470.30
322.30
361.00
381.73

South Carolina (State)
South Dakota (State)
Tennessee (None)
Texas (None)
Utah (State)

208.20
223.20
208.20
208.20
218.20

312.30
327.30
312.30
312.30
332.30

Vermont (Federal)
Virginia (State)
Washington (Federal)
West Virginia(None)
Wisconsin (Federal)

247.00
208.20
253.30
208.20
294.40

2 384.00
312.30

2 361.40
312.30
451.50

Wyoming (State) 228.20 352,30

State supp'ements n some cases but budgets each case individually regardless
of living arrangements.

2 State has two optional supplementatton levels. This represents the higher
amount payable to recipients in the State.

Note: ''None' indicates no optiona! State supplementation. Where optional
supplementation is indicated but the Federal levels of $208.20 and $312.30 are
shown, the State optional supplementation does not apply in the case of individuals
or couples in independent living arrangements. Mandatory supplementation may
apply for certain individuals who were previously on State programs in effect prior
to January 1974. Optional State supp'ementation may also apply for other living
arrangements. -

5ource: HEW (data as of Oct. 1, 1979).



Th 1Definütiion of 1Disabilily

A. WHAT THE LAW REQUIRES

The Social Security Act definition requires that in order to qualify
for disability benefits an individual must be unable to engage in
any substantial gainful activity by reason of a medically determinable
physical or mental impairment that has lasted, or is expected to
last, at least 12 months, or is expected to result in death. The deter-
mination must be made on the baSis of medically acceptable clinical
and laboratory diagnostic techniques.

As indicated in the earlier discussion of the legislative development
of the disability insurance program, the definition of disability has
been somewhat modified and clarified over the years, the most recent
major amen(ImentS being those in 1967 which, as described earlier,
attempted to emphasize the role of medical factors by defining strictly
in the law when and how vocational factors were to be applied. The
1972 amendments which established the supplemental. security income
program provided for the use of this same definition.

The definition in title II of the Social Security Act reads as follows:
SEc.223 * * *
(d)(1) The term "disability" means—

(A) inability to engage in• any substantial gainful
activity by reason of any medically determinable phys-
ical or mental impairment which can be expected to
result in death or which has lasted or can be expected
to last for a contmuous 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 (wit.hinthe meaning of "blindness"
as defined in section 216(i) (1)), inability by reason of such
blindness to engage in substantial gainful activity re
quiring skills or abilities comparable to those of any
gainful activity in which he has previously engaged with
some regularity and over a substantial period of time..

(2) For purposes of paragraph (1)(A)—
(A) an individual (except a widow, surviving divorced

wife, or widower for purposes of section 202 (e) or (1))
sha1 be determined to be under a disability only f his
physical or mental impairment or impairments are of
such severity that he is not only unable to do his pre-
vious work but cannot, considering his age, education,
and work experience, engage in any other kind of sub-
stantial gainful work which exists in the national econ-
omy, regardless of whether such work exists in• the
immediate area in which he lives, or whether a specific
job vacancy exists for him, or whether he would be
hired if he applied for work. For purposes of the pre-

(8
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ceding sentence (with respect to any individual), "work
which exists in the national economy" means work
which exists in significant numbers either in the region
where such individual.lives or in several regions of the
country.

(B) A widow, surviving divorced wife, or widower
shall not be determined to be under a disability (for pur-
poses of section 202 (e) or (f)), unless his or her physical or
mental impairment or impairments are of a level of se-
verity which under regulations prescribed by the Secre-
tary is deemed to be sufficient to preclude an individual
from engaging in any gainful activity.

(3) For purposes of this subsection, a "physical or menta.l
impairment" is an impairment that results from anatomical,
physiological, or psychological abnormalities which are de-
monstrable by medically acceptable clinical and laboratory
diagnostic techniques.

(4) The Secretary shall by regulations prescribe the criteria
for determining when services performed or earnings derived
from servicesciemonstrate an individual's ability to engage in
substantial gainful activity. No individual who is blind shall
be regarded as having demonstrated an ability to engage in
substantial gainful activity on the basis of earnings that do
not exceed the exempt amount under section 203 (f) (8) which
is applicable to individuals described in subparagraph (D)
thereof. Notwithstanding the provisions of paragraph (2)., an
individual whose services or earnings meet such criteria shall,
except for purposes of section 222(c), be found not to be
disabled.

(5) An individua' shall not be considered to be under a clis-
ability unless he furnishes such medical and other evidence of
the existence thereof as the Secretary may require.

The title XVI definition reads as follows:
SEC. 1614. (a)* * *

(3) (A) An individual shall be considered to be disabled for
purposes of this title if he is unable to engage in any sub-
stantial gainful activity by reason of any medically determi-
nable 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
(or, in the case of a child under the age of 18, if he suffers
from any medically determinable physical or mental impair-
ment of comparable severity).

(B) F,or purposes of subparagraph (A), an individual shall
be determined to be under a disability only if his physical or
mental impairment or impairments are of such severity that
he is not only unible to do his previous work but cannot,
considering his aCre, education, and work experience, engage
jn any other kincl'of substantial gainful work which exists in
the national economy, regardless of whether such work exists
in the immediate area in which he lives, or whether a specific
job vacancy exists for him, or whether he woUld be hired if
he applied for work; For purposes of the preceding sentence
47—34—79---——2
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(with respect to any individual), "work which exists in the
national economy" means work which exists in significant
numbers either in the region where such individual lives or
in several regions of the country.

(C) For purposes of this l)aragraph, a physical or mental
impairment is an impairment that results from anatomical,
physiological, or psychological abnormalities which are de-
monstrable by medically acceptable clinical and laboratory
(liagnostic techniques.

(D) The Secretary shall by regulations prescribe the cri-
teria for determining when services performed or earnings
derived from services demonstrate an individual's ability to
engage in substantial gainful activity. Notwithstanding the
provisions of subparagraph (B), an individual whose services
or earnings meet such criteria, except for purposes of para-
graph (4), shall be found not to be disabled.

Essentially, the only differences in the laws are (1) under the SSIpgim the tet of substantial gainful activity applies only to the
"disabled." rfhere is a separate definition of "blindness" to which
the tet of SGA (loesnot apply; (2) the SSI program has no provision
ielating to eligibility of widows or widowers; (3) the SSI program has
no requirement stipulating that the individual must furnish evidence
of disability as required by the Secretary (in fact, the Secretary
exercie authority to purchase needed medical evidence for SSI
applicants); and (4) the SSI program provides for disability benefits
for children under age 18. (The disability insurance program does not
exclude children. However, eligibility requires at least a 1-year
work hitoiy.)

Thus, persons applying foi benefits must generally meet the same
definition of disability under both programs. Furthermore, the SSI
statute specifically provides for following the same administrative
I)iocedures as are used for the title II program,

B. THE DETERMINATION PROCESS

rfhe social security definition of disability is considered to be a strict
definition, which only the most severely disabled can meet. However,
the statute is not specific in describing how the definition is to be
applied in individual cases. The State agencies are directed in how- the
ilefinition is to be applied by detailed Federal regulations. These regu-
lations were recently amended, effective February 26, 1979, to include
specific rules on the application of the vocational factors which had
been provided in statute in 1967, but for which the Social Security
Administration had prior to this year issued only administrative
guides.

rfhe determination of disability may be based on medical considera-
tions alone, or on medical considerations and vocational factors. In
making the determination, the disability adjudicator is required to
look at all the pertinent facts of a particular case, and must follo' a
sequential evaluation process. Current work activity, severity of im-
pairment, and vocational factors are assessed in that order. The regu-
lations set out. the steps, and state that when a determination can he
made at any step, evaluation.under a subsequent step is unnecessary.
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(1) The first question to be asked is whether tl1eIn(1ividu1 is cur-
rently engaging in substa.ntia gainful activity (SGA). Under I>reent
ft(Irninistrative practice, if an individiia i actually earning more than
$280 per month he is considered to be engaging in subtaiitia gainful
a't.ivity. Earnings below $180 a month are generally regarded as not
constituting SGA. Earnings between these. two amounts must be
evaluated. If it is determined that the individual is actuaUy engaging
in SGA, a finding is made that the individua' is not disabled, without
any consideration of either medical or vocational factors.

(2) If an individual i not actually engaging in SGA, the second step
is to look at whether the individual has a severe impairment. Under
the regulations, if an individuu.l is found not to have any impairment
which significantly limits his physical or menta.l capacity to Perfoim
btsic work-related functions, a. finding must be made that there is not
a severe impairment and t.ht' the individual is not disabled. Voca-
tiona.l factors aie not to be consi(lered in such cases.

(3) If the individual is found to have a severe impairment, the
next step is to determine whether the impairment meets or equals the
medical listings which have been developed by the Social Security
Administration for use in determining whether a condition con-
stitutes a disability. If the impairment meets the duration require-
ment and is included in the medical listings, or is determined to be
medically the equivalent of a listed impairment, a finding of disability
must be made without consideration of vocational factors.

(4) In cases where a finding of "disability" or "no (usability" can-
not be made based on the substantial gainful activity test or on
medical considerations alone, but the individual does have a severe
impairment, the indivi(Iual's residual functional capacity and the
physical and mental demands of his past relevant work must be
evaluated. If the impairment does not prevent the individual fioin
meeting the demands of past relevant work, theie must be a finding
that the individual is not disabled.

(5) The final step is consideration of whether the individual's im-
pairment prevents other work. If the individual cannot perform any
past relevant work because of a severe impairment, but he is able to
meet the physical and mental (lemands of a significant number of
jobs (in one or more occupations) in the national economy, and the
individual has the vocational capabilities (considering age, education
and prior work experience) to make an adjustment to work different
from that which he has performed in the past, it. must be determined
that the individual is not disabled. If these conditions are not met,
there must be a determination of disability.

The basis for (Imsabihty allowances has undergone change over the
years. As the accompanying chart shows, in 1965 only 16 percent of
title II disabled worker allowances involved consideration of voca-
tional factors. This increase(l to 27 percent in 1975. However, in the
succee(hng years t.he trend has reversed, and in 1978 only 22 percent
of allowances involved vocational factors. These figures appear to be
conisistent with a generally perceived trend in the last few years toward
greater reliance on medical evidence in determining allowances and
denials.
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Basis for disability allowances, fiscal years 1965, 1970, and 1978—78
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It is important, however, to look beyond the national statistics and
to examine what individual States are (loing in older to understand
how complex and variable the determination process is. For example,
although on a national basis about 22 percent of disabled worker allow-
ancés involved vocational factors, in California about 35 percent of
allowances involved vocational factors, while in New Jersey only 14
percent involved vocational factors. r1llis kind of variation among
States also persists in the other categories of allowances—meeting
and equaling the medical listings. The State reporting the highest
perôent.age of cases as meeting the med a1 listings was North Dakota—
68 1)ercent. The lowest State was Ne Jersey—26 percent. The varia-
tion reported by Stat.es for the catery of equaling the listings wns
even greater. New Jersey reported that 60 percent of its allowances
were on the basis of equitling the listings; Michigan reported only 7
percent of allowances were made on this basis.

With respect; to initial State ngency denials, in fiscal year 1978 21
percent of disabled worker deniiIs were on the basis of inadequate
duration Of the impairment., 32 percent on the basis of lack of severity
("slight impanment."), 25 percent on the bnsis of ability to perform
usual work, 1 5 percent on the basis of ability to 1)erfolm other work,
0.5 J)ercent on the ba.sis of engaging in substantial gainful activity, and
6 percent on the basis of failure to cooperate or ioIlov required Pro(e-
clures. rfllese percentages ha.ve also undergone change in recent years.
Perhaps most startling are the figures for denials on the basis of
sIiht impairment—up from about 8 1)elcent. in 1975 to 32 percent ni
1978 and increasing to 36 1)ercent in the last 6 months of calendai
year 1978. This change appears to have restilted from the efforts by
the Social Security Administration to give the States mole detailed
guidance in determining (under the sequential process described
above) whether an individun.l has a "severe impiirrnent," or whether
his case should be denied vithoiit further analysis because his impair-
ment does not meet the required degree of severity—i.e.., is a• "litlit
impairment." The States now have available to them lists of impair-
ments which, when occurring alone, . or in combination with other
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impairments, are automatically considered slight.. These impairments
would not necessarily have been routinely considered slight in past
years. (This development is discussed more fully in the section "Ex-
planations Given for Changes in the Growth Pattern.")

State agency statistics reveal, however, that. States are apparently
still interpreting regulations and guidelines in vILrying ways. Although
the ercentage of cases denied on the basis of "slight impairment"
nation\vi(le stands ILt 32 percent, the peicentage for individual States
ianes from a high of 54 percent in Michigan to a low of 10 percent
in Delaware foi fiscal eii 1978 fhe ttble below shos the vanation
among the States in the reasons Ioi denial



TABLE 2.—INITIAL STATE AGENCY TITLE II DETERMINATIONS, DISABLED WORKER CLAIMS, BY BASIS

FOR DENIAL, FISCAL YEAR 1978

.

•

Dura-
tion

Slight
impair-

ment

Able to
perform

usual
work

Able to•
perform

other Engaging
work in 5GA

Failure to— •

Follow
treat-
mènt

.

Other
codes

Fisc& year
1978 total

denials
Coop.
erate

Appear
for exam

Total

Connecticut
:Maine
Massachusetts
New Hampshire
Rhode Island
Vermont

1 5,956
1 2,385
1 11,604
1 1,459
1 L837
1 1,077

REGION II

Total

New Jersey
New York
Puerto Rico
Virgin Islands

•

18 48
16 34
4 66

18 33

•1 14,234
1 42,744
0 11,488
8 49

All regions

REGION I

21 32 25 15 0 4 2 0

25 26 28 14 0 5 1 0 1 24,318

1. 509,626

33 33 13 12
20

1

0
6
4

1.

• 022 16
30 12 0 6 222 26

11 0 5 125 20 37.
17 0 3 118 24 35

0 0

0
0
0

14 43 20

18
23
13
16

14 0 5 2 0 1 68,515

6 1 6 2 0
17 0 6 3 0
14 0 1 1 .0:
10 6 2 6



REGION Ill

Total

Delaware
District of Columbia.
Maryland
Pennsylvania
Virginia

West Virginia

REGION IV

Total

Alabama
Florida
Georgia
Kentucky
Mississippi
North Carolina
South Carolina
Tennessee

REGION V

Total

Illinois
Indiana
Michigan
Minnesota
Ohio
Wisconsin

12 20 40 21 0 3 2 0 1. 49,712

20 10 43 21 1. 3 2
9 31 29 16 .0 8 6

1

1

949
.10 23 40 20 0 4 2 1

.1,870

12 16 42 24 0 3 2 0 1

8,730

12 28 35 18 0 3 2 0 1

22,620

14 13 44 21 1 4 2 . 1

10,397
5,146

23 36 22 13 0 3 2 0 1 106,988

27 34 20 14 0 2 2 0 1
21 22 34 16 0 4 2 0 1

11,965

23 43 16 12 0 2 2 0
.

1

24,546

28 39 16 12 0 2 1 1

16,732

20 • 39 25 10 0 3 2 0 0
9,511

26 48 13 8 0 2 2 1

8,137

23 34 27 10 0 3 1 0 1

14,567

18 37 20 18 0 2 3 1 13,017

C.9

25 53 4 6 0 9 2 0 1
25 41 18 8 1 4 2 0 1

27,024

17 54 9 12 0 6 1 0 1

10,218

26 21 32 17 1 2. 1 0
23,128

15 48 19 - 13 1 3 1 0 1

5,607

17 18 40 22 1 1 1 0
20,428

7,449



TABLE 2.—INITIAL STATE AGENCY TITLE II DETERMINATIONS, DISABLED WORKER CLAIMS, BY BASIS
FOR DENIAL, FISCAL YEAR 1978—Continued

[In percent]

REGION VI

Total

Arkansas
Louisiana
New Mexico
Oklahoma
Texas

REGION VII

Total

Kansas
Missouri
Nebraska

5Iight
Dura- impair-

tion ment

Able to
perform

Able to
perform

usual
work

other
work

Engaging
in SGA

Coop.
erate

,

Appear
for exam

Failure to—

32 21 28

Follow
treat-
men t

Fiscal year
Other 1978 total
codes denials

13 0 4 2 0 1 56,372
28
30

27
19

21
30

19
16

0
0 3

2
2 0

1

0
7,371

31 23 19 18 1 5 1 0 1
12,263

21 14 46 14 0 1 2 1
3,084

38 21 25 9 .0 5 1 1
6,879

26,775

23 27 26 17 1 3 2 0 1 20,359
26
23

13
25

30
31

24
12

1

1
4
3

1

3 0
1

1
4,238

21
23

35
25

23
26

14
21

0
2

3
2

2
2

0 1

1

3,334
10,698
2,089



REGION VIII

Total.
Colorado
Montana
North Dakota
South Dakota
Utah
Wyoming

10,315

4,658
'1,652
977

1,039
1,331
658

REGION IX

Total 22

Arizona
California
Guam
Hawaii
Nevada

REGION X

Total

Alaska
Idaho
Oregon
Washington

23 34 29
22 ' 20 '31
20 52 12
28 23 28
37 9

18 33 19
37 23 16
14 12 45
18 14 46

9 0 3 1

20 0 4 2
5 5 5

14 0 3 2
5 1 10 1

22 1 5 2
14 1 6 2
23 0 3 1

15 0 5 1

1 4,780
1 54,922
2 60
1 1,478
2 1,776

0 557
1 1,677
1 5,993
1 7,950

5ource: Data provided by the 5ocial Security Administration.

25 27 26 14 1 3 2 0

29 30 17 14 1 4 4 0
21 19 35 18 1 3 2 0 1

18 33 33 11 2 1 0 1

17 26 39 13 1 0 2 0 1

24 16 37 17 0 4 2 1

29 41 16 8 0 4 1 1

21 30 18 0 4 2 0 1 63,016

0"

19 15 42' 18 0 4 1 1 16,177
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C. MEANING OF SUBSTANTIAL GAINFUL Aciviii (SGA)

At the heait of the disnbility definition i the tcst—''Is the individual
abli to nngnge in any subsinni iil gtinfiiE aetivity?'' If the answer is in
the affirmative, the individual cannot be determined to be disabled.
The term ''substantial gainful activity'' is not defined in the statute.
Rather, the Secretary of Health, Education, and Welfare is required.
by regulations to prescribe the criteria for determining when SCFV1CS
peifoimed or earnings derived from services demonstrate an individ-
ual's ability to engage in substantial gainful activity. These criteria
have been expressed in regulations in the foim of dollar amounts of
earnings above which an individual would be presumed to be engaged
in substantial gainful activity, and therefore not disabled. for P11'PO5e5
of the social security definition. As the Acting Commissioner of Social
Security, Don Woitma.n, stated to the Subcommittee on Public As-
sistance of the Finance Committee in testimony in September 1978," * * the levels at which the SGA is set is a fundamental part of
the defiiit.ion of who is, or who is not, disabled for purposes of these
)rograms." Mr. Wortma.n further observed that "At earnings of $500
or more a month, t.he concept of 'substantial gainful activity' as one
test of disability becomes almost meaning'ess as a means of distin-
guishing the disab'ed from the nondisa.becl. In a society in which
many nonilisabled peop'e earn on'y that much or less, it would be
difficult, to determine whether low earnings are a result of an impair-
ment or of economic and social factors unreated to physical or mental
impairments."

The SGA cvel was $100 a month in 1958, increased to $125 in
1966, $140 in 1968, $200 in 1974, $230 in 1976, $240 in 1977, $260 in
1978, and $280 a month in 1979. At the present time the admin-
istration is proposing to provide by regulation for automatic increases
in the future which would be made on the basis of the rate of the
increase in average taxable wages reported for the first calendar
quarter of each year

There have been proposals to increase substantially the amount to
be used in estabBshing substantial gainful activity, on the grounds
that theIcurrnt 'evel acts as a work disincentive: However, in re-
sponse to a question posed by the Public Assistance Subcommittee
at the hearing referred to earlier, t.he Social Security Administration
responded that "raising the SQA 'evel does not appear to give disab'ed
beneficiaries an incentive to work . * *

. The earnings of most
disabled beneficinries are considerably below the SGA leve' and * * *

studies show no appreciab'e increases in earnings as the SGA earnings
1eves have increased."

Subsequent to the comment by the Department a specia' study,
"Effect of Substantial Gainfu' Activity Level on Disabled Beneficiary
Work Patterns," appeared in the March 1979 Socia' Security Bulletin.
The research findings reported in t.he study show that increases in
the substantial gainful activity level in 1966, 1968 and 1974 were not
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followe(1 by iiwremcntal increases in henIiciary:earnins. The authors
of the study draw the following implications from their findings:

The SGA kve1 scives as the administrative measure of
work productivity. In conjunction with the medical severity
eriteria, it controls ehgibility br the 1)Ioam. Ratsng the
.SGA level would increase priiyram c(,sls by enlarging the size
of (he eligible populatwn and by redu.cng the number of persons
whose benefits could be terinnated. The program-flow analysis
suggests that (he key to conti'ollng program growth is in. the
allowance process and (he eligibility criteria. (Emphasis added.)

Much less control ovei terminations is possible. Recovery
for work is sharply limited by the original eligibility require-
meñts—that is, severe and chronic illness that drastically
affects earning capacity. Benefit teimirnitions caused by
recovery, either medical recovery or sustained employment
above the SGA level, are minuscule compared with the
number of beneficiaries coming on the rolls. There seems to
be some room for improvement in the recovery rates of
working beneficiaries. Any expectation of substantially re-
ducing the program's size by means of work incentives,
however, is placed in sobering perspective by the very low
rate of benefit terminations for recovery among those who
had sustained work while still beneficiaries.

It. has been proposed that the SGA level be increased substantially
for SSI, the needs-tested )1ogra.m, but not •for title II disability
insurance. The Social Security Administration has commented on
some of the pioblems which this kind of proposal raises:

Because SGA is an integral Palt of the (!(finition of
disability in both social security and SSI statutes, substan-
tial differences in the meaning of SGA between the two
programs obviously would create a multitude of problems.

The public's undeistanding of SGA would be seriously
affected ii there were substantial differences in SGA between
the social security and SSI piogiams. This would be par-
ticularly true where a person files claims for both benefits
simultaneously and is found disabled under one program but
not under the other.

(Hearing before the Subcommittee on Public Assistance of the
Committee on Finance on ll.R. 10848 and ILR. 12972 "Suppleniental
SecurityIncorne Disability Program," September 1978, p. 82.)

D. MEDICAL CRITERIA USED IN DETERMINING DISABILITY

Ever s1nce the beginning of the disability insurance program in
1955, the Social Security Administration has had a. list of medical
impairments with sets of signs, symptoms and luboratomy findings
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whcli, if present in a person applying for disability benefits, are sufli—

cient to justify a finding that he or she is disabled, unless there is
evidence to the contrary. These criteria are known us the listing of
irnniirrnents.

1'lic listing md udes medical COn(li tions frequently found in people
who file for disability benefits. It describes, for each of the 13 major
body systems, impairments that are severe enough to prevent a person
from engaging in substantial gainful activity and which may be ex-
pected to i'esilt in death or which have luisted,or can be expected to last
for, a continuous period of not less than 12 months.

Effective March 27, 1979, the Social Security Administration issued
new regulations updating t:he earlier listing which had been issued in
1968 and had in recent years been criticize(l as in serious need of
review. Since 1968 the only new medical regulations issued by SSA
were those needed to implement the childhood disability provisions of
the SS1 program, These wereeffective in March 1977.

Some of the criticisms that had been leveled at the 1968 listing, and
specifically pointed out by the General Accounting Office in reports in
August 1.976 and August 1978, inchided a lack of specificity, and a
failure to take into consideration advances in medical technology. rrlie

GAO also commented that State agency officials complained that the
listings were sometiiies too time consuming or costly to inil)lement. For
example, certaiti' criteria requil'e(l laboratory tests w'h!ch were no
longei' commonly used in the medical community or which required
equipment which.was notrea(l ily available.

The Social Security Administration, spent several years updating
the medical listing. In publishing the new listing in the ederal
Register, SSA maintained that the revisions reflected advances in the
me(lical treatment of some conditions and in the methods of evaluat-

certain impairments. Although it is still too early for the new
listing to be evaluated; State agePcies appear genei'a.lly to believe
that the up-dating vilI result in better and more reasonable findings,
insofar as they will reflect—at least for a period of time—a more
current state of medical diagnostic practices.

The table vhichfollows indicates thegeneral nature of the body
systems which are' covered by the medical listing. Interestingly,
table 3 would also seem to show that 'there are rather si.tnificant
differences inrthe basisfor awards between the title II and title XVI
programs. 'More 'than 30 percent of the awards to title II disabled
workers in 1975 (the Itest year for which comparable data are avail-
able). w'ere made on the basis of diseases of the circulatory system
(heart). Only about 21 percent of SSI adults were awarded benefits on
this basis. For SSI adults, by far the largest category of awards was on
the basis of mental disorders—nearly 31 percent, (.om1)ilred with ii
percent under title .11. Table 3 also shows a significantly larger per-
centage of title II benefits awarded on the basis of' (lisenses of the
musculoskeletal system—about 19 percent under title II us corniaui'cd
with about 13 percent under title XVI.
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TABLE 3.—COMPARISON OF TITLE II DISABLED WORKER'
AWARDS AND TITLE XVI BLIND AND DISABLED ADULT
AWARDS, BYDIAGNOSTIC GROUP, 1975.

[In percent]

Diagnostic group
. Title II Title XVI

Infective and parasitic diseases 1.3 1.6
Neoplasms (cancer) 10.0
Endocrne, nutdtional, and metabolic

diseases .. 4.0 5.0
Mentaldisorders 11.2 '30.7
Diseases of the nervous system and

sense organs 6.8 10.0
Diseases of the circulatory system . 30.2 . 20.7
Diseases of the respiratory system 66 4.7
Diseases of the digestive system 3.0 2.1
Diseases of the muscfflosk&etä! system. 18.7 12.7
Accidents, poisonings, and vio'ence 4 3 9
Other 2.8 3.1

Total 100.0 100.0

I Includes mental retardatiori—13.1 percent.
5ourcè:Däta provided by tbe SOcial Security Administratiàn.



IlL The Disability Determination Process

A. GENERAL DEscRIPTIoN

The disability claims process is long and complex, if pursued through
each possible level of appeal. It is identical for applicants of both
title II and title XVI. Briefly, an applicant files his claim at a local
social security office. The information t.aken at the social security
office is sent on to a State disability agency, which determines on the

basis of this and any new evidence it may require, whether the person
meets t.he definition of disability. If the claim is denied, it is reconsid-

ered by the State agency, upon request of the claimant. A claim which
is denied at t.he reconsideration level may, upon appeal, receive a
hearing by an administrative law judge. There is an additional level
of administrative appeal to the Social Security Administration's
Appeals Council. And, finally, if still dissatisfied a claimant may
appeal the decision in a Federal district court. Thus, the question of

whether an individual meets the definition of disability thay go through
five different steps, including four levels of appeal.

Other title II and title XVI claims (01(1 Age and Survivors Insur-
ance and SSI claims on the basis of age) follow the same steps, exclud-

ing, of course, the State agency determination of disability. However,
most claims that proceed through the appeals system involve the issue

of disability. rfherefol.e, whenever the claims and appeals process is

critiëized on the basis of quality of decisions, complexity of system,
and length of process, it is ordinarily a (lisabihty case that is involved.

In recent years, of course, t.he system has had to handle a vastly
larger caseload than was the case in the early years of the program. In
1962, for example, there were about 440,000 title II disabled worker
applications received in social security district offices. In 1978, there
were about 1.2 million title II cases, and more than 1 million title xvi
disability and blindness applications. It is easy to un(lerstand that the
system may have had difficulty in adjusting to a change of this
magnitud e.

The following description provides in somewhat greater detail how
the process now works, the problems that have developed, and some
recommendations for change.

(22)



DISABILITY ADJUDICATION PROCESS

lncudes atl title II disability decisions—disab'ed worker, disabled
widow(er)s and adu!ts disabled in childhood.

2 Includes aI denials, made both by Soci& Security district offices
and State disablity agencies. 285,000 of these denials are technical
denials (involving primarily tack of insured status)and do not require
a determination of disability by a State agency.

[Calendar year 1978]

Level of decision
Number

of decisions Allowances Denials Reversal rate

Initial decisions, total (including district office).
Initial decisions made by State agencies
Reconsiderations

1,190,000
905,000
228,600

357,000
357,000
45,600

2 833,000
548,000
183,000

(70% denial
(61% denial
20%.

rate)2
rate)

AU hearings
Appeals council
Federal courts

87,800
21,600
4,900

44,800
900

1,600

43,000
20,700
3 300

51%.
4%.
33%

Includes 1,260 remands and 340 court altowances.
Includes remands from Federal courts.

Source: Data provided by the Social Security Administration.
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B. THE ROLE OF THE DISTRICT OFFICE

If an individual wants to file a claim for disability under either the
title H or title XVI program he must apply at his local social security
(li.st.rict office. There are more than 1 ,300 district offices (including
branch offices) throughout the United States, and they handle more
than 6 million claims for benelits under the old-age, surviyors arid
disability insurance and the supplemental security income pro'.rrams
cich year. Overall, about 35 percent of the applications are filed by
persons who claim to be disabled.

The manager of a district office has consideral)]e latitude about how
to otuanize the operitions of his stff. Recently, however, SSA huts re-
quired ofFices, un'ess they are too small to mrtke this feasible, to develop
sI)ecutllsts among their c1nins representatives to become exl.)ert in
either the title II or title XVI program. In. general, it is envisaged that
peisons applying for both programs would go first to a title II claims
specialist, who would develop the information needed to piocess a
titic 11 c'aim, including the individual's insuredst.tus. If it appeared
that the individual was also eligible for title XVI, lie would be sent on
next to a title XVI specialist, who would develop the income and re-
sources information necessary to substantiate a. title XVI application.
In such cases, the informition related to the disability aspects of the
case would be taken by the title Ii speci:ilist.

If the case were clearly identified as a. title XVI case, it voulcl be re-
ferred first to a title XVI claims specialist, who would develop both
the income and resources information and the disability-related
information needed to process the cse.

The Social Security Administration does not intend that there be
specialists designated to handle disability cases, although it is clear
that in some offices, especially larger offices, there will be incentives to
encourage individual chuims representatives to specialize on an in-
formal basis. Disability cases are generally significantly more complex
than other cases, and it requires both skill and patience to conduct a
(lisnuility interview sufficiently thorough to obtun the kinds of in
formation necessary to develoo the case. Because o the skill required,
there have been recommendations by some that specialization of
personnel within the district office should include sJ)ecializRtlon in
disability. The Social Securit.y Administration has not concurred with
this proposal.

During the interview, it is the responsibility of the claims representa-
tive to obtain relevant medical and work history from theajplicant
and to see that the required forms are completed. The way in which
this responsibility is handled varies from office to office, and with the
circumstances of the individual. In some offices where it is believed
that most applicants are capable of fillin in the forms themselves,
the claims representative may play a. relatively passive role of review-.
ing briefly the form after it is com!leted. in other offices, the process
involves a lengthy interview. In any case, the quality and complete-
ness of the information thit is obtained is extremely impor.ant in the
further processing of the case. On t.he basis of the interview, the
claims re})resentative may determine thnt t.he inclividua isengaging
in substantial gainful activity, in which case the inclividua.I will be
denied without having his ca.se considered. further.
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C. THE ROLE OF THE STATE AGENCY

1. THE FEDERAL-STATE RELATIONSHIP

Although both the DI and SSI programs are considered Federal pro-
grams anti their benefits are financed at the Federal level, the crucial
benefit eligibility decision is made not by aFecleral agency, but by 54
State agencies. These State agencies operate under contract with the
Social Security Administration, an arrangement which goes back to the
original disability insurance amendments, the disability "freeze"
amendments of 1954.

The Congress decided that the determination of eligibility for the
disability freeze could most logically be peifoirned by State vocational
rehtbilitation agencies, vhich would facilitate ni1 insure referral of
t1iSILI)lC(1 iIuhivi(iuals for vocational rel1bilitation services. The re—
latioushi1) provided in the law 'vas a contractual one, with State
agencies being reimbursed for their administrative expenditures from
the disability insurance trust fund.

When the legslation was amended in 1956 to authorize payment of
(lisability benefits, the same Federal-State arrangement was main-
tained. At the same tune the Secretary of Health, Education, and
Welfare was given the authority to reverse the State agencies' de-
terminations that workers were qualifleil for benefits) in order to
1)Iotect the trust fund from excessive costs and to promote more
uniform decisions throughout the country. The Secretary was not
authorized by the statute to allow claims which the State agency
denied or to broaden State agency allowances (e.g., by finding an
earlier (late of first eligibility).

This Federal-State arrangement is unique among government
progrftms, and d illers. from Fedra.l—State grnnt—in—id programs in
that there is no need for specnic State implementing legislation. How-
ever, State laws and j)factices control most aspects of administration,
and the personnel involved are State employees who are controlled by
various departments of the State government. The State agencies make
determinations of disability on the basis of standards and regulations
provided by the Social Security Administration. The costs of making
the determinations and other aspects of related operations are paid
wholly from the disability trust fund in the case of the (usability insur-
ance j)rograln, and from genera' revenues in the case of the supple-
mental security income program. No State funds are involved.

According to HEW statistics, an estimated 9,571 non-Federal
man-yersvere expended by.State agencies in fiscal year 1979. About
2.3 million claims were piocessed, at an overall cost of about $308
million. The major coml)oflent of the. cost was, of course, payroll costs,
arnountin to about $165 million. Purchase of medical evidence in
the lorm of consultative examinations cost the Federal Government
an e. iniate I $84 million.

The question of the viability of the Federal-State contractua
arrangement has been raised numerous times throughout the history
of the progmrn by various individuals an(I organizations that have
stu(lie(1 the disability program. In an early stu(ry of the program, the
Harrison Subcommittee of the House Ways and Means Committee
heard conflicting testimony on whether the use of State vocational

47—4—79—--—3
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rehahulit ill ion ageniie.s in making the basic (lusabliut y (letermunat ion
should he continued or whether an alternative arrangement should be
stnhhshed.

In 1975 the Si)rilil ',eciiijt Sulicoiiiinit lee of the JJouse Ways and
Menus ( oiflinit lee condu1ct1l a survey ol SI ate (hsabililv determina—
lion MelVIPeS, )OSIflg the (pi(5f lOfl 1)1 whet liii tigt'.nies believeil
the original reasons 01 rnu.iiitiining the relat iOrishlij) with State voca—
t.iona I rehabilit a I ion agencies were still vnl ul The espouses showec I

that 24 State agencies believed that the original reasons for having
i he State agencies under the vocational iehiibilit iii ion agencies were
no lotigec valid, and 23 believed timI they were still vnlid.

The issue of the Federal-State. relationship has been explored by
the General Accounting Office in recent st u(lles, resulting in two
report s:' The Social Security Adnministra t ion 5110111(1 Provide More
Managenment ccn(l Leinleiship in Determining Who is Eligmble bc
Disability Benefits,'' dated August. 17, 1976, nnd ''A Plan for Tm-
j>ioving the Disability Determination Process by Bringing It Under
'omplete l'e lend Manage.nien t Should Be Developed,'' issued

August 31, 1978.
In the 1978 ie1)oit t lie GAO St ated

Under the existing Feleral/State arrangement, the Soda.!
Security Aclncinistration cannot. exeicise (liiect managerial
control of the activities of the State agencies. r1h1is ciicum-
stance, t oget hei with Social Security's ía iliire to correct. other
weaknesses in the ilisabihity (leterniunatuon process, provides
no assui niiee that a reasonal)le degree of uniformity and
eihicicncv wiR be achieved in these ever—growing, very expen-
sive rogram5.

The report points out that In the years 1967 to 1976, only 20,000
workers were lepoitecI as rehabilitated and terminated from the dis-
ability insurance rolls. During this time the disabled workers on the
rolls increased by I mill ion.

The ie1)oit concludes that. because very few beneficiaries have been
rehabilitateil and removed from the tolls as a. result of efforts by
tate vociit ioucil rehal)ilit.il t loll agencies, t lie original reason for having
the. Fede.ral-Stite relationship us no longer completely valid.

The GAo states in the 1978 report. that. it believes the present
Federal—St ate relationhip is an impediment. to improving the admin-
istration of the )rogi1 because of (1) unanswered questions about
the. effectiveness aiiil efficiency in the Federal-State relationship that.
have existed for almost 20 years; (2) questionable need for the
to be closely aImed with the State vocational rehabilitation activities:
(3) inability of the principals to remedy contractual defects, such as
clearly defining their responsibilities; and (4) need for the Social
Security Administration to have more effective management and
control over t lie disability programs.

The final conclusion of the GAO report is that "the Secretary of
ITEivY should develop,, for consideration by the Congress, a. plan for
strengthening the disability determination process by bringing it
under complete Federal management so that. the Social Security
Administration can achieve the control needed to properly manage
the disability programs."
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In 3iily 77, prior to the issuance of the. second GAO report, the
Social Security Admnistratioh developed and submitted to the Stales
a new contractual agreement which it hoped would st.reiLhen the
admnistrative roii of the Social Security Aclrninistnition an(! result

.ii improved and more uniform Slate operations. Al •tlis time 21 Stats
have signed th( nerw agreernenl, vitli the others ('onlinuing to express
(:onCCrn aboui. tF1 increased Fedei:il (oIIt i'oI VIIi('h is part of the new
:1!.'eemeTlt.

Some of the enera1 areAs of concern of the non-siniug States
include provisions which l'equ)re the cietary to issue standards
and re(1uirements for conformity, provide I lie Seeret.ai'v with he iight
to cess to State aencv prefluseS, ive t lie eci'ehirv the ut.horitv
to estaiihsh positon de.sipl tons ind be onsulted ibout. personnel
stan(Iards, and require the e.eietnry'S approval of t lie Ste aeiiry
facilities, location of offi(.s, uiid oi'ganiznt ionil stiucture.

'I'hus, at. the I)reseflt t ifIi(, the disii>ilitv j)1'OLt'arn I oper1 !1 uhI(I('r
two different Stt.e azreenien.ts. In uddil oii, the States now hive the
power to te.rrnin.te theiL' greenwnts with the So(:inl Secui'itv Adnilu—
istiation. which ho!ds out 11w 1)oSsihililv that the 1e(Iel'al Govern—
ment—SSA—ouid find itself iii the posit on of 1iuvin to e.tahlisli i
new Federal orua.niz:ition to srve the disihled populat iou slniiId n
t.at.e deC(le to v1 hdraw froiii Is (out hct.. One l ate, Wjconsin,
fih'(l ;ind tlIen\vilIl(lI'e\v a terininulin 1i(ilI(e last veir.

( )IlC response to tius sit•Lat 1)IL IS t () I)t'OI)oSe ha t the dis:ibil t v

tIeterniin tion pi'oreSS be (olnI)I('(eIV fdeiahized, vitIi the Sociil
e(utitV Ahffl)t!Sttfltio1) Ulin, 1S I II 8(IlliiliiSlC!ii r 'e1wv. A noted
above., this v: t(Ivoc' te i in a. 9i8 tcI)ort b the (iA( ). FIoweer, there
is hit tie nnsu on t lii tp1ro;u'h i t I lie I)Ieseit time. 1'roponent of
le(Iei'alizlt}on anue thul it .\VOIl(I result in ;uld,tionai IkX}bilitv in uIh—
(itiOfl of re'ures u.n(I would hae I lie efleel of pIovl(Iing .rioatei' uni—
foimitv n the treatment of dis:ihihlv :ipplical ims nnd iii all other
iSI)c.CtS (If the pi'rJ'lLfl1. On the. oIlier Ii and, ('lit 1(' Of tl$ftp)ofl(lI
point. ou thi.t. sur'll n move would require a(kI lug sul)sl antially to t lie
number f Fedil employees (there nrc now about 9,500 Stt.e a'env
emplovees., i t time when there :tI'C sig'iiiIictnt )l'CSSU1'S to ConbIiil the
Fedeid hui'e urav. Thv dsø i'u lh:it thete (JuhI be conideiahe
(I1SIupt)(Jn in chums rl;cessn', cx I)etsonhlcI could be host iii
the J)1OCCS. nd ots of :utlmiii 1st i':t lion could ul t iiiiatelv be inrreased.
Even vitI14'deral Iinint ration, it is ar'uëd , there (Ouh(h til1 he i—
niflant viiit.ions if there were not an ciii phnsi on greater pecifici1y
of ru.le in the ipphc.ation of the. riihe.

'I'he \Vii tnd Metns Committee Report oii 1-1 .R. :2:6. the pro-
posed DibUitv Jnsurnnee Amendments of 979, discusses the need
for an ,terntjve to the piesefit FedenLl—tnte ulmngement. The
rePort stt.es:

in the Ii.1 several s-ears, G..O and o Ijeis liive ci'l.iuze.d
the laik of uniformity and the qi:lity of d isnbility leciions
niade by the various State agencies. It must be i'eeornized
that, while the. Fe.dernl—State detet'niiiuition system gener'.llv
voik reasonably well (many Stite agencies do in exellent
jobs g!11f1( 'mt irnpi oveinents iii Fedei it iii an uzenien t uls I

control over State perfornmnce ale necesa1y to ensure uni—
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form treatment of all claimants and to improve. the quality
of (Ic(is1on making under the Nation's largest Federal dis-
ability program.

As is (Jes(rihe(l more filly in the scction dealing with eurrent Iegis—
ative proposa's, the Ways and Means bill, following the recornmen(Ia-
tion of the Administration, 1)rovi(1es for thc elimination of the current
system of negotiated agreements between the Federal Government
and the States. The bill would give the Secietary the authority to
establish through regulations the 1)i'oce(Iures and performance stand-
ards for the State disability detcrmination programs. The regulations
might specify, for example, administrative structure, the physical loca-
tion of and relationship among a.gency staff units, performance criteria,
fiscal control procedures, and other rules applicable to State agencies
which would be designed to assure equity and unifoiniity in State
agency disability determinations.

As the report describes, States would have the option of adniin-
istering the program in compliance with these standn.rds or of turning
over administration to the Federal Government. States that decide
to administer the program must comply with sta.nditrds set by the
Secretary, subject to termination by the Secretary if the State sub-
stantially fails to comply with the regulations and written guidelines.

The report concludes:
Your committee believes that this new Federal adniinis-

trative authority will both improve the quality of deter-
minations and ensure that claimants throughout the Nation
will be judged under the same uniform standards and pro-
cedures, while preserving the basic Federal-State structure.

2. FUNCTIONS OF THE STATE AGENCY

The role played by the State agencies in the disability determination
process can be broken down into three very bnsic functions. Using
criteria established by the Social Security Administration, (1) t.hey make
the initial determination as to whether an individual is disabled,
(2) they. reconsider initial decisions if the c]ainitnt believcs he has
been wrongfully denied, and (:) they conduct continuing disability
investi!ations (CDI's) to determine whether individuals should remain
on the disability rolls.

Intial Deciion.—The agency's initiil decision as to whether an
individual meets the criteria for disability is of crucial importance to
the entire process. Although a significant percentage of those denied
ôontinue through the adjudication process by appeal, the vast major-
ity of cases are determined at the initial decision kvel. This decision
is made on the basis of a review of the individual's case file, which
has been received from the district office. Ordinarily there is no per-
sonal interview with the applicant on the part of the State personnel
who decide the claim. However, the agency frequently may contact
the individual if further medical or vocational information is needed.
If medical evidence is. insufficient and can be obtained no other way,
the agency mty request that the individual undergo a consultative
medical examination, which is paid for by the agency.

When all the evidence considered necessary to make a decision hits
been gathered, the case is determined by a State disability examiner,
in consultation with a State agency physician and, if necessary, a
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Vo(It.u)mI I ii hht. 'JII1' (I(i),4ior). ifl fLu COS(M4 mUst b( Sl..1l((l by the
Jill V4tIll, n I Ii,iigh it )IILM 1ø•ii clalnrt((l 1)3" t,h, (.eiirul .(mIIntiIkg
)ftu, n.irioii ,i lim, thnt ttk is mtiims n piirdy formal ruire—

nml (lint tIi(•re i s(flnetflnes lt( le iY'''. involvement in the
(I(,riU)Ik.

( )nte tho h,rision luis herk inile a to let1wr the In(llvIdll:ll is
1ki hkl tn(l ii lu ha been deteriiiiiictL t.o meet oth(r requkiernents
br eligibility (such us msure(l stal us tor DI, or the income 011(1 assets

test. for SSI), a letter is sent to the cbiimmt informing him whether
he has been found eligible !'or bcneits. 'l'lw. foim letter now being sent
to claimants bus been criticized as being seriously inadequate, in that
it does not include the basis [or the disability decision. This, according
to critics, resulis inconfusiiig the claimant, and sometimes encoitrag-
ing him to ask for a reconsicleiition of his case unnecessarily simply
because he does not understithd'th basis for denial. Both the SSI and
Dl bills which have passed the House this year (H.R. :3464 and H.R.
3236) have l'or this reason included a requirement that decision notices
include in each case a statement setting forth a citation and (liscussion
of the pertinent law and regulation, a list of the evidence of re':ord
and summary of the evidence, and the Secretary's (let.erminatio1 and
the rea.son upon which it is based. On the other hand, qnetioiis have
been raised concerning the amount of additional paperwork and a(hnin-
istrative cost such a change might involve..

Reconsderation.s.—Under the law, if a claimant vho has been denied
requests reconsideration .of his case within 60 (lays of notificatioi, the
State agency must undertake a reconsideration of his case. This is
performed by a reviewer who was not involved in the initiul (leckion.
The individual's case record i open to corrections or addition, and
may be supplemented or updated t.o reflect the applicant's current
condition.

In recent years there appears to be strong trend toward the sns—
taming by the State agency of its own initial decision. Whether this
is due to some of the administrative improvements and more I)Iec5e
guidelines tIflt have been issued to direct State agency procedures is.
difficult to say for sure. It seems at lenst reasonable to suspect. that the
more detailed medical evidence which is now required, and the henvier
reliance on purchase of consultative examinations, may be reuilting
in greater confidence in the initial decision by those who are asined
to reconsider a case. The State Agency reversal rate for title II disnWe(l
worker reconsl(lerations dropped from about 33 percent in calendar
year 1975 to about 18 percent in the first quarter of 1979. For title
XVI, the percent: of reversals dropj)ed from about 27 percent in the
last quarter of calendar year 1975 to 16. percent in the flrst quarter of
1979. (See tables 4 and 5.)



TABLE 4.—DISABLED WORKER RECONSIDERATIONS, FILiNG RA1tS 4AND
DENIALS -

REVERSAL RATES ON INITIAL

Calendar years

Total State and non-State State agency decisions only

.

Initial
defilals

Reconsideqations

Initial
denials

Reconsiderations

Total decisions Reversals Total decisions Reversals

Percent Percent
of of

Number denials I Number total

Percent
of of

Number denials I Number total

1973 562.053
1974 712.431
1975 744.554
1976 706,937
1977 804,796
1978 780,415
January to March 1979 211,844

156.933 27.9 59,371 37.8
200,484 28.1 64,325 32.1
222,237 29.8 72,948 32.8
203.313 28.8 59.610 29.3
240,292 29.9 51,881 21.6
212,382 27.2 42,484 20.0
51,553 29.1 10,974 1L8

375.219
469,976
498,836
485,641
537.766
483,356
140,219

155,960 41.6 58.813 37.7
197,490 42.0 62.449 31.6
218.570 43.8 70,947 32.5
196,822 40.5 56.575 28.7
237.438 44.2 50,408 21.2
210.515 43.6 41.412 19.7

61,075 43.5 10,717 17.5

I Filing rates are computed as the percent ratio of econsideration de-
terminatsons in a specified period to in4tial denial6 ui the same period.
The rates, therefore, are only approximate sAnce some reconsiclerations
relate to denials made in an earlier period. -

Source: Social Security Administration,



31

TABLE 5.—STATE REPORTED RECONSIDERATIONS, FILING
RATES ' AND. REVERSAL RATES IN TTLE XVI DISABILITY
AND BLINDNESS CLAIMS

- .- .'

•

Initial
Calendar years denials

Reconsêderation determinations

Total affirmed and
reversed Reversals

Percent of Percent of
Number denials I Number denials

Octo6erto December 1975. . 126,619 242,900 33•9 2 11,380 26.5
1976. 456,128
1977 : 4.84,987
1978. 513,759

152,827 33.5 36,956 24.2
162,207 33.4 31,791 19.6
164,482 32.0 27,248 166

January10 March 1979 138,552 45,984 33.2 7,319 15.9

I Filing rates are computed as the percent ratio of reconsideration determinations In a
specified period to denials reported in the same period. The rates, therefore, are Only ap.

•

proximate since some reconsiderations relate to denials made in an earlier period.
• 2 Part of October is estimated since this type of data did not begin to be collected unt,l the

middle of October 1975.
source State Agency Operations Reports Social Security Adm,n,stration

Gontinuing DisabilitV Deterin'in.at-ions.——The State agency not only
has the function of deciding who comes on the disability rolls. It. must
nlso make dètei'ininitions as to whether individuils stay on the i'olls.

There is; however, no requirenient for periodic redeterminatiOn of
disability for all or even a sizable Proportion of persons who are

•
recGivflg disability benefits. The Socinl Security Claims Manufti
instructs State agencies on certain kinds of cases that are to be selected
for investigation of tontinuing entitlement to disability benefits by
means of a methcul exitrnination diury 1)roCeiure. The ngencies are
cautioned that most allowed cuses involve chronic, sthtic, or pro-
gressive impnirlnents subject to little or no medicatl improvement.
In others, even though some improvement ma be expected, "the
likelihood of finding objective medicul evidence of 'recovery' has been
shown by case experience to be so remote as not to justify:estblis1.ing
a medical reexamination diary." In general, according to the claims
manual, cases are to be "dinned" for medictil reexamination only if the
impairment, is one of. 13 specifically listed impairments. The diary
categories include tuberculosis., functional psychotic disorders where
onset occurred within the twO preceding years, functionni nonpsy-
chotic disorders, active rheumatoid arthritis without deformity, cases
in which corrective surgery is contemplated, obesity, fractures vithout
severe functional toss or defoümity, infections, peripheral neuropathies,
sarcoidosis without severe organ damage, probability of progressive
neoplastic disease but there is no definitive diagnosis, neoplastic disease
which has been treated and incapacitating residuals exist but improve-
ment of the residuals is probable, and epilepsy.

The high degree of selectivity used in selecting cases for medical
reexamination is illustrated by. the following statistics for title II. In
1977, there were about 2.7 million disabled workers in current pay
status. The number of continuing disability investigations (CDIs) in
that year for disabled workers was only about 165,000.
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It.is clear from the. proceduies. followed and from program statistics'
•

that disabled m(Ijvidua.ls frequently remain on the disability rolls for
extended periods without any reexammation of their medical COii(litiofl.
Unless there is a voluntary report of recovery or rehabiijtation, or

•

there isa report of woik activily or earnings, an individual will. geil—

emily continue indefinitely to receive benefits without any lollowup
on his situation.

The Social Security Administration has recognized t!le issue raised
by this failure to conduct reeaminations of persons who have been
onthe disability rolls for an ëtended periO(l and is now conducting
n ongoing san7ple stu(ly of DI and SSI disability cases which have
n'ver been subjectcd to a medical continuing disability investigation.
The purposes of thestudy, according to SSA, are to gather infornia—
tion on changes that may be needed in the medical reexam criteria
and to determine the extent tówhich disability beneficiaries may be
erroneously on the rofls
•

The House-passed disability insurance bill, H.R. 3236, provides that
• unlessthe disability adjudicator. in the State agency makes a finding

that; the individual is under a disability which is permanent, there will
be a review of the status of disabled beneficiaries at least once every
three yers. According to the committee report, this review is not
intnded to supplaDt the existing reviews of eligibility that are already
being conducted such s the current "dairy" procedures. The finding
of whether a condition., is permanent, however, is not now a require-
ment of the claims process; consequently, there is little evidence to
indicate the degree of, change which would be brought about. by the
3year;. reexamination :requimt of the House-passed bill. The
determination tbat a condition is permanent is subject to a wide
range of interpretatioi Thus: the number of new continuing dis-
ability ivestigations that actually would be brought about by the
procedure is open to question.,

3. TflE WOmOAD O THE STATE AGENCY

Since 1970, the cost of State agency program admirnstration has
]nreased manyfo1d from $48 6 million rn that year, to an estimated
$31] million n 1979 'Fhese funds have suppoited the activities of
State agency em1Oyees who numbered only 2,600 in 1970, reached a
high of 10 3 million in 1974 (the first yeai of implemcntation of thc
Supplemental Security Income piogiam), and aie estifriated at
about 9,600 it 1979

Why this extraordinary growth? As far as costs are concerned, of
course, inflation is a facthr But theie is no question that in past euis
the State agencies ha'e also been requiied to handle a vastly paiidecl
w orkoad Reerxt statistics indicate that this gio th may Ve elinz
off In 1970, for example, theie web only about 600,0 title 11
initi'1 disabled wó'ker claims that were either allowed or dnied by
the State agencies This number climbed to about 1 million n 1q75,
declining to about 845,000 in 1978. Beginning in 1974,1he State
agencies also were required to make disability determinatibns under
the title XVI program In 1978 these &so numbeied close t 800,000,
sho*ng a decline from. ar1ier years.
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The number of reconsideration determinations made .by the State
gencies has a'so risen, over this same period of time. In 1970 there
ere only 91,000 reconsideration decisions involving disabled workers
ñder title II. This grew to 237,000 in 1977, but. also;shows a recent
Eieó1ine, to211,000 in 1978. The number of title.XVI reconsideration
4eterminations has grown steadily since the fit year of that pro-
gram, reaching a peak of about 165,000 in 1978.

These 'figures do not, of course, give the entire picture. The State
agenëiès have additional, although considerably smaller, workloads
to handle with respect to cases involving: widows and .childi'en.. In
t.he ea1y1970's there wOs also a heavywork1od of Black Lung
determinations

Statistics indicate clearly that the emphasis on handling cases that
Were coming ôñ the rolls was not matched by an emphasis on ëxamina-
tion of individuals already On the rolls. Continuing disability in-
vestigations of disabled workers, for example, actually declined be
tween 1970 and 1974, although there has been some increase since
the. 197,4 low point. lii 1970 there were 163,000 disabled worker CDI
determinations. This dropped to 123,000 in 1974, and stood at 165,000
in 1977 . .

4 PROCESSING TIMES AND THE QUALITY OP DECISIONS

Statistips would seem to indicate that as the State agencies were
confrónted with the very heavy workload increase in the first half of the
1970's, and particularly after the implementation of the 551 program,
their response was to speed up the processing of cases. There is no
question that in the minds of many administrators at both the Federal
(SSA) and State agénáy levels the priority was to be speed. Significant
backlogs wéré accumulating atvarioüs places and various stages ofthe
claims process, and it was considered important to expedite the process.
As is discussed more fully mother parts of this report, many feel that
the result was a decline in the quality of decisions which were being
thade.

For title II, mean processing time for initial applications in the State
agencies dropped from 42 days in December 1973 to 36 days in Decem-

• ber 1975. For titl XVI, mean processing time decreased from 44 days
in December 1974 to 40 days in December 1975.

• In the ôase of both programs, however, there has been a recent
•incresë State agency mean processing time. Most observers attrib-
ite tins iiicrease to a tightening up of the disability determination
process by. the State agencies in response to direct and indirect pres-
.sures from the Social Security Administration. It is perceived that
there is .a renewed emphasis, emanating from SSA to improve the
quality ofçlecisions and to lower error rates. Thus, for title II, the State

• agency mean processing time has increased from 36 days in December
1975, to 45 days in November 1 978. For title XVI, the mean processing
time increased from 40 to 57 days for those same periods of time.

(Processing time appears t.o have been consistently shorter in the
State ageipies for titl II cases than for title XVI. One explanation that
has been jvon for this is that title II cases often have more complete
and. readi'y accessible medical documentation. There is less need to
purchase, new medical examinations and await necessary medical
evidenôe.)' . .. . .



34:.

This iicretisc in roèen. periods. does. no . nienn that..the oeid e-
curity Administi ation ha tk — mph tiicd the desu ahht of peeiI
1)1 o es1ig On the contrwi , it has et (ont1nuahI striett2 p1 oeesin
gotd w.hich it uses to inc i'.uit 'tate ienc 1)efoum1nce The Loal
iii Nov. ibci•1.78ior moan piocessng .tiIlle..for title,:.iI cases.was3l
days... Using that.. mcusure•, ;on1:., foir .S.tates,net the. goal,, ath9ugh.
severai..inore vere quite .ee. Sixt,en States met the. median eessing
goalof.33 lny;' ":'.

.

: ... .. .:

1.tsimpoitnt t..rem:embei that.natiomd •wocessing figiwes hide
the vely greM. discrepancies that. exist: among the .t ates. For. exmIkIe,
in November .178.t.1 New Yoik State agem:y toQk.s..rnean)..7O..;
days to process a tifle. H. claim, while the Florida agency took.only .29
(layS... In that. sarne.rnori.tb. the Dist rict. .oLcowbia' took neatly. .$.7
days to.,process. a title.XVI case, i\ew\ork took SQ days, amI.Muine
took; 35 d:as. ., ... . .. .

jSee tables 6 amJ 7 fprSite.-by-Statc .dait. ..,.: .. .

..

TALE &—STAT;E AGENCY INITIAL TITLE II CASE PROCESSING
.TIME'NovEMBER 19.78. ..........

Pecentage,0f cases completed

Cases (Goal-36) (Goal.33) —__''
by—- -

Mean Median 30 days 60 days 90 days

Untied States 67 994 45 3 38 41 5 74 3 91 6
74 5 92 1BostOn 3 285 44 0 34

899Connecticut 768 484 38 406 712
Main'e';i..:.. .31.0 . 25 '57.5 .;:
Massachusetts :.:;, 1,580. '.43.5 ,: 36 •'4L5•
New Hmpshire. .212 . .50.4 . 35 .44,5 .

Rhode Island .
''275 42.0 36 40.9

Vermont 133 51 9 46 27 9

85.6.
.. 73.8 . •. 92.8.-

74.0 . . 89.4.
. 80.2 93.0 -

61 7 ' 83 8

TNewYork 243 626 53 269 577 799
89.0New Jersey 2,058 473 38 39.5

New York... 6,058 . 70.3. .: 62 21.1
Puerto Rico 1 117 500 46 304

71.5;
49.3 .. 73."
709 914

Philadeiphia.. ... .7.739.,... .51.4 .., 42 .. . 37.4
Delaware . .'12 534

. .45. 2.3
District of Columbia... ' 169 66.5

:: 49 " 344
Maryland 1 282 46 2 3 40 8
Pe'nnyvania'..:. ,043: '55;6 47 . . .5..
Virginka . .::. :1370' . 4 .. 37. . 42.7,,.
West,Virginia ,,. 713.. ...5.,.,.. .. 37 38.9...

64.8 '.:84.3:
59.0 ,, .80.7

.81.4
69 9 88 5

79.7.
74,7.;]c

. .91.9
.. 72.Q.;.. 89,..6

.

Atlanta 13 840 38 0 30 511
. Alabama. .'1,54O; '409 . :.. 35 437

;. ..:. .. , 3,27.: .29.4 . .24 . 67,5 ,..
Georgia. ,. .. .. ., 1.9491 . 38.1 ... 30. 50.3
Kentucky 1 284 43 3 39 47 9

1,007'' 475' 42 '37.1
North Carolina.:: .'...; 2';006 36.3 . 29'. '.: 517
Soh,'aroiina;i ,. 1.22a . '.42.2: .. .38.. .. ,44'
T.ennesee . '404 .,, 35 , .43.6..

83 2 95 8
77.0 949

. 92.5. .98.2
. 84.2 .96.5,..

78 7 94 3
70.8 92.3'

,- 85.7 97.0.
75.1 . . 9?7f5 ., 54.
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TABLE 6—STATE AGENCY INITIAL TITLE II CASE PROCESSING

TIME, NOVEMBER 1978—Continued

Percentage of cases completed
by—

Casei (OoaI.36) (GoaI.33) ———-——-—————-—-- —
Mean Medan• 30 diys 60 day5 90 days

Chicago 13,168
Uhinois 3495
Indiana 1,450

'Michigan. 3,146
Minnesota...:.. 805
Ohio 3,152
Wisconsin...;.. 1,120

44.7
437
54.6
38.5
40.4
49.9
.40.6

'39. .36.7..36 37.6
31.2

35 43.0
35 42.5

:45 .29.8.

•36' .37.6

3.7 '41.5
'-28 .54.6

29 51.9
36 . 46.9

:54 .29.6
.44:. 52.5

'.754'
77.0
66.2
81.9
79.4
68.2
80.3

.76.1
85.7
82.8
83.3
68.2
76.2

933
93.3

.86.5
'96.6
95.2
915

94.2
.974
95.8
98.1.
9.1.7'
94.4

.93.4
90.6
927
94.7
94.8

Dallas 6,505 44
Arkansas .

.. 8.38. 36.3
Louisiana. 1,275. 36.6

New Mexico 283 ... 40.4.
Ok'ahoma . 781 , .55.1
Texas ' 3,328. :46.3

Kansas City.... :.... 3,093 . 41.0'
Iowa '.700 .47.3
Kansas. . 458.. .40.8
Missouri :1558 38.2..
Neorska .377 409

Denver . 1,308 .39.6
Colorado.' . 610 . 39.7
Montana ' 181 ,. 379
North Dakota .

, .129 , 41.4
South'Dàkota....Y... '115,. 40.4
Utah.. 212 •.: 40.0..
Wyoming 61 ., 42.9

34
39

'31
.32
34

45.8 76.7
39.0. .714
48.7 75.3
48.6 79.9
42.1 749

45.2
.36. 41.7

28 , 532
35. 455.
30 50.5
29 50.8
39 .32.6

'76,8 . .93.6
'759 '. .. 92.6
84.3 96.3
72.0 : 93.2.

835• 99.0'
'751 . . 934
68.5 , 88.8

San Francisco
Arizona
.CaIjfornia
Hawaii
Nevada

Seattle
Alaska
idaho
Oregon ..
Washington

7,876
598.

'6,976..
152.
149

1,937
35

203
641

1,058

38.9.
46.4
37.9
48.8
44.3

54.4.
35.0'..
340
39.1

32
45
31
38,

39.

30
33
30
27
31

47.7 80.5 '' 96.3.
32.7 73.0 . 934
493 .. 81.4 :96.8
39.9 . 73.1 .88.5
43.9 78.5 . 94.9

50.9 80:7 95.1
47.3 73.6 91.2
.459 76.0 . 97.0
55.8 . . 84.7 97.4.
48.7, 79.3 . 93.5•,

Source Social Security Administration



• United States. ,,.. 55,435

Boston .

Connecticut.
Maine.. . :.
Massachusetts
NewHampshire
Rhode Island
Vermont... .

New•• York

New Jersey.'
New York

Philadelphia

Delaware
District of Columbia...
Maryland
Pennsylvania
Virginia
West Virginia

Atlanta

Alabama
Florida
G.eorgia .,.

Kehtucky.. '.
Mississippi.,
North Carolina
South Carolina
Tennessee -

Chicago

Illinois
Indiana
Michigan
Minnesota
Ohio
Wisconsin

See footnote at end of table, p. 37.
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TABLE 7.—STATE AGENCY INITIAL SSI CASE PROCESSING
'TIME,' ALLCASES, NOVEMBER '1978

Percentdge of cases
completed by—

Cases Mean 30 days 60 days 90 days

57.2 24.6 62.0 85.5

2,643 55.9 27.0 64.1 87.4

498 . 63.2 16.5
232 35.1 46.6

1,475 57.3 27.9
115 . 52.9 30.4
200 53.8 20.0
123 54.7 30.1

56.0
84.5
63.6
63.5
65.5
61.8

82.7
97.8

. 87.3
89.6
90.0
82.1

7,693 76.3 12.7 43 69.3

81.8
66.2

1,530 61.6 . 21.9
.6,163 80.0 10.4

55.9
36.5

5,789 '66.8 21.2 51.4

113
366

: 918
2,778
1,031

583

70.9
86.6
60.2
72.7
55.2
56.3,

19.5
7.1

25.6
19.5
25.7
24.2

76.5

72.6
60.4
83.1
70.9
86.1
86.6

50.4
26.5
58.0

61.2

12,467 52.7 30.1 72.4 92.3

1,578
2,538
1,889

49.6
45.5
49.0

29.8
32.1
31.2

68.2
77.5
72.3

90
93.8
93.3

1,127
1,093
1,618
1,110
1,514

54.7
54.4
44.3
48.2
47.6

24.6
25.4
33.6
32.5
27.5

63.0
64.9
79.0
69.5
76.2

. 89.7
89.4
94.6
90.9
93.3

8,751 56.8 21.6 .64.5 ' 87.4

2880
788

56.1
67.8

22.3
18.1

66.7.
54.4

874
76.6

1,734
365

52.7
50.3

25.8
28.2

71.5
67.4 .

92.6
90.1

2,214 59.2 18.6 57.9.. 85.0
92.1



.Dallas..
Arkansas.
.Loisiana
New Mexico
Oklahoma.
Texas

Kansas.City

Iowa
Kansas
Missouri
Nebraska

Denver

Colorado
Montana

• North Dakota
South Dakota
Utah
Wyoming

San Francisco

Arizona
California
Guam
Hawaii
Nevada

Seattle

Alaska
Idaho
Oregon
Washington
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TABLE 7.—STATE
TIMES' ALL

AGENCY.
CASES,

INITIAL
NOVEMBER

SSI CASE PROCESSING
1978—Continued

.

Percentage of cases.
completed by—

Cases Mean 30 days 60 days 90 days

6,695 52.5 28.2 64.0 88.5

• 749 .41.8 38.7 .80.0 . •95.5
. 1,873

350
47.0
52.7

32.0
26.3

73.9 .

63.4
92.7.

. 88,0
622. 66.3 .14.5 41.3 . 81.7

3,101 55.7 26.4 58.8 85.7

2,148 48.5 33.8 72.3 90.5

417 53.5 28.8 67.1 87.1
327 55.1 28.1 63.9 87.8

1,197
207

44.4
52.3

37.3
32.9

77.1
67.6

93.0
87.4

976 51.0 28.8 69.2 88.9

522 53.6 24.7 66.3 88.7
139 44.9 38.1 74.1 91.4
74 52.6 25..7 66.2 85.1
83 44.7 38.6 79.5 . 90.4

133 50.8 33.1 71.4 87.2
25 49.6 16.0 68.0 96.0

7,096 52.6 26.3 65.0 90.4

341 57.2 14.7 60.1 88.3
6,481

16
52.2
49.3

27.3
18.8

65.4
62.5

90.7
93.8

122 59.2 12.3 58.2 . 86.1
136 56.6 20.6 63.2 83.1

1,177 .56.4 28.3 66.4 87.0

34 62.2 17.6 58.8 76.5
157 47.9 29.9 70.1 93.6
388 57.6 28.6 . 66.2 84.8
598 57.5 28.3 65.9 87.3

Measures elapsed time from date of release to the DO through the date the
disability decision s posted in the 5SR. •

Source: Social Security Administration,
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Again using data for November 1978, it can be seen that nationally
about 2 percent ol title IT cases wore processed within O 4a s, 74
percent within:O .chs trnd 92 percent ithin O days.

• In addition to being criticized on the basis of processing times, State
agencies have also been facing growing riticism in recent years for
what muiy b1icve is inuclequnto quality in their decision—making.

• One of the mnjor criticisms that has been made is t.hnt there is not
uiiiormity of, decision.;!md that different Stttte agencies have been
mitking decisions using different cuteria. The issumption, thus, is
that it is easier (or more chfficult) to meet the disability definition
dpènding.on svheré you livo.

• As can be seen from the table that follows, State a'lowance rates
viy substantially.' In fiscal year 1978 initial disabled worker, allow-
tnces ranged fi om 53 1 percent in New Jersey to 22 2 pei cent in
.A1ama.



High third
State:

New Jersey
Connecticut
Minnesota
Pennsylvania
Rhode Island
Iowa
Ohio
Wisconsin
Vermont
Nebraska
Kansas
Utah
Indiana
New York
South Dakota
Maine
Delaware

High third
State:

New Jersey
Nebraska
New York
Wisconsin
Rhode Island
Kansas
Iowa
Utah
Ohio
Vermont
Massachusetts
Missouri
Pennsylvania
Colorado
M3ineSouth Dakota.:...
Connecticut

Low third
State: Rate

Alabama.
New Mexico 357
Virginia 36.6
Arkansas 36.7
Kentucky 37.4
Wyoming 37.8
Nevada . 38.6
Texas .•:. 38.6
West Virginia 41.2
Puerto Rico .41.2
New Hampshire 41.4
Mississippi 41.5
Oregon 41.5
Florida 41.7
Oklahoma 41.9
Illinois 42.1
Louisiana 42.1

Rate State:
52.9 Alabama
50.9 New Mexico
50.7 Maryland
49.6 Michigan
48.8 California
48.2 Mississippi
47.4 Louisiana
46.9 Washington
45.9 Oregon
45.8 Alaska
45.3 Arkansas.
44.6 Oklahoma
44.0 Kentucky
43.9 Hawaii
43.6 North Dakota
43.2 South Carolina
43.1 Illinois

Rate
26.2
26.3
29.9
31.8
33.5
33.5
33.6
34.0
34.7
34.8
34.9
35.2
35.8
35.9.
36.5
36.6
36.8

High third
Fiscal Year 1978

Low third
State: Rate

Alabama .. 22.2
NewMexico 22.4
Louisiana 30.6
Connecticut 32.4
Maryland 32.6
Alaska 3.7
Mississippi 34.1
Arkansas 343
Puerto Rico 35.2.
NewYork 35.3
Washington 35.3
Mhigan 35.4
California 35.4
Idaho .. 35.8
Oregon 35.8
Tennessee 36.0
New Hampshire 36.8
Wyoming 36.8.
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TABLE 8.—INITIAL DISABLED WORKER ALLOWANCES AS PER-
CENT OF INITIAL DISABLED WORKER DETERMINATIONS—
HIGH AND LOW STATES

Calendar Year 1976

Rate•
57.4
54.8
54.2
54.0
53.9
51.9
51.7
51.5
51.1
50.7
49.8
497
49.4
49.2
49.1
48.8
48.5

Calendar.year 1977
Low third

State: Rate

New Jersey 53.1
Nebraska 52.1
Ka'isas .49.0
W.sconsin 48.6
Utah 48.4
Iowa 47.9
Delaware .. 47.6
Colorado 47.5
Vermont 46.5
Ohio 46.0
South Dakota .457
Missouri 45.3
Massachusetts 44.0
Matne 43.9
North Carolina 43.6
Nevada 43.6
Montana 43.3

Source: Social Security Administràtig.n.
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In this connection, it shou'd be recalled that until 1972 the Social
Security Administration reviewed a majority of State allowances
before. they •vere .ctiiáiIy made, thus providing preadjudicative
review in most cases. As the result of pressures to reduce costs and
staff levels, as well as to meet the pressures of a growing workload, SSA
moved to a sample review procedure which involved only 5 percent.
of allowances. Moreover, these reviews have been made on a post-
adjudicative basis, that is, after the claimant has already been awarded
his disability benefit.

Faced with mounting criticism, of the decisionmaking process and
rapidly growing disability rolls, SSA has in the last few years been
tiying to strengthen its quaiity review system. The quality assur-
ance program now places the primary burden for quality of decisions
at the State agency level. Sthtes rnust review a sample of their case-
loads on an on-going basis, and the percentage of cases to be reviewed
by them is set. by the Social Security Administration. This "first-tier"
review is supplemented by Fc'deial "second-tier" and "third-tiei"
reviews which nre aimed it producing a snmple review system for
bothtitles 11 and XV1 thut will produce greater uniformity of decision-
makiig nationwide.
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As part of the quality reviev process, SSA has established a system
which it calls special postadjudicative review (SPAR) for both title
II and title XVI cases. Using a sample of cases, SPAR measures State
agency decisions on the basis of three categories of deficiencies: (1)
clear decisional error, a case in which a clear erroi, within a limited
group of review situations, exists, and, without further development,
the reviewer can say that the decision made was incontrovertibly
wrong; (2) other decisional error, a case in which a significant deci-
sional deficiency clearly supported by the evidence, exists outside the
limited review situations constituting clear decisional errors; and
(3) documentation deficiency, a case in which a deficiency in medical
documentation inhibits or prevents review of the decision.

While the new review system represents an improvement in the
review process, an argument can be made that some of the SPAR meas-
urement and review procedures used by SSA are faulty and need to be
improved and that there are important kinds of errors that may not
be recorded in the review system. One concern is that the small post.-
adjudicative sample review syst.em now in use may not result in the
high degree of uniformity of decisionmaking that should be maintained
in a national program.

The following table shows that, using the limited SPAR measure-
ment system, State agencies do, indeed, appear to vary significantly in
their ability to meet SSA-establislied error rate oals. The table pro-
vides cumulative SPAR accuracy rates for te 12-month 1)eriod
October 1977—September 1978, by rank of State for title II only.
(SSA has set 90 percent as par).



42

TABLE 9.—SOCIAL SECURITY CENTRAL OFFICE REVIEW OF

TITLE II INITIAL DISABILITY DETERMINATIONS, OCTOBER

177 TO SEPTEMBER 1978
[Cumulative SPAR accuracy rates]

Connecticut
Iowa
Alaska
Massachusetts
North Dakota

Rhode Island
Wyoming.
Nebraska
Vermont
Oregon

Washington
Montana
Florida
Idaho
South Dakota

Minnesota
Maine
Michigan
Wisconsin
New Hampshire

Hawaii
Utah
Arizona
Nevada
North Carolina

District of Columbia
Maryland
Virginia
Kansas
New Mexico

Tennessee
Missouri
Arkansas
Delaware
West Virginia

See footnotes at end of table, p.43.

Accuracy rate

95.6
95.0
94.5
94.2
94.2

94.2.
93.8
93.7
93.6
93.5

93.5
93.2
93.1
93.0
92.9

92.6
92.5
92.4
92.3
92.1

92.0
91.7
91.6
91.5
91.5

90.9
90:8
90.7
90.5
90.5

90.5
90.1

2 90.0
89.5
89.2

State Agency 1 . Returns-.-.
National . 2,997 88.5

28
3.
15
43
26

43
• 16

• 41
32
42

.37
29
42
35
39

• 45
43
68
46
58

45
51
62
43
48

33
76

• 51
59
52

48
63

9
40
58
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TABLE 9.—SOCIAL SECURITY CENTRAL OFFICE REVIEW OF
TITLE II INITIAL DISABILITY DETERMINATIONS, OCTOBER
1977 TO SEPTEMBER 1978—Continued

[Cumulative SPAR accu racy rates]

State Agency I Returns Accuracy rate

South Carolina 55 89.1
Alabama 62 89.0
Colorado 62 88.9
Puerto Rico . 96 88.1
Georgia 60 87.9

Kentucky 60 87.8
Ohio 77 87.5
Oklahoma 80 87.4
Texas 88 87.2
California 137 87.0

Mississippi 87 86.0
Illinois 79 852
New Jersey 107 85.2
Louisiana 97 85.1
Indiana 95 84.9
Pennsylvania 94 84.9
New York 162 83.1

I Ranked from high to low based on 12-month accuracy rates.
2 Accuracy par for SPAR is 90.0 percent.

Source: Social Security Administration.

There has been growing pressure on SSA to move again towar(1
iiicreased Federal review of' cilses on a preadjudicative basis.

The House-passed bill, H.R. :236, pr9vi(ies br what amounts to a
gradual return to prior practice, requiriig SSA to phase in a pread-
judicative review system for title II cases equaling 15 percent in 1980,
35 percent in 1981, and 65 percent in 1982 and years thereafter. (1-1.11.
3464, the House-passed bill relating to S1 disability, does not include
any similar review provision for SSI cases.)

Although increased Federal review may increase processing time
ts velI as require t significant lncre.ttse in Federal manpower, it
i argued that the 1)Iocedure vil improve the quality and uniformity
of decision—making and will also result in substant.ial.long—terin savings
to the trust fund. SSA estintat•e. thitt in 1984 the House provision will
add $17 million in adininistrative ost, decrease benefit payments by
$198 niillion, for a net savings of $181 million (— .06 of payroll in
long-range estimates).

In material submitted to the House Subcommittee. on Social Secu-
rity this last spring, it vts stated by SSA that it intended t.o begin a
70 percent preadjudicative review in 1981, although it also indicated
that this percentage might be modified based on experience. (In
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October 9, 1979, testimony before the Committee onFinunce., the Com-
missioner of Social Security recommended a modilication to 11.11. ;2:G
under which increased Feilera review would be pimsed-in over &t 5-
year period, reaching a 65-percent level in 1985.)

D. DISABILITY HEARINGS

1. DESCRIPTION OF THE HEARING PROCESS

If an individual is dissatisfied with the reconsidered determination
that has been made by the State agency, he may. request a heaiin.
The request. must be filed within 60 days of receipt of notice of the
reconsideration (1 etermination.

The Office of Hearings and Appeals (OHA)—formery known as the
Bureau of Henrings and Appeals—within the Social Security Adminis-
tration is responsible for holding disability hearings. Hearings are held
by an administrative law judge who is assigned by OHA to handle the
ciise. . There ale now approximately 650 AU's handling title II and
XVI cases throughout the country. The hearing is generally a claim-
ant's first face-to-face meeting with the individual who is deciding his
claint State agency decisions, as indicated earlier, are ordinarily imide
on the basis only of what is in the claimant's file. At a hearing, however,
the individual ma.y present his ow-n case in person, or he may have
someone to represent him. The procedure is nonadversariul, arid the
judge is free to take new evidence, and to call upon expert witnesses
concerning the claimant's medical condition and his vocationiI
capabilities.

The hearings held by the administrative. law ju(lges are subject to
the Administrative Procedure Act of 1946. The Social Security Act
with its provisions for hearings predates the APA. It has been argued
in the past that social security hearings shouhi be exempt from th
APA. Towever, the Supreme Court commented in the 1971 case of
Richardsort v. Perales:

'We need not decide whether the APA has general appli-
cation. to social securit.y disability claims, for the social
security administrative procedure does not vary from that
prescribed by the APA. Indeed, the hitter is modeled upon
the Social Security Act.

The staff of the House Social Security Subcommittee, in coin-
mIttee print entitled "Background Material on Social ecuritiy IIe&ii-
ings and Appeals," pub]ish(d September 17, 1975,noted:

Encoiiraed by t.he Supreme Court decision to tvoi(I taking
a position on whethei the APA applies and other Suprme
Court. decisions in recent years which have given more weight.
to administrative ramifict.ioiis of hearing requirements,
some commentators have stated that the APA should not be
applied to social security cases. These recent Supreme
Court cases are somewhftt at odds with earlier cases such as
Wovq Yanq Svnq. In that case Justice Jackson refused toac-
cord veilit to the artiment that an APA hearing would
cause the Government inconvenienc an(l added expense,
stating "of course it vill, as it will to ieai'1y every agency, to
which it is applied. But the power of the purse belongs to
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Congress which has determined that the price for gieater
fairness is not too high." Wong Yang Swag v. McGrath (1950)
339 U.S. 33.

Others, who are not so certain that their position can be
sustained on legal grounds, believe that wise public policy
may call for the exemption of the growing number of social
welfare cases from APA coverage. Opposed to this view are
those who believe APA hearing safeguards are as necessary
for adjudication of individual program right.s as they ale
for corporations affected by regulatory agency action.
(1)1). 3 and 4.)

What does APA coverage mean and how does it affect the right
to and nature of the hearing? The Social Security Subcommittee
print points out that there is a large body of case law- seeking to
answer these questions. The Supreme Court has held in a series of
CflSS that the due process clause of the Constitution protects an
individual from final denial of a substantial benefit without oppor-
tunity fm a hearing. (Flemming v. Nestor, 1960, Goldberg v. Kelly,
1960). Moreover, these cases and others have spelled out the procedural
components of the hearings which must be liresent to meet due process
requiienieiits, including adequate notice, access to evidence, ight to
cross exanunation, and right to counsel and written finding and
reasons for (leciSion. Due piocess also requires that the person who
takes evidence and makes the decision be impartial, that the trier of
fact may not be prosecutor in the same matter, and that he may not
have been involved rn the mat tei previously as an agency staff person.
These also are requirements of the APA. But the APA goes beyond
this. It is in the area of the qualification of the hearing officer and his
relationship to the agency adjudicating the claim that the APA im-
poses requirements which are unique.

Currently, an AU must have seven years of "qualifying experience,"
must consent to having confidential questionnaires sent to employers,
Sn pe1viso1s, law partne is, judges, co-counsel and opposing counsel
in cases in. which he has participated; must demonstrate writing ability
by pleparing a sample opinion, and must participate in an oral
interview by a board composed of an official of the Civil Service
Commission, a practicing attorney from the American Bar Association
and an AlA.

The APA was designed to insure the indepen(lence of the AU from
the agency in which lie operates by placing his pay, J)Ioniotion, and
tenure. utider the Civil Service Commission, rather than under the
agency whose cases lie decides.

2. HEARING ISSUES

For a number of years there have been serious complaints about
the social security hearing process, primarily becaine of its slowness.
More recently, there have also been complaints about t.he quality
of l eciSiofl—m ak i ng.

The hearings workload has increa.se(l considerably since 1970. In
that. -ea.r, oniy about. 43,000 hearing requests were received. Black
Lung cases, as well as growing social security disability cases, swelled
this number to about 104,000 by 1972. In 1977 there were about
194,000 requests, and in 1978, about 196,000. The number grew to
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nearly 207,000 in the first three quarters of fiscal year 1979. As can be
seen in the following table, the number of cases processed has increased
st.eidily. The number of cnses p(n(Iing itt. the end ol (lie year nlso gen-
cially showed increnses over the time period, until fisctt.I year 197S,
when the AU backlog of pending eases decreased significuit.ly. Data
for the first three quarters of fiscal year 1979, however, indicate thu
the number of pending cases is resuming its upward climb, ieulectinr
the upsurge in t.he number of hearing requests. (According to the Office
of Hearings and Appeals, AU productivty Ilais remained steady n
recent months, with an averaLg of 27 case dispositions per month.)

TABLE 10.—REQUESTS FOR HEARINGS—RECEIPTS, PROCESSED,
AND PENDING TOTAL CASES (END OF YEAR)

Fiscal years Receipts Processed Pending

1970 42,573 38,480 13,747
1972 103,691 61,030 63,534
1974 121,504 80,783 77,233
1975 154,962 121,026 111,169
1976(lSmo) 203,106 229,359 84,916
1977 193,657 186,822 91,751
1978 196,428 215,445 74,747
1979(toSept.1) 206,686, 193,464 87,969

Source: Social Security Administration.

Processing, time for heirings does appeal to have been improving
in recent years. In iimaterinl ubinit.ted to the Ilouse Socitl Seeuiity
Suibcornmit tee in 1ieniinus in February and Mnrch, 979, SSA stnte I:
''Within the limits of nvaihtble iesoure to aNommodate c,1irnbin
cnseloads, the Socini Security Adnuinitrnt ion hud to take vigorous
steps to reduce the backlog of pending cae nnd to shorten overulI
processing tune. 1nreisin crnphais wa.' inevitnbly place(I on AU
pioductivitv. This ernphasi his (lrnrnnticuhlv unplove(1 the timeliness -

of the hearings and nppenls 11oeess 1w: Cutting the processing time
for in appeal in half, from an verage of 36 (huvs in 975 to a current
verige of 157 duvs; reducing the avernge AU work backlog from i
high of 12.7 months in 1974 t.o,4 inonth today." (p. 241.)

The reference ibove to incrtMIse(I e.niphasis on AIAJ productivity
riises a serious issue in itself. The Burenu of J-Ienrings and AppeaLA
undertook a nuntbei of efforts to ''increaue AL.J productivity,'' intmv
of which proved to be highly controversial with the AT4Js themselves.
Such niove its ettb1isbing cuse procesin gonl and trying to influ-
ence staffing pit.t.oins in inlividual AU operations prompted chare
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by many of the •u(Iges that their independence wa being under-
mined and that such moves would or could affect adversely the quality
of their decisions.

The AU decision-rrntking process still renmins highly individualized.
The AL,Js develop and decide cases in very (lifferent ways. They differ
markedly in the way they use SUpk)ort stafi. Some ALJs write their own
(Ieciions, while some delegate this function to a heaiing ssistañt, or
others to a staff attorney. Some AL,Js p1ay a majot role in developing
cases while others rely on support staff to (10 this. Some rely heavily
on the use of rnedicnl consultative examinations, while some make
less use.of this possible source of additional evidence. AU5 also vary
in the use they make of the expertise of vocational specialists.

Production rates for ALJs t1so yary considerably, as can be seen
in the following table. About 14 percent of ALJs processed fewer
than 250 cases a year in fiscal ear. 1978; 37 percent processed more
than 350.

TABLE 11.—AU PRODUCTION RATES—FISCAL YEAR 1978'

Tota' cases processed
Number
of AU's

Percent
of AU's

Oto I00cases 2
101 to 200 cases 24
201 to 250 cases 59

399251 to 300 cases 120
301 to 350 cases 180

19.6

351 cases and above

Total ..

228 37.2

613 100.0

'Includes only those ALJ' who were on duty the entire fiscal year.
Source: Social Security Administration.

ALJs have frequently been criticized not only for their variations in
productivit, hut also for their variations in reversal rates. A person
who request.s a hearing may be assigned to what have been refelTed
to as either "easy" or "hLInging" judges. In the period January—
March 1979, 3 percent of ALJs awarded chuims to from zero to
46 percent of the disabled workers whose cases they decided, 46 percent
of ALJs al\valded claims to from 46 to 65 percent, and 21 1)ercent of
ALJs iwarded cIiims to from 65 to 100 percent. Overall, the per-
centage of hearings that. result in a reversal (an allowance of benefits)
has been increasing. In fiscal year 1969 the title II disability reversal
late was 39 f)ercent. It increased to 46 percent. in 1973, and by 1978
had aet.imally increitsed to more. than half, or 52 percent of all cases.
The SS! hearing reversal rate has increased from 42 percent in fiscal
year 1975 to 47 percent in 1978. (See tables 12, 1, find 14.)
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TABLE 12.—PROCESSING OF REQUESTS FOR HEARING:' TITLE
II DISABILITY ONLY2

Fiscal year Afffrmed Reversed Dismissed Total

1969
1970

14,524
15,898

11,035
14,668

2,389
3,179

27,948
33,745

1971 18,528 17,187 3,827 39,542
1972 21,313 20,411 4,404 46,128
1973
1974. .. ..
1975....;
1976
Transition quarter
1977
1978

24,740
25,110
27,657
34,814
11,727
38,094
39.,852

25,653
27,677
32,911
38,064
12,400
46,341

54,372

5,509
5,391
6,449
9,934
3,423

10,926
9,657

55,902
58,178
67,W7
82,812
27,550
95,361

103,881

l Includes terminations.
2 Does not include title H cases filed concurrently with title XVI.

39 percent.
52 percent.

Source: 5ocial Security Administration.

TABLE 13.—PROCESSING OF REQUESTS FOR HEARING,' TITLE
XVI DISABILITY AND BLIND

Fiscal year Affirmed Reversed Dismissed Total

19742 53 33 35 1i
1975 4,917 5,218 2,193 12,328
1976
Transition quarter
1977

13,094
3,779

14,428

14,895
3,922

16,317

5,318
1,395
5,395

33,307
9,096

36,140
1978 18,460 21,492 6,195 46,147

Includes terminations.
2 Includes title XVI cases tiled concurrently with title II.

42 percent.
'47 percent.
5ource: 5ocial security Administration.
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TABLE 14.—REQUESTS FOR HEARING,' CONCURRENT TITLE 11/
TITLE XVI DISABILITY AND BLIND

Fiscal year Affirmed Reversed Dismissed Total

1975 3,099 24,334 1,027 8,460
1976 12,623 13,820 3,997 3.0,440
Transition quarter
1977
1978

4,705
18,706
22,195

4,964
21,149

26,331

1,367
5,546
5,772

11,036
45,401
54,298

ncIudes terminations.
2 51 percent.
8 48 percent.

Source: Social Security Administration.

The cost of the hearing procedure to the individual in terms of time
and energy expended may be very great. The cost to the system is also
great, amounting to $597 for each case brought to a hearing in fiscal
year 1978. There is reason, therefore, for consi(lerin(r ways in which
this step of the adjudicatory process can be improveT.

One alternative would be eliminating the AU hearing altogether,
relying instead on a stronger decisionmaking and hearing structure
at the earlier tages of determination. The Administration, although
agreeing that the AU hearing should be maintained, has stated that
it intends to study ndininist.rative changes which will result in. a
face-to-ftce meeting between the claimant and the individual who
decides his case at the reconsiderittion 'eveL This step, it is hoped,
wifi contribute toward a lowering of the number of cases which are
appealed to the AU leveL The Administration has also indicated
that it would Uke to use Sociil Security Administration personnel
to present and defend the Government's case in a hea.ring before mn
AU. This, according to the Administration, will ensure a bet icr
developed case and permit the AU to serve in a more purely judicial
role. Critics of this approach cite its cost and the fact that if the
Government is represented, then provision should be made in all cases
for the claimant also to be provided with eal defense—with a con-
siderable increase in costs.

Tue Social Security Administration has already conducted a study
of using face-to-face interviews at the reconsideration level. The
experiment began in 1975 and was called the Reconsideration Inter-
view' Study (RI). It involved 16 State agencies and applied to about
30 percent of each State's reconsideration cases.

In an April 1977 staff report, "Current Legislative Issues in the
Social Security Disability Insurance Program," prepared by David
Koit.z who at that time was with the Office of the HEW Assistant
Secretary for Management and Budget, a number of questions are

a.Lout this approach, and the question of possible increased
costs is mentioned specifically (pp. 80—81).



Control

Diand

group Test group

• Diand
concurrent SSI concurrent

Initial 648,400 234,450 648,400 234,450
Reconsideration... 84,100 20,500 131,700 31,500
Hearing 57,200 11,500 26,200 5,300

Total 789,700 266,450 806,300271,250

Increases: DI and concurrent—•16,600 (+2 percent); SSI==4800 (+1.8
percent).

\Vit Ii b'neht lwn1ents under the DI program now ap—
pioathirig H hifln a year, if the RIS procedure were fully
11n1)Ienlented, jt would increase Di benefit costs by more than
2OO mi!liôn a year in today's dollars—more than $1 billion
(luring its first 5 years. In the SSI )rogflhm, todny's cost
would be ahOut $60 mu! ion a year.

Given the potent Ia! costs and the fact that while the RIS
prOCe(ltlle generaUy rendi a quicker decision on contsted
ctse, we ue not sure what. the effect is on the qtnLlity of the
decisions t1itt are made, it seems questionable that full imple-
mentation of the procedure would be a desirable next step.
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The report states
While on the surface,, it may appear that the RIS pro-

cedure is n (lesirnble improvement in hundling contested
(Iecsions, it. hits some quctioiiable features. The idea is to
hnve the a.geny mnke the reversal where it can so that.
the ease does not huve to go to n formal heaiing. Whnt we
wind up with is better documenttLtion of the case, but it is
not clear us to vhether or not we get a better decision. The
disibility exmineP has been tQlil to reverse the initial denial
where he ca.n—nnd if he ctnnot do it based on the .docu-
merited evidence he hns bee,n giren and telephone contacts
he hIs mitdc with the clnimint, he is to bring the claimant in
for a face-to-fftce discussion. The effect. of the face-to-face.
interview is uncertnin. Is the disability eximiner really
getting a better picture of (he clnimnnt's condition, or does
he simply become more symputhetic with the e1nimtnt? is he
possibly intimidated by the confrontation? We (10 not know
the nnswers.

What we (10 knOw, however, i tluit the Els proce(lure
results in a reuter number of dlownnces—it costs more
money. The study in(liCll ted that the. overnll nllowance rate
for the test group vs 2 percent hiher than the control g)
(in which nornuil re(onsideratiofl 1wocedures were used)
'l'he. following. thble shows vhit. this means at ench pe1lnte
level:

DIAND SSI ALLOWANCES

• [Projected on fiscal year 1977 workloads]
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Responding to criticisms of the slowness of decisionmaking at this
stage as well as at. other stages of the process, and a growing number
of Federal Court decisions mandating that an administrative decision
be rendered within a specific time frame (frequently within a 90 day
period) the House-passed bill includes a provision which requires the
CCi'et:aiy to submit to the Congress a report recommending the estab-
lishment of time limits on decisions on benefit claims. This report is to
specifically recommend the maximum periods of time within which all
a(lmnustrative decisions should be made, taking into consideration
both the need for expeditic.us processing of claims and the need for
thorough consideration and accurate determinations of such claims.
The report must (leal with hearing decisions, as well as with initial,
reconsideration and appeals council decisions.

There have also been other changes and recommendations for
changes in the system. For example, it is suggested that a strong

review system, and stronger training programs, could produce
substantial improvements.

One study of the system, (rfhe Social Security Administration
Hearing System," prepared by the Center for Administrative Justice.,
October 1977, observes:

Our general conclusion ... is that the more (iramutic pro-
posals for reform of the system are inadvisable, either because
they are not directed at real problems, because they would he
on balance dysfunctional or because their effects are un-
known. While the problems that have been identified by
others (10 in various (Ierrees infect the BRA system, we do

•
not find the . problems to be so overwhelming that an en-
tirely new system is required. I\'loreover, we are convinced
that significant. reforms of which we suggest a substantial
number, must be very carefully analyzed before they are
implemeflte(l. There are very few reforms that will improve all
dimensions of the iro at. once. Every change requires a
tradeoff among relevant. vain es.

(Reprinted in "Disability Adjudication Structure," Committee
Print of the house Subcommittee on Social Security, January 29,
197S, see p. 47.)

E. ROE OF THE Ai1'EALs COUNCIL AND THE DIsTRIcT CounT

1. APPEALS COUNCIL

If an jfl(ljvidlial is still (lissatisfied with the. disposition of his case
alter a hearing before or dismissal by an administrative law judge,
lie may request a review ol his case by the Appeals Council of the
)fflce. of 1Jeariiigs an(l Appeals. As with the request for a hearing,
he re.qt1e. for a review by the Appeals Council must be made within
1i0 days of receipt of notice of the hearing determination.

The Apjea1s Council has fourteen members who handle cases ac-
cording to their assigned geographic areas ol the country .As are the
.eviews before the ad minist.rut.ive law judge at the hearing level stage,
ilie Appeals Council review is ''de novo'', vhereunder any new cvi—
dence, not previously presented by the caimant, may be submitted
for consideration along with the existing file. For the most part, t.hese
reviews are a "paper review" of the case, and thus (10 not involve a
lace-to-face presentttion of the facts as is done at the hearing stage.
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The existence of the Appeals Council is based on the fofloving sec-
tion of the Social Security Acts which states:

See. 221—
(c) The Secretitty may on his own motion review a (Icier-

minatioit, nu1(.1e by a. Sttte agency piiisutmt to ui urieeinent
under this section7 that an in(lividual is under a (1iSQhi1it. (
defined in section 216(i) or 223(d)) and, as a result of Such ic-
view, nav (letermine that such individual is not under a
disability (as so defined) or th.t such disability began on a
(lay later than that determined by such agency, or that such
disibilitv ceased On a day earlier than that determined by
such agency..

In the reguhitions, the function of the Appea's Council is further
described as a review of the determination made at the hearing stage,
either "on its [the Appeals Council] ovn motion or on request for re-
view'', \There:

• (1) There appears to be an abuse of (hscretion by the presid-
ing officer; (2) There is an error of law'; (3) The presiding
officer's fttion, findings, or conclusions are not supporte.1 by
subs1antia evidence; or (4) There is a broad policy or proce—
(lural issue which may affect the general public interest. * * *

\Vheie fle\V and material evidence is submitted with the re-
quest for review', the entire record vi1I be evaluated and
review viU be granted where the Appeals Council finds that
the presiding oflicer's ction, findings, or conclusion is con-
trary to the weight of the evidence currently of record. (2F11
§ 404.947(a).

Presently, the cases reviewed by the Appeals Council are pie-
dominantly oiis in w-hmh the claimnnt is see.kin a reveiil. The
"own motion" t'eview process that had tra(1itiona1 been a major
function of the Council, whereby cases not brought to the Council
by a claimant were also subject to review, \V5 for the most part
abandoned in 975 because of the pressuie of a mounting caseloal
within the Burenu.

At the time this decision to down-grade own motion review was
made, consid'iable coneern was expressed over the effect tius change
might, have on the quality of the (Eecisionma.king process. TIis con-
cern remains today. At the present time theme is a qu1ity contio
system in effect for administrative law judg's. However, it is regarded
by many s not suflIcientlv effective to assure unifoi'in quality of
d'cisions at the AU level, or to serve as a reliable mcclianiin to
correct errors. As noted earlier, the AU operation i a highly iu(l('
pendent one, and the wide variatice in reversnl rates would tend to
suppoi't. t)ii ioiiclusion that greater review of this step in the J)ioC(SS
mv be n(p(led.

'.t'he staff of the House Sociul Security Subcommittee commented ii
its . "Survey and Issue, Paper on the social Security Administrative
Law Jtidgc,'' printed in 1975 that ''The stuff is n1() coiiceriied with,
the failure, of the Appeals Council to review ALJ' and heaiiii
examiner allowances of Licriefits fur possible errol' even thouh it
realizes that recent actions in effectuating uiireviewed decisions
been done with the idea of reducing processing time. . . . The staff
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believes that the review of hearing officers decisions should be greatly
expanded. . .

In concert with this recommendation, the Center for Administrative
Justice concluded from its review (referred to earlier) that the own
motion process should be reinstituted. In its report the Center states:

* * increased own-motion review of grants involves
costs in the form of delay and uncertainty, even for claimants
who are ultimately awarded benefits. Nevertheless, our
conclusion is that these costs are worLh bearing, at least in•
cases identified as likely to be error-prone. Moreover, if a
class of eases in which benefits are granted by the AU can
be identified as likely to have an unusually high incidence of
errors, then the costs of own-motion review to the class of
claimants who are subjected to delay and then granted
benefits will be relatively modest because the class wifl be
small.

A remand or reversal in an appealed case is also a clearly
acceptable form of supervisory control over the AU (al-
though some AU5 reject even this position). Memoranda or
conferences with particular ALJs whose cases reveLl problems
may, however, be viewed as attempts to undermine the inde-
pendence of the AU cor)s (pp. 119—120).

In his testimony before the Subcommittee on Social Security of the
Committee on Ways and Means on March 9, 1979, Commissioner Ross
announced that the Agency intended to establish a new Appeals Board
which would ellcornpuss the own motion review function. He stated:

We will establish an SS1 Review Board to review appeals
by claimants, as the present Appea's Council (locs, tLncl to
review AU allowances on its own motion. It will ensure fair
and cousiteiit treatment for all claimants.

This new appeals body 1is not been formally announced in the
Federa' Register and the restoration of own motion review has not
yet been put into effect,

With respect to own motion review, th Administration in its draft
diabi1ity bill this yen.r a1o pr iosd exrn.hng the leiM1ative ftuthor—
ity of the Scrt,ury to review t nia1 as well as a11owanco.

In rnt yours 1.h Appeit1 Council. hn adopted tho prttctic that
if additioital evithnce is required. in a ettse, the Council will rcmftnd the
case o th AU for receipt of tdditiona1 evidence and rehearing. There
ha he'm. growing conSensus that it is desirable to remand cases back
to the ALJs w1wr the taking of additional evi(Ienco is required. In
1975 SociAl Security Commissioner James B. Cftrdwell testified at a
Ways and I\.Ieans Subcommittee hearing that SSA was considering
"closing the record and having any Appeals Council review limited to
the record established at. the hearing; where the record was inadequate,
the case would be remanded to the presiding officer."

'rue Administration's bill this year incorporated the proposal for
closing the record at the AU level, thus eliminating the 'fourth (le novo
review at 'the Appeals Council level. The House bill also includes thisprovision'
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2. FEDERAL COURT

Review of a case by the Appeals Council of t1ie Office of Hearings
and Ajpeals is the final recourse a claimant has within the administra-
tive review process of the Socid Security Administration if he is
lissatished with the disposition of his ease. however, in(leasinily
ieversl of the Agency's final decision is being pursued in a U.s.
district court.

The number of appeals filed with Federal district courts ha.s grown
dramatically in the last decade. As is the situation of the workload ol
the Office of Hearings and Appetls, the vist mnjority of the court
ses involve disability. Between 1955 and 1970, the number of
disability appeals filed with Federal district courts totaled slihth'
under 10,000 cases for the entIre period. Currently, there are appioxi—
inately 15,000 DI and SSI-disability cases pending in the Fedeid
court system. The following table shows the growth in the court case
workload since 1970.

Court filings—
Fiscal year: All SSA programs

1970 1,531
1975 5,052
1976 9,158
1977 9,114
1978 8,349

Excludes cases currently remanded back to SSA by the courts. Approximately
5% of the cases are not related to disability. While filings appear to have declined
in 1978, the number of cases pending continues to rise in 1979.

The volume of these. casesin the courts and the continued growth
of the backlog of cises pending hnve prompted proposals for establish-
ment of a Disability Court its well ns other projoiiis which would
constrict the existing role of the Federal eoiiits. Ii ormer ( hnirinan of
the Subcomrnitt.ee on Social Security of the Ways and MeRns (2oni-
tnittee, James Burke, proposcd est nhlishnwnt of a Disability Court.
thit would 1airely follow the pattern of the 'I'x Court. in strncture.
Others, however, would thidiess the ever—increasing n tivity of the
courts by further restricting the court's 1unct.ion.

The stiit.utory base iiiuleipiiuung the SCO of judicial revic\v of
de.terminntiois made by the Agency is found in section 205(g) of the
Social Security Act:

The Court shill luive power to enter, upon the j)1e.lding:;,
anti I rLnscript of the record, a j tidgrnent affirming, modify-
ing, or rovrsing the decision of t lie Secret arv, with or with—
out rernan(liug the ciuse. for a hearing. The findings of the
Secretary as to any fact, if supported by svbstanIial evidence,
shall be conclusive, * * * (emphasis supplied)

In theory, the "substantial evidence rule" imposed on the courts
contrasts the review at that level with those, conducted within the
aAlministrative I)rocess of the Social Security Administiation ill \vhi(h
cases are 1evie\ve(l "de. novo." Complaints have 'ong been made by the
Social Security Adrninisration ami others that the courts have lie—
quently by-passed the. substantial evidence rule by substituting their
judgment ol the facts for those of Agency a(ljudicators. In 1960, the
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}Iarrison Sllbcommitteè of the W.ys and.Mean Comñittee reviewed
I his cornplarnt and took the lollow ing position in its i epoi t

'11 he jui isd 1( t loll of a ow t to i evie t detei rnination ol
the Seeietai is 1uniied toa reviev 01 the iecOv(l ma(le before
the secret i v. It. is not a trial de novo but is limited to a con—
siderat ion. of the p1e.(lrngs and the t Iu.nScIi.pt, of the proceed—
ing al. the heaiing. Tlie;cotirt. has no power to 1101(1 a heaiing
and (leternuile the merits of the dairn bekalise the statute
makes it that tIle, (Ielerminatjon of claims is solely a
funet.ion of t lie Secret ary.

And as•reently 977 thereport of the (ent'er for Adniinistint i.ve
.lustice raised concerns about the role. of the Fedeiul court, St ating
that inits review t lie (1enti could:

find lit tIc, ii an , oritt ibution to fl( (UI 'ic 9n(l onistency
I Nul ting fi om 1udt( ial eview I ud in Ill) impoced i equn e—
ments hive cdt univ a(ld(d to the adrnirsti lti\e o,ts ol
the sstem. Nevertheless, ve aip dissuaded Tióth a ieoEti—
men(In.tion of out iight abolition 0! jlRIlcitl.l ieviev )ecause of
the cont ribtition that review makes to t lie political legitima-
tion of the system (p. XXIV).

Short of abolishing j l1 liial review, pIOpo ll hnvo einettred to flirt her
restrict the role of the courts. The Admini$iations bill pi'ooses,
as part. of its oveIlll sets of' ieIoirn tO t lie a imiiist rat ive I)JO(e br
disability, to limit ju(li(ial 1eviev in (lisability cases to ql1estion 0!
(OiDt itlitioilfllitV and st ntutory mleIpiet a(ion. ( 'onniionei Ross
in his testimony oii '\ ! n.r(li 9, 1979 be!ore th, ul)Oinmit .ee on o(inl
ecl1rity of the. Ways tlfl(l M(1lns ( 'omniit tee St atet i

H decisions ilFC the 1)io(lt of the lIekl adudicatoiy
j)I0CeSS I have (leSCi.ih)e(l, (lain1nts will be flde(IlliltClV J)1o—
tecte&l by being able to take quest ions of la' to the eouit.
Iii a system )Io(lucing lluudIe(Is of tIloilsunds ot decisions L
year, it iS eeiitial to plnve rsponsibiiity for ac(urate fa.ctllnl
(leteJrninfl t ions it t lie ndminist tative level. This change will
also liive I lie desiiible side effect of subst niitiallv iedu(ing il
maJOr I)lLidefl on t lie Federal (:0U1tS—CU1re.iiI ft a))IoncIung
10,000 new ()ASDI ind I CUS(S U yeii, vith u bncklog of
ap1Ioxirnately 14,500 disi.bility—iclated claims.

hi t(LdJtiOii to concern about the rovth of tile courts' vorkhoud
flfld l(lheI1Ce to the Sltht nnthl evidence, rule, COflCClfl hi been
exl)resse(l bout t lie Secretury's nutliontv, on own niot ion, 10
reinnud a te. bark to in AL.J priot to filmg his msver iii fl court
ense.

Some cr\t ic, ineludin the Hriison subcommittee in 1960, hnve
sugg(ste(l t lint such lbsoll1t e (I s(ieI iou gave t lie eciet ury I)otentuil
nuthonty .t. re.iiiund cuse bnck so tinit. they (Oul(l be strengthened
to SliStuifl C0111t ScPllt my. Others hnvo sltggeted t)iit such n device
nisO mny lin -e the teunloncy to lend to laxity in n ppe.als coluncil review
in that. it.w.ill give I hem nnol llvr look it t1e cue if the clnimtint
decides logo to court.

Siniihiuly, nulder exstint 1tw the court itself, on its own motion or
on motion of the elainuint, has discretionry uithority "for good
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cause" to remand the case back to the AU. It would appear that,
although many of these. cou it remands are justified, some remands are
undertaken because the judge disagrees with the outcome of the case
even though he would have to sustain it under the "substantiitl
e.videice rule." Moreover, the number of these court rernands seems
to be increasing.

The House-piissed bill, H.R. 3236, would eliminate the provision
in present law which requires that cases which have been appealed to
the (listrict court be reumnded by the court to the Secretary upon
motion by the Secretary. Instead, remand requested by the Secretary
would be discretionary with the court, and only on motions of the
Secretary where "good ciuse" wns shown. The bill would continue
the provision of present htw which gives the court discretionary
authority to remand cse.s to the Secretary, but adds the recjuiireiitent
that reniancl for the purpose of taking new evidence be hintited to
cases in which there is showing that there is new evidence which is
inateiiit and that there wts good (tuse for failure to incorporate
it into the record in a pilot' )rocee(11ng.



IV. The Disability Benefit Formulas

Although the disability insurance program and the supplemental
security.income program share common definitions of disabihty and a
common administrative structure, they utilize completely different
methods of determining the amount of benefits payable. The dis-
ability insurance program is intended to be a wage-replaqement
system, and the benefit level for each individual is determined by
applying a formula to the wages that he earned which were subject to
social security taxes. The amount and source of other income avail-
able after disability is irrelevant to the determination of benefit
amounts. (Earned income, however, may be re'evant to the question of
whether the individual continies to be disabled Also, income in the
form of workmen's compensation may cause a. benefit reduction under
a pecial provision intended to prevent duplication of benets.)

F1 he supplemental security income proram provides benefits on an
income guarantee basis under which tTie benefit payment is cle-
termined by subtracting the individual's other income from an income
support amount which is established for all individuals in the same
category. In practice, however, there are many different income
support levels because of provisions for not counting certain types
and amounts of income and differentia rules for single individuals
and couples and for different categories of recipients. These (hie1ences
cxist to some extent under the basic FeleraI pgnin but to n even
greater extent ale present in the State supplementary programs.

A. SUPPLEMENTAL SECURITY INCOME

As of July 1979, the 5Sf program provides a bnsic Federal income
support level of $20S.20 per month for a ing1e individutti and $3i2.3O
per month, for a coupl fh tu th Fedcral bonfit nmountM which
would b pytb1 i.o n individutil or couI)le receiving SSI if that
mdividunl (or coup1) hftd no oth income. In rnttny Sttths, some-
whathigher OtLI amountM tu payable becLtuo of tho addition of a
supplerncntnry pnymôn in an amount determined trnd financed by
the State. States niny (and many do).set varying supp1menth1 levels
for SSI recipients according to category (agea, blind disab1od) living
arrngemonts (indepondent, boarding home, etc.) oogrphic area.
'rue income support hvels ts of October 1, 1979 for mdividuals and
couples in indcpendent living arrangements are shown in table 1
which appears earlier in this document.

When tho SSI progrntn cnnctod in 1972, the. basic Federal
income StlJ)pOrt 1@vcls cuo sot at, 8130 per month for a single individ-
ual nnd $195 for a cOu1)le, Subsequent lti1ation inerànsed these
tmounts and provided for nutothatie incieases tied to the Consumer
Ptiec Index un(Ier the snnte formula its npplies to socini security
bonefits. ('J'he mcorne suport lovdls ate ruised eich. July by tho
percentage incruso of the (P1 for the Januu.ry—Mirh qwutcr of the
year in question over the CP1 for the January—March quarter of, the
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preceeding year.) States are required to make corresponding increses
in the State income support levels. However, since this requirement
could result in an increase in State costs because of caseload growth
associated with the higher levels, States are considered to be in com-
pliance if they continue the aggregate level of State spending which
was in effect prior to t.he increase in Federal benefits.

The income support level applicable to a given individual repre-
snts the payment which would be made to him if he had no ot.her
income. If the individUal does have ot.her income, the payment is
ieduced but not on a strict dollar-for-dollar basis. The first $20 per
month of other income is simply not counted. Other income causes a
dollar-fordolIru' reduction if it is unearned income (such as social
secuiity or veterans compensation or rental income). Other income
which results from the recipients employment or self-employment
("earned income') is counted ns follows: The first $65 per month of
such income is not counted at all. Benefits are then reduced by 50
percent of earnings above the $20 and $65 flat "disregard" amounts.

The following example illustrates how the actual benefit is de-
termined.
Federal income suppoit leveL $208. 20
State upp1erne.ntaiy acIditiot ' 50. 00

Amount payable to individual with no other income 258. 20

Ot hei income:
Soei8I sduiity_ 150.00
Earnings 100.00

Gtossot.heiincome 250.00

Disr(gards:
$20 of any income 20.00
$G5 mned income — 65.00
50 percent of eaining ai.)ove S63 17. 30

Tott1 iot counted 102. 50
Total 'countnhIe income 147. 50

Actual benefit payahh? 110. 70
I flxpottn'tlcnl iiinonnt netuni Stute supplements vary widely from State to 5tflte.

In the exarnpe above, the SSI program in effect supI)ol't.s the income
of the. pnrt icular mdivi(lual deserthed at a level of $360.70 as compared
with the 25S.2O income support heve for an in(hvi(l11a with no other
in(onle. Even higher levels :ire 1)osshle up to the "bre.ake.ven" point
which is the amount of income at which the beiiefit level is reduced
eNaetlv to zero. Bieikeven points vary from individuai to hidividual
because F the differences which exist in the basic incone support
levels alI(l because the re(luct ions from the basic income support level
vary according to the paitimlar combination of earned and inearnel
ifl(OflW. In th' (8se ol n m I v(lua.l who would he eligible fr $258.20
if he had no otIwr income (as in tiie'exnmple above) thébreakeven
point (if all income. was "earned!' ncorne) would be $6O1.4O or about
7,2() p'r

These provisions ioi (letc'rmjnmg benefit amount and cdiint.ing. or
not counting other income ate common to all three categOries of SSI
recil)Ients aged, blmd and disabled. Since eligibility ioi SSI dis-
ability leqinles a suthcicntly sevcre disability to n(1idnte inability to
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A1thouh the same general rules apply thdtermping benefits for
disabled individuals and theii.dependent.s as to determining benefits
for retired workers and' their dependents, the application of thee rules.
leads to somewhat different results. In general, benefit levels are apt
to. be higher for disabled workers because of the smaller number of
yeats over which earnings must be averaged. This is particularly true
for younger disabled workers for whom as. few as two years. may be
used rn determining the averne earnings to which the benefit formula
will be applied. For example, in the case of a worker who is disabled
at age 29, the number. of years used to determine his benefit is equrd
to the 7 years betsreen the year rn which he reached age 21 and the
yenr rn whieh he became disabled less the 5 drop-out years. His benefi:t
is based on his earnmgs m those two years in which he had his highest
earnings.' ..

Because earnings levels in the economy tend to increase from, year
to year,' the advantage to the younger disnb1d worker of having his
earn igs averaged over a very few high years is magnified since the
older worker is forced to include years when earnings levels were lower.
Prior to the 1977 amendments, this problem was particularly severe
smce earnings were averaged at their actual values. The 1977 aniend—
.ments lessened but did not eliminate this advantage by prOiding for
the indexing . of earnings to compensate for the mpart of changing
wage levels in the eonOmy. Younger workers continue to have a sub-
tantial advantage both because statutory increases in the amount of
annual earnings subject to social security have been much greater in
recent .rears than in eo.rlier tears and because individual wRg 1)Rt-
terns differ widely from average wage patterns. As. a. result, an intli-
vklual whose benefits are based on the average of his earnings over
his two, three, or four highest years of earniigs is likely to hftve a
significantly higher benefit than an older worker who must average
his highest ten or twenty or more years of earnings.

Tle benefits payable to disabled workers cover a broad ninge
from a minimum of $122 monthly to a maximum (for a worker who
beaie disabled in 1978) of about $730. The average benefit for all
disb1ed workers in June 1979 was $320 •per month. rFhe average
total family payment for• disabled workers with dependents was
$639 per month. ' .

The benefit amounts payable under the social security disnbilitv
insurance program have increased very greatly over the past tte(ade.
In part, these, icreases simply reflect the percentage ireases in
social secunh benefit levels iesulting from lerslation and fiom the
automatic cost-of-living increase provisions instituted b,,the 1972
amendments, Wage growth in the economy also cont.ribites to in-
creased benefits since social security benefit amounts are dete.rmncd
by applyiri the benefit formula to an individual's nvéãge \vage
under sociar security. As indicated above, the impact of ve rovth
over the past several years has tended to be reflected in disabitity
benefit increases more than in retirement benefit increass.The rate
of growth in lisabilit.y benefits as compared to retii'ernët benefits
is shown in the table belOw,
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While it is possible to draw a general conclusion that increased bene-
fit levels appear to have contributed to the rapid rovth of the
program, there is no simple ru'e of thumb for determining the opti-
mum benefit level which balances the desire for reasonable adequacy
against the desire to maintain a reasonable incentive for continued
employment or rehabilitation. Examination of this problem, however,
has resulted in considerable analysis of the relationship between the
initial benefit level and prior earnings on the theory that benefits
shoulil not replace so large a percentage of predisability earnings as
to make the receipt of benefits from a financial standpoint nearly as
desirable as, or even more desirable than the continuation of employ-
ment. Again there is no sure rule as to what level of benefits mark
the dividing line above which the receipt. of benet.s becomes more
attractive financially than continued employment. Clearly, this Tine
falls somewhere below a level of 100 percent of prior earnings. How-
ever, the judgment of just how far below is complicated by several
factors. Disability benefits are tax-free and are also free of various
other costs an individual would probably incur in working. The avail-
ability of medicare for those who have been on the (usability roBs for
at least two years is also a factor in weighing the re'ative advantages
of working or not working.

Another problem is the (letermination of an appropriate base
against which to measure the concept of predisability earnings.
The simp'est and most frequently used base is the average indexed
earnings on which benefits iire based (a period of earning consisting
of from 2 years for the youngest (lisabled workers to 23 years for the
oldest disabled workers).

However, other periods of earnings are sometimes used, such as the
5 or 10 year period immediately preceding the year in which the
distibling condition occurred or, as another illustration, the highest 3
or highest 5 years of earnings within un earnings record. 'rim choice
of the period of earnings to be used to determine how much of an
individuaPs previous earnings are rep'aced by disability benefits is
significant because different indicators of earnings rep'acement will
result from using different approaches of measuring predisability
earnings.

The following table, which is basedon a sample of approximately
10,000 DI awards made in 1976, shows the replacement rates resulting
from t.hose awards under two illustrative approaches of .easuring
rephicement rates. The first approach encompasses theperiod of
earnings used to compute average indexed monthly earnings (AIME)
as the base to which benefits are compared. The second npproach uses
the highest-five years of indexed earnings during the 10-.yer period
immediatey preceding the onset of the disabling condition.



63

TABLE 16.—DI REPLACEMENT RATES COMPUTED FROM 2 DIF•
FERENT MEASURES OF PREDISABILITY EARNINGS

A
Replacement rates 2

(1979 PIA) levels

wards at each level of earnings replacement

Using high 5 years
of indexed earnings

in 'ast 10
Using AIME

Number Percent
of of

cases total

Number
of

cases

Percent
of

total

Under 30 percent
30 to 39 percent
40 to 49 percent
50to59percent
60to69percent
70to79percent
80to89 percent
90to99percent
lOOpercentandover

Total sample

Average replacement
rate (percent)

0 0
79 1

3,669 38
1,456 15

947 10
1215 13
1,477 15

181 2
561 6

268
2,930
2,168
1,184
1,353

771
526
148
237

3
31
23
12
14
8
5
2
2

9,585 100 9,585 100

58 49

These awards include both individual and family benefits where applicable.
The actual awards were made before a 'decoupled" system was put into effect.
However, the awards were recomputed for sample purposes as if a decoupled
system existed to give some sense of the longer.range direction of D replacement
rates.

2 Represents replacement of gross earnings.

As table 16 shows, the venie replcernent rate of the vnrds in
the sample is higher when the. longer period of eunings, AL\IE, is used.
irnilarly, the percentage of Wfl(lS with relatively high replacement
rates is gimiler when A1\IE is used.

\ofletheIc, 1)0(11 1)1)tO(h('S tonleLsnring replacement—i.c., either
bug or re(enl periods of n woiket's ennings hist ory—shov I hat
there re a sul)stantial munI)ei of DI awards which by themselves
result in repla(ement rides in excess of pretlisability earnings. Using
80 percent of gioss predisability earnings is a proxy for piedisability
disposiLbie eiu'nings, npproximately 2$ percent ol the awards in the
siLniple were above t•lmt• level using A1\IE as the base period for
measurement, nd approximately 10 percent of the awards in the
siimple were above that level using the high-5 years of indexed earnings
during the 1O-yer period prior to the onset of disability as the base
pei'iod for measurement. Approximately two-thirds of these, cases in-
volved the 1)ayment of dependents benefits in iiddition to those of
the worker.

The following tblcs show- the Prevalence of high replacement rates;
using as a measure of that situation, tile payment of benefits repre-
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sentirg replacement of 80 percent of AIME or of the high-5 years of
indexed earnings in the 10-year period immediate'y prior to onset foi
DI awards to (1) individuals alone (disablet workers without ftimilies)
and to (2) disabled workers with eligible dependents:

TABLE 17.—PERCENTAGE DISTRIBUTION OF AWARDS TO DIS-
ABLED WORKERS WITHOUT DEPENDENTS WHICH RESULT
IN REPLACEMENT RATES OF 80 PERCENT OR MORE, BY
PIA LEVEL'

[In percent]

Using as base period for

Primary insurance amount (1979 levels) AIME
I-1igh5 years in

'ast. 10

Minimum PIA; 39 44
$122to$150 17 10
$l5Oto$200 44 23

$200to$250 0 12

$250 to $300 0 5

$300 to'$350 0 5

Total 100 2 100

TABLE 18.—PERCENTAGE DISTRIBUTION OF AWARDS TO DIS-
ABLED WORKERS WITH DEPENDENTS WHICH RESULT IN
REPLACEMENT RATES OF 80 PERCENT OR MORE, BY PIA
LEVEL'

[In percent]

Primary insurance amount (1979 levels)

Us ing as base period for
measurement—

High-5 years in
AIME last 10

Minimum PIA 3 4
$122to$150
$lSOto$200

2 3
16, 18

$200 to $250 20 19
$250 to $300 23 24
$300to $350
$350to$400

Total

23 24
12 .8

100 100

'Represents replacement of gross earnings.
2 Column does not add due to rounding.
Note: The PtA should not be confused with the actual monthly benefit amount

received by the worker and his family. In many instances, the actual monthly bene-
fit amount is substantially higher. It is used here simp'y to show the incidence of
high replacement rates within the relative sca'e of benefits.



65

As the preceding two tables show, high replacement rates for
workers with no dependents tend to exist at the lower (and more
heavily weighted), end of the benefits spectrum. For workers with
dependents, the incidence of high replacement rates is more evenly
spread among all benefit classes.

The SSA sample also shpws that DI awards made to younger workers
tend to result in higher replacement rates than those of older disabled
workers, which reflects the effect of the shorter averaging period used
to determine the younger workers' benefits. The following tables show
the distribution of replacement rates by the ages of the disabled
workers in the sample.



TABLE 19.—DISTRIBUTION OF DI REPLACEMENT RATES BY AGE GROUP OF DISABLED WORKERS

Note: 9,585 cases in sample, including workers both with and
without dependents.

Total
Replacement rate brackets using high-5 years of earnings

for measurement'(percent)
in last 10 as bàseperiod .

Average

Number Under 30 to 40 to 50 to 60 to 70 to 80 to
.

90 to 100 and
replace-

ment rate
of cases Percent 30 39 49 59 69 79 89 99 over (percent).

Age at onset:
Under 20.... 64 100 0 0 3 20 11 14 23 6

'

22 72
20 to 24 574 100 0 2 23 21 17 10 15 2 9 60
25 to 29 698 100 0 4 31 19 12 9 19 2 4 59
30to34 652 100 0 16 25 11 14 21 11 1 1 57
35to39 714 100 0 17 16 9 25 19 8 3 3 59
40 to 44 889 100 2 24 19 12 24 10 5 .2 1 3 54
45 to 49 1,232 100 5 30 20 13 18 6 3 2 2 49
50to54
55 to 59
60to64

1,699
1,965
1,098

100
100
100

4
4
5

37
44
53

23
25
22

12 13 5
10 9 4
11 6 2

2
2
1

1

1

1

2
1

1

47
44
41

Total 9,585 . 49

'Based on 1979 P1A levels.

C)
C)



Total Replacement rate brackets u sing AIM E as base period for measure ment I (percent) Average re-
placement

rateNumber Under 30 to 40 to 50 to 60 to 70 to 80 to 90 to 100 and
of cases Percent 30 39 49 59 69 79 89 99 over (percent)

Age at onset:
Under 20... . 64 100 0 0 3 20 10 14 23 6 22 72
20 to 24 574 100 0 2 23 21 17 10 15 2 9 60
25to29 698 100 0 4 31 19 12 9 19 2 4 59
30 to 34 652 100 0 4 26 13 11 13 26 3 4 63
35to39 714 100 0 1 22 10 9 17 28 4 9 68
40 to 44 889 100 0 0 24 14 8 19 24 3 8 66
45 to 49
50to54
55 to 59
60 to 64

1,232
1,699
1,965
1,098

100
100
100
100

0
0
0
0

0
0
0
0

31
40
52
64

15
16
16
12

9
9
9
9

17
14
10
6

18
13
8
5

3
2
.1

1

8
6
4
2

62
57
52
49

Total 9,565 58

eased on 1979 P1A levels, Note: 9,585 cases in sample, Including workers both with and
without dependents.
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While it is difficult to measure the aggregate effect hih earnins
replacement has had in either attracting disabled voikeis who aie still
engaged in employment to al)ply for Dl benefits, or in (iisrouraging DI
beneficiaries vith the potential to return to productive employment
from attempting to do so, the peicentage of awards in the sulml)le here
earnings replacement is high is of significant enough conceiii if oiilv
brought UI) vithin the context of vhether or not a program which has
as its principal purpose the replacement of lost earnings should ever
provide benefits which completely supplant predisability earnings.

In his report to the Committee on Ways and Means in 1976,
John Miller, a consulting actuary to the committee, stated that:

disability income dollars are, in general, much rnoie valuable
and have much more purchasing power than earned dollars.
The DI benefits are fully tax exempt, as are insured benefits
except for employer provided benefits in excess of $100 per
week. For a worker vith a spouse and a child, paying an
average State income tax, 50 percent of salary in the form of
disability benefits may velI equal 65 percent or more ol gross
earnings after tax. in addition, the disabled individual is
Felieve(l of many expenses incidentnl to employment such as
travel, lunches, special clothing, union or pio1essioial dues
and the like.

It is a cause for deep concern that gloss ratios of 0.600 or
more ap)ly to Dli young childless workers at median or lower
salaries and to nearly all vorkeis with a SI)O11S and minor
child for earnings UI) to the earnings base.lii other vords, nil
workers entitled to maximum family benefits are overinsuied
except older workers whose earnings npproach the eniniligs
base, middle—aged workers who cain not mole than the eu1i—
ings base, and young vorkei except those earnmg substui-
tinIly more than the earnings base.

Although these excessive replacement ratios have not been
in effect long enough to linve been fully reflected in the dis-
nI)ilitv exl)erie.IIce, overly liberal benefits rnny have l)llye( I
sonic part in the 47 percent incrense, between 196 find 1974,
in the averi.re rate of becornim2 (hsabled. Other tlinn the
indexing plovisions, statutoiy changes duruig this period
could hive had no great eiect. There is no evidence that
the health of the nation has deteriorated. Rising unempipy—
ment has clearly beeii a factor, but the incrcasin attrat1ye—
ness of the benefits must also be an irnportnnt influence.:,

(U.S. Congress, 11 ouse, Subcommittee on Sociil Security of the
Committee oii Ways nnd Meaiis, Report ?f Consultants on Actuarial
and Definitional Aspects of Social Security Disability Insurance, 94th
Congress, 2d Session, 1976.)
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It is also important to note that it is not correct to assume that a
typical disabled workerfamily is (lepen(lent entirely or almost entirely
on, social security benefits. The following table prepared by the Con-
gressional Budget Office shows the various other sources of income of
disable.1 beneficiaries with children:

TABLE 20.—FAMILY INCOME FROM VARIOUS SOURCES IN
1975 AND OTHER CHARACTERISTICS OF DISABLED MALE
SOCIAL SECURITY BENEFICIARIES WITH DEPENDENT
CHILDREN'

Own benefit less than $3000

Average income from
source for—

Own benefit $3,000 or more

- Average income from
for—

Percent Percent-
with in- Those with in- Those

come with Average
from such re-

come with , Average
from

Source of family income source income cipient
re-

source income cipient

Social security 100.0 $2,584 $2,584
SSI 27.0 1,111 300

100.0 $5,356 $5,356
10.3 882 91

Public assistance 29.2 1,753 512 13.8 1,727 238
Veterans' benefits 17.2 1,945 335 21.4 3374 722
Workmen's compensa-

tion 8.3 4,170 346 7.3 2,358 172
Property income 23.8 480 114 34.3 1038 356-
Public or private pen- ,

sion 11.1 3,035 337 19.3 3,705 715
Earnrngs 73.4 6168 4,527 66.7 5,897 3,921
Other 5.2 1,172 61

Total family in-

10.8 1,846 199

come 9,330 11,947
Food stamps 34.5
Average years of school

20.6

completed by dis-
abled worker 8 10

I Refers to men 21 to 62 yr of age in March 1976, who reported a disability limiting work
activity and receipt of social security benefits in 1975.

Source: Based on Survey of Income and Education, U.S. Bureau of the Census.

The situation where social security DI benefits ale the sole source of
income to a disabled worker and his family may be the. case in in-
divitlual instances, but on the average disabled worker familis tend
to have other sources of income in significant amounts. Disabled
workers in families with children derive on average only about 40
percent oftheir total cash income from social security benefits. The
combined impact of high social security disability insurance replace-
ment rates and substantial other sources of family income is tQ in-
sulate disabled worker families, as a group, from any major reduction
in income as a result of their disability. The following table shows an
analysis of this result by the Congressional Budget Office -indicating
that very few worker families have more than a 10 percent reduction
in disposable income as a result of disability.



Families where spouse
has earnings:

Men
Under 40
40 to 54
55 to 64

Families where spouse
does not have earn-
ings:

Men
Under 40
40to54
55 to 64

I Includes estimated earnings of worker and spouse, property income and transfer
payments. Taxable income adjusted for estimated taxes and 6 percent of earned
income is deducted for work expenses.

2 Includes estimated earnings of spouse, property income, social secunty benefits
and transfer payment. Taxable income is adjusted for taxes and 6 percent of earned
income is deducted for work expenses.

Sample size too small for reliable estimate.
5ource: Estimates based on matched tape of CPS, social security records and

longitudinal earnings records.
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TABLE 21.—ANNUAL DISPOSABLE INCOME OF DISABLED
WORKER BENEFICIARY FAMILIES BEFORE AND AFTER DIS
ABILITY, BY SEX OF DISABLED WORKER (PROJECTED TO
1980)

Ratio: Post•
disability

disposable
income to

Postdis• predis
. Percent Predis•

ability
•

age
bution of

DI families

ability
disposable

income
disposable

income 2
disposable

income

Women
Under 40
40 to 54
55 to 64

37
6

19
12

$14,493
13,035
15,112
14386

$15407
14141
15,936
15,148

1.08
1.05
1.05

17
7

7

3

17196
17,151
18,147

(3)

18509
18,768
19,400

(3)

1.08
1.09
1.07

(3)

37
6

20
11

10822
9,768
11,221
10,938

10,293
10,392
10,427
10,049

.95

1.06
.93

.92

9
2
5

6,938
(3)

6,49a

7,260
(3)

6,650

1.05
(3)

1.02

Women
Under 40
4Oto 54
55 to 64

Total 100
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It should a1o be observed, however, from some of the previon
tables that while DI benefits fiequenty result in relatively high
rep'acement rn.te, there are numerous situations where the earnings
replacement rcsuting from DI benefits iA low. As the CBO ana1yk
suggests, this does not mean necessarfly that once the (Iiable(l worker
joins the benefit rolls hi income i cut substantially from vhtit it wis
while he was.working, but on'y that the DI benefit by itself frequent.v
ieid ts Ill only rno Iet repaccment of a disab'ed worker's 1)Ielibility
earnings. Using AIME as the base agiinst which earnings repbtceinent
is rne.aure(l, 39 percent of the awards in the SSA sample iesult.ed in
replacement rates of less than 50 percent. Using the high-5 in the 'ast
10, 56 percent of the awards resulted in replacement rates of less than
50 1)elceflt.

As might be expected, this situation was most prevalent in (lie higher
benefit brackets. However, when using recent earnings as the base. for
measurement (i.e. high-5 in last 10) a substantial number of awards
resudting in ow replacement rates were shown to be in the lower
benefit brackets. The foHowing tab'e shows the (lustril)uution of awards
resultiiig in rephtcernent rates of 50 percent or less by the PTA level of
the workers involved.

TABLE 22.—AWARDS RESULTING IN DI REPLACEMENT RATESOF
50 PERCENT OR LESS BY PIA LEVEL

[In percent]

Primary insurance amount (1979 levels)

Using as base period for
measurement—

A?ME
High-5 years in

last 10

Minimum PIA 0 1

$122 to $150 0 1

$,lSOto$200 0 9
$200to$250 0 12
$250to$300 6 13
$300 to $350
$350 to $400

25
25

15
17

$400 to $450 44 31
$450 to $500

Total

(1) ()
100 2100

Less than 0.5 percent.
2 Co'umn does not add due to rounding.
Note: The PtA should not be confused with the actual monthly benefit amount

received by the worker and his family. In many instances, the actual monthly bene-
fit amount is substantially higher, It is used here simply to show the incidence of
low replacement rates within the relative scale of benefits. Derived from samples
of 9,585 cases, including workers both with and without dependents.



V. Rehabilitation of the Disabled

£ CRITERIA FOR SELECTION FOR VOCATIONAL REHABILITATION

As noted earlier, the fact that State vocational rehabilitation agen-
cies could provide access to the kinds of services the disabled would
need in order to be rehabilitated was a basic consideration in Congress'
decision that disability determinations should be conducted by units
of the State vocational rehabilitation services. The 1965 social security
amendments gave the Department of Health, Education, and Welfare
the authority to use certain social security trust funds to reimburse
State vocational rehabilitation agencies for the cost of services pro—
vi(1ed to disability insurance beneficiaries. rfhe arnendmeiits required
the Secretary of HE'W to develop criteria for selecting individuals to
receive rehabilitation services under the beneficiary rehabilitation pro-
gram. The criteria were to be based on the savings which would accrue
to the trust funds as a result of rehabilitating the maximum number
of individuals into productive activity. If the State rehabilitation
agency certifies that a beneficiary meets thee criteria, the cost of the
rehabilitation services is borne by the trust funds.

The Department has developed four criteria for selecting benefici-
aries to receive services financed from the trust fund. These are:

1. The disabling 1thysicd or mental impairment is not so rapidly
proresive as to outrun the effect of vocational rehabilitation services
01, to 1)recltl(le restoration of the beneficiary to productive activity.

2. The disability without the services plannel is expected to remain
at a level of severity resulting in the continuing payment of disability
betiefi ts.

;. A reasomible expectation exit that providing such services will
resu't in restoring the individual to pro(luctive activity.

4. The predictable period of productive work is long enough that
the benefits which would b saved and the contributions which would
be paid to the t iiist funds from future earnings would offset the costs
of plaiiiied ervice5.

'I'Iie title XVI legislation eiia.eted iii 1972 authorized the referral of
blind and (ltsal)le(l recipteiits under the SSI program for rehabilitation
s(rvices plovt(le(l l)y St ate voea.tioiial rehabilitation programs. The
1egisatioii also authorized the use, of genera' revenues to reimburse the
State agencies for the cost of services provided to SSI recipients. Both
the House and Senate reports on the SSI legislation state:

Many blind and disabled individuals want to work and, if
the opportunity for rehabilitation for suitable work were
available to them' they could become self-supporting.

In developing the SSI-vocational rehabilitation program, the
Department of HEW followed the pattern of the disability bene-
ficiary rehabthtation program for title II beneficiaries. Regulations
implementing the program state that its purpose is:

* * * to enable the maximum number of recipients to
increase their employment capacity to the extent that* * fu'l-time employment, part-time employment,or

(72)
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sef—empoyinent wherein the nature of the work activity per—
formed, the earnings received, or both, or the capacity to
engage in such employment or sell-employment, can reason-
ably be expected to resuft in termination of eligibility for
supplementa' security income payments, or at least a
substantia' reduction of such payments * *

In keeping with this statement of purpose, the SSI program uses
the same four criteria for selecting individuids to receive reimbursed
services as are used for selecting individuals under the DI piogram.

Beneficiaries under both programs who (10 not meet these criteria
are, of course, eligible to be considered for services under the basic
State vocational reli abilitation program.

B. ADMINISTRATION OF THE PROGRAM

After the 1965 amendments, the Department of HEW divided re-
sponsibility for managiig the beneficiary rehabilitation program be-
tween the Socia' Security Administration and the Rehabilitation
Services Administration (RSA). The 1966 program memorandum of
responsibilities gives SSA the responsibility for developing basic pro-
gram policies, overall program planning and evaluation, recommending
legislative changes, and requesting the funds to operate the program.
The Reli abil itation Services Administration is assigned the responsi-
bility of providing direction and guidance to the State rehabilitation
agencies, promulgating regulations, and developing funding requests.
Both agencies ale jointly responsible for establishing performance
standards, reviewing program information, and making on-site reviews
of State rehabilitation agencies. Responsibilities for the SSI-vocationa
rehabilitation program have generally followed the same lines as
those areed upon for the beneficiary rehabilitation program.

The eneral Accounting Office has criticized the two agencies for
failing to coordinate their activities and thus provide for stronger
program management. in its June 6, 1979 report, "Rehabilitating
Blind and Disabled Supplemental Security Income Recipients:
Federa' Role Needs Assessing," the GAO says:

Alt hoiigli liSA an(1 SSA share. responsibility for adminis-
1 eiiii the SI—VR progiam, tho I\vo agencies have riot
coor(hu 1 NI their iuami.eiiient objectives' md, as a result,
huve not (Ieveloj)e(I an appropriate information system
x1e(ded I'oi' siiccesIiil proglain mana.genieiit. (p. 9)

C. KIND OF SERvIcEs PRovIDED

After an individual is selected to receive services, the State voca-
tional rehabilitation agency develops an individual plan which in—
cludes counseling, restoration, training and placement services neces-
sary to attain the goal of the plan. rfhe goal for DI and 551 beneficiaries
is compeitive employment. However, under the broader basic State
rehabilittion program the goal may be homemaking, sheltered em-
ployment., or unpaid family work.

DI and SSI recipients are eligible for the same range of services
availabI to other vocationa' rehabilitation clients.

4T—554-
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The most frequent type of handicaps reported by DI beneficiaries
who receive vocational rehabilitation services are orthopedic handi-
caps. Forty-five percent of DI clients report this type of handicap.
Thirteen percent report mental illness, and ii percent report visual
impurrnent. SSI recipients who receive services report 25 percent
orthopedic handicaps, 23 percent mental retardation, and 17 percent
mental illness.

According to data in the fiscal year 1978 "Annual Report to the
President and the Congress on Federal Activities Related to the
Administration of the Rehabilitation Act of 1973, as amende(1," both
DI and SSI clients require a loner period of rehabilitation than the
average rehabilitation client. Both Di and SSI recipients are reported
as requiring 19 to 24 months of rehabilitation services to meet their
vocational objectives. This compares with 13 to 18 months required
for the average rehabilitation client.

The annual report referred to above makes a number of other
observations about Di and SSI beneficiaries. It observes that because
DI beneficiaries generally have a. recent work history and were
employed prior to the onset of (liability, they require on the. averae
less (rjfliji and maintenance services then do SSI recipients. Restora-
lye .'rvice iie iied more fieqiient ly by DI 1)eneIklancs than by

SSE I)'ne1icinI'ie. The i'eaon given for this is that Di beneficiaries
generally suffer illne or injury a short time prior to being accepted
for vocational rehabilitation services and thus are in greater need of
the surgical and therapeutic services available in the vocational
rehabilitation program. I3ecause. their handicaps often began during
childhood, it is alleged, SSI recipients are more likely to have received
restorative services prior to entry into the vocational rehabilitation
program. SSI recipients generally require mote training and more
personal arid vocational adjustment services than DI beneficiaries
because they often do not have a history of work, a.nd because a
larger proportion are mentally retarded.

The 1978 report indicates that the average monthly earnings of all
clients rehabilitated range from $320 to $390 at the time of rehabilita-
tion closure. DI beneficiaries have earnings that are generally com-
pii'able to tl average. This is not true for SSI recipients, who report
lower eaiuing—$24O to $316 a rnnth.

D. PROGRAU EFFECTIVENESS

in 1 he Conies wa assiiied by the Department, of I-JEW that
1UOT1('V sp'n( on mehthiltta.t ion s'rvices would result in savings to

tht' lilult l1:1j(' trust lund. The. allocition ol' trust luruls Was
u an u()11r1t. n('('eaT'v to pay for the cost of voatiotial ieha—

hili I i ton sei'Vi'es. wit Ii a nul.xilnilni iiot to ('x(ee(l a fixed percentage of
the piror veai''s [ohLh disabihit pavuients. The limit was oiginally set
at I perct'iit. Given reassurance in 1972 by the Department that the
trust iurt(h was iii lact realizing savings due to the money being spent
on re1iibilitation, the Congress increased the authorization for use of
trust 11111(1 money to 1.25 percent for fiscal year 1973 and to 1.5 percent
for 1974 and years thereafter. The 1972 SSI legislation also author-
ized use of general revenues to fund rehabilitation services for SSI
re ci pi ents.
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Funding for both DI and SSI beneüciaries is set at 100 percent
Federal funding Under the basic vocational jehabilitation program,
there is 80 percent Federal funding. States must make up the
remainder.

In recent years the degree of the cost effectiveness of the vocational
rehabilitation expenditures in behalf of disabled beneficiaries has been
questioned. In 1970 the Department reported a savings of $1.60' for
every $1 spent. In 1972 HEW issued a report to the inance Com-
mitt.ee which claimed that the program was saving $1.93 for every $1
spent. In June 1974 HEW reported savings of $2.50 for every $1 spent.
However, a study (lone by SSA's Office of Research awl Statstis
raised some questions about the cost/benefit data that had. beei
developed and about the effectiveness of the expenditures made. The1
report covere(l the period from 1967 to 1974. In summary, it showed
txat about 40 percent of the persons who were "rehabilitated" with
tiist fund money actually left the benefit ros, and about 10 pereent
reurned after relapses. It further showed thtt the benefit-cost ratio
ha4 consistently exceeded 1.00 during the first eight years of the pro-
gra.. However, the study raised some doubt about the program's
most. recent experience.'

The growth in th number of rehabilitated beneficaries in
reent years, ho\vever,is not comparable with the growth in
th amount available for reimbursement from the trust funds.
Fui4her, the actual number of disabled beneficaries leaving
the oial security rolls because of more medical improvement
or rturn to substantial gainful activity has not risen inre-
cent rars, in spite of the trust fund program and liberaliza-
tiOn .f 4he social security definition of disability to include
more çünditions likely to improve in time

It alsO s1owed an apparent decline in benefit-cost ratio which began
in 1970:

.

Ratio of savings

In year
Cumulative

through year

1966..
0.43 0.411967
1.73 1.20

1968....:
3.80 2.191969
3.72 2.65

1970..
• 3.03 2.741971

1972
1973

• 2.75
1,65

2.74
2.49

1(Ralph Trettol, "Effect of Financing Disabled Beneficiary Rehabiiitation," SociaL

$ecurity BuUcn, November, 1875.)
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Similarly, a report by the GAO in 1976 critieized the wy the enilir
estimates submittel to the Congress by I [EW had been (lCV(OpCII,
and maintained that its study showed a mueli lower cost—benefit; ratio,
with a saving of $1.15 for each $1 spent. r1I1e report stae:

GAO believes the savings HEW attributed to the program
were considerably overstated; that the program was operating
close to the break-even point, and that there could be a
downward trend in the savings computation.

Elaborating on its criticism of the beneficiary rehabilitation pro
gram, the GAO commented further:

Also, the program's resources have been directed, in part,
toward serving temporarily disabled beneficiaries who did not
meet eligibility criteria. These beneficiaries might have met
the less stringent criteria of the basic State vocational reha-
bilitation program for which the Federal share of costs is 80
percent. As a result, some potentially eligible beneficiaries
may not have had the opportunity to receive vocational
rehabilitation services.

A more fundamental concern, however, than the size of the eost/hen-
efit ratio is one. raised in a 1976 Ways and Means sthff document. It
pointed out the relatively small number of DI (lisabIe(I workers who
had been terminated from the benelit roll in aggregate is the result of
rehabilitation services. The reorL statcs:

Although the. amount of trust fiimls n,vailibIe foi, benefici—
a.ry rehabilitation has increased from about $15 million in
1967 to almost $100 million in 1976, the bottom line—teimi-
nations clue to rehabilitation—has been disappointing. Cu
mulatively over these 9 years, only 20,000 disabled workers
who have been rehabilitated have been terminated from the
rolls. This was during a period of time when the number of
disabled workers on the rolls was increasing from 1.5 to 2.5
million.

In its June 1979 report on the SSI vocational rehabilitation program
the GAO also commented on the cost effectiveness of that program,
showing even more negative findings than it had reported for DI in
1976. The 1979 report showed that in 13 of the 14 State rehabilitation
agenries included in the GAO review, the. Federal funds spent on the
SSI—VR program for tlw first 2 venrs "gretly exceeded the savings
in SSI 1)yme11ts for the cases repoited to SSA s rehabilitations duritig
that period.''

Statistics appearing in the 197S "Annual Report on Federal Activi-
ties Related to the Adininist ration of the Reiiabilit.al :n Act of 1973, as
amended," referred to earlier, aiso ruso question out the effective-
ness of the vocational rehabilitation progrirn in bringing about benefit
toriniii I urns in DI and SS I.

'l'hn following clm,it shows the numbers of DI arid SSI recipient
who were r('ported in various service categories during fiscal yeii.I
1978 (and whose services were. funded under titles II and XVfl.
Because individuals may remain iii one category for longer than 1
year, this presentation cannot be viewed as a progression of the same
mdividual through the service system. For example, individuals are
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scrvNl for approximately 2 yen i, und i I leisf 1 year rn iisl olapso
from rehabilitation to terrninLtion. P('lsons nmy be terminated for a
considerable period of time I)elore r-enteting the rolls as recidivists.
However, the chart can provide an indication of the relative numbers
of individuals who are progressing through the rehabilitation system
and achieving economic independence.

SGA rehabilita.
tions 3 Dl and SSI

Served I
Rehabilj-

tated
Per.
cent Number

Termi.
nations 4

Fecidi-
vists 6 Other 6

DI
SS
Total vocational

94,979
55,218

12,268
6,994

83.0 10,182
80.5 5,630

6,363
1,049

669
1,314

378
457

rehabilitation
program 1,167,991 294,396 NA NA NA NA NA

"Served" refers to persons participating in a vocational rehabilitation program.
2 "Rehabilitated' means that the employment objective has been met and maintained

br 2 months and that the rehabilitation file was closed.
3 'SGA rehabilitations" designates persons rehabilitated who achieved earnings at the

time of rehabi'itation equal to the levelof "substantial gainful activty.''This SGA level is
the amount which disqualifies an individual from further benefits payments under DI and
SSI. Currently, substantial gainful activity is determined to be earnings of $280 per month.

Terminations" refers to persons who cease receiving Dl and SSl benefits following
rehabilitation.

Recidivists" are the individuals who were ter,ninited from the benefit rolls during
fiscalyear 1978 or before and then reentered benefit status during fiscal year 1978.

Other" refers to rehabilitated persons who terminated benefits during fiscal year 1978
for reasons not related to rehabilitation. 5uch reasons might include death, retirement,
or other reasons not related to medical recovery or earnings.

A1thoig1i 10,182 1)1 bcneluuiries were 1eliol)ilitated with earnings
at the level of substantial gninlnl activity, only 32 percent of that
number were terminated lioni the beiwht roiL. Th iiidicates that
38 percent of the beneficiaiie who might have been expected to
terminate benefits did not. Benefits are terminated 3 months after
the end of the 9-month trial work period iC substantial gainful activity
is maintained. II. appears, therefore, that many DI beneficiaries did
not maintain earnings for a sufFicient period of time to terminate
benefits. During fiscal year 197S, the number of persons who re-
entered the benefit rolls due to employment failure was 11 percent
of the number who terminated.

On'y 19 percent of the iiurnber of SSI recipients who were rehabili-
tated at the level ol' ibst.antiai gainful ativitv siccesfuIly terminated
benelit. hi addition, the ilumbel of iecidivists exceeded the number
ol SS1 recipients I ciminated. (Some of the reci(Ilvists were terminated
prior to usual year 1978 which accounts for the fact that recidivists
exceeded te.riiiinttions.)

Table. 23 shows total funding br vocal lonal rehabilitation programs
on a tatc-by-St•ate basis for 1ical year 197S.
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TABLE 23.—FEDERAL OUTLAYS FOR VOCATIONAL
REHABILITATION, BY STATE, FISCAL YEAR 1978

[In millions of dotlars]

Basic
DsabiIity
insurance

Supple-
mental Innovation

State grant (DI) trust security and
program

State (sec. 110)
fund

program
income

(SSI)
expansion
(sec. 120)

Alabama. 18,545 2,396 1,252 304
Alaska 2,009 183 137 50
Arizona 8,677 956 540 187
Arkansas 10,729 1,681 795 133
California 58,429 11,150 9,037 1,641

Colorado 8,441 909 577 216
Connecticut 7,189 999 354 240
Delaware 2,035 257 170 51
District of Columbia 5,560 242 316 55
Florida . 29,514 4,181 1,652 647

Georgia 21,551 2,930 1,327 414
Hawaii 2,367 237 146 66
Idaho 3,427 433 350 69
Illinois 27,983 3,216 1,854 863
Indiana 14,567 1,802 473 351

Iowa 9,216 889 325 30
Kansas 7,376 655 382 121
Kentucky 16,234 2,008 637 263
Louisiana. 18,516 1,776 968 319
Maine 4,400 396 162 4

Maryland 11,736 1,400 963 347
Massachusetts 18,573 2,025 1,971 490
Michigan 26,270 3,691 2,165 709
Minnesota 13,629 1,431 917 335
Mississippi 13,730 1,761 1,131 200

Missouri 16,999 1,868 627 369
Montana 2,957 324 204 58
Nebraska 5,121 559 355 120
Nevada 2,037 289 159 50
New Hampshire 3,283 329 113 63

New Jersey 18,376 2,677 1,286 567
New Mexico 5,786 554 .401 98
New York 48,880 8,382 3,695 1,544
North Carolina 25,062 2,812 1,430 422
North Dakota 2472 221 247 55
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TABLE 23.—FEDERAL OUTLAYS FOR VOCATIONAL
REHABILITATION, BY STATE, FISCAL YEAR 1978—Continued

[In millions of dollars]

, Disability Supple-
Basic insurance mental Innovation

State grant (DI) trust security and

State
program

(sec. 110)
fund

program
income

(SSI)
expansion
(sec. 120)

Ohio 36,284 4,759 1,944 833
Oklahoma 11,812 1,194 664 210
Oregon
Pennsylvania

8,308
40,921

1,247
6,433

645
2,640

174
940

•

Rhode Island 3,299 428 236 72

South Carolina
South Dakota

14,245
2,868

1,458
237

580
137

129
53

Tennessee 19,395 2,194 858 324
Texas
Utah

47,898
5,695

5,171
280

2,387
157

1,045
93

Vermont 2,176 240 149 54
Virginia
Washington
West Virginia
Wisconsin

17,927
11,079
8,747

17,196

2,433
1,802
1271
1,900

1,196
2,022
354
657

424
274
154
357

Wyoming
Guam

2,000
742

160
15

125
0

50
50

Puerto Rico
Trust territories

17,000
400

1,000
0

0
0

229
50

Virgin Islands

Grand total

557 30 0 35

760,225 97,871 51,869 17,001

Source: Department of Health, Education, and Welfare.

E. REQUIREMENT TO ACCEPT REHABILITATION SERVICES

Bolli titles iT and XVI include provisions that beneficiaries wh
roflI(' 1'('lll)iIi tat ion services \vit.lioiit good cause shall have their
bpttiI Wit Iihdd. As the !rornm are ol)ern.t ed , it is the isponsibiIitv
of I h' ielabjIik tion neIWY to rel)OIt, a. ieftisal of services to the
approprhte soeil security district office for folIovup action. If the
refui.I persists, there is supposed to be a finding of whether there was
''good cause'' for refusal, a (letelImnation which is mnde by (usability
eN)1flh1wr in the rerioiial offi(CS.

'1'hi4 requirement. hns been enforced Very infrequently. In its May
1976 report the. GAo stated that it hnd been told by SSA officials that
nationally only one. beneficiary's benefits were being withheld at that
time. in January 1977 SSA began a new computerized VR information
system, one purpose of which was to identify title II and title XVI
beneficiaries who refuse to cooperate with vocational rehabilitation.
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Nationally in 1977 there were over 20,000 reports of refusal to coop-
erate made by VR to SSA. rrlie majority of these involved a re-referral
to VR following a district oftice interview with the claimant. As an
example of how the requirement actually resulted in penalties, (luring
1977 80 individuals were found not to have "good cause" and their
benefits were either put in suspense status (title XVI) or deduction
status (title II).

F. PROGRAM OF SERVICES FOR CHILDREN

When the supplemental security income program was rst enacte(l
it included a. provision requiring the Secretary of HEW to make
proVision for referral of all disabled individuals "to the appropriate
State agency administering the State plan for vocational rehabilitation
serVices 81)prOVed under the Vocational Rehabilitation Act." The pro-
VisiOn for vocational rehabilitation services was basically designed for
adults who could be expected to enter or reenter the work force. Be-
cause of its general inaproprinteness for disabled children, there was
in the early years of the SSJ )Iogram virtually no use of t.his
for referral of children to services in any State.

The Congress amended the law in 1976 to provide for a 3-year
special services program designed to meet the needs of children for
referral to agencies where they could have access to services appro-
priate to their needs. In jis ustiuication of the new legislation, the
Finance. Committee stated in its report:

'l'he committee believes Ihat; there are substnnl iil argil—
ments to support the est a blishinent of a forina.l referral p10—
cedure. I\Iaiiv djsabled children have conditions which can
be im roe(i t hioiigh proper medical and rehabilitative serv-
ices, especially if the conditions are treated early in life. The
referral of children who have been determined to be disabled
could thus be of very great immediate and long-term benefit
to the children and families who receive appropriate services.
in addition, the proccdurE could be expected to result in.
long-range savings for the SSI urogram, in that sonic children,
at least., would he ye their COfl(litiOfls satisfactorily treated
and would move off the disability rolls instead of receiving
ilaynlelits for their entire lifetime. r11)e referral of disabled
children by the Social Security Administration would also
serve ac ase{ndng tool ioi commiimty agencies serving
disabled chiildreii and assist them in foc.usiiig their services in
l)ehalf of these children. Maiiv communities have. th.e ca.pa—
bilit.v to help disabled and handicapped chiildreii, ut arc not
always able to identify those with the greatest reed. (Rept.
94—1265, Pl• 25-26)

As enact ed, the law requires the referral by the Social Securily
Administration ol' rhtldicii iuulei ng 16 to the St ate agency which
admu.iislers the Stale cnpjdcd childreii' serVices program, or to another
agency winch the Goveijiur dcl cimilies is copable of administering
the State plan in a mole efficient and effective manner than the
crippled children's agency.
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State p'ans must be approved by the Secretary of HEW under
regulations that (1) assure appropriate counseling for disabled children
and their families, (2) provide for the establishment of an ifl(lividual
service plan for children and prompt referra' to appropriate medica',
e(lucation and social services, (3) provide for monitoring to assure
adherence to each individual service plan, and (4) provide for disab'ed
children age 6 911(1 under and for children who have never attended
public school and who require preparation to take advantage of
public educationa' services of medica', social, developmenta', and
rehabilitative services in cases where such services reasonably promise
to enhance the child's ability to benefit from subsequent education
or training, or otherwise to enha.nce his opportunities for seff
sufficiency or seff-support as an aduli.

State plans must provide for an identifiab'e unit within the. ad-
ministering agency to be responsible for the administration of the
plan. Plans also have to provide for coordination with other agencies
serving disable(1 children.

The law authorized $30 million for each of fiscal years 1977, 1978,
and 1979. The funds are (listriblited on the basis of the proportion of
children under uge 7 in each State.

Fiiia 1('gIIlatio1Is br the Seivic('s program were not pul)lished in
the F'deri.l Rvgtvi until April 18, 1979. However, the program did
get uiideiway in iiiost States prior to thnL time, operating under
mt 'rim giiideliii's. At tl prcs('nt time, all except one State (Wis-
consin) luis had is phin approve(E by the Secretary. According to
HEW, about $1,() million was claimed by tlit States for use in this
program in fiscal year 1978. About $20 million is expected to be
spent in 1979.

Unless there is extending egisation, the program wilt terminate
September 30, 1979. On September 27, 1979 the committee approved
an amendment to H.R. 3434 providing for a 3-year extension of the
program.

The foUowing tab'e shows the State allocation of funds for the
program for fiscal year 1979.
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TABLE 2&—ALLOCATIONS OF FUNDS UNDER THE SERVICES
PROGRAM FOR SSI DISABLED CHILDREN, BY STATE, FISCAL
YEAR 1979

Children Allotment
States under age 7 of funds

Total 22,097,899 $30,000,000
Region I:

Connecticut 263,513 357,600
Maine 108,017 146,700
Massachusetts 505,574 686,400
New Hampshire 82,078 111,300
Rhode Island 83,666 113,700
Vermont 48,860 66,300

Region II:
New Jersey 665,208 903,000
New York 1,680,483 2,281,500

Region Ill:
Delaware 59,474 80,700
District of Columbia 89,742 121,800
Maryland 372,822 506,100
Pennsylvania 1,078,254 1,463,700
Virginia 497,034 674,700
West Virginia 193,286 262,500

Region IV:
Alabama 407,836 553,800
Florida 775,176 1,052,400
Georgia 580,813 788,400
Kentucky 381,137 517,500
Mississippi 301,948 409,800
North Carolina 588,036 798,300
South Carolina 330,843 449,100
Tennessee 448,621 609,000

Region V:
Illinois 1,175,494 1,596,000
Indiana 577,305 783,600
Michigan 964,638 1,309,500
Minnesota 390,302 529,800
Ohio 1,118,524 1,518,600
Wisconsin 450,263 611,400
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:PR0GRAM FOR SSI DISABLED CHIL
• YEAR 1979—Cbntinued

DREN, BY ST
.

ATE;.FIscAL

States underage7
Allotment
offunds •

RegionVI:
Arkansas: 234,588

.

Louisiana 461,961
$318,600

.

New MexicO .145,238
627,300

Oklahoma;
Texas

290,258
1,495,750

394,200
2030,700

Region VII;
Iowa.

.

281,729
Kansas 226,223
Missouri 482,037
Nebraska;

RégionVIll:
Colorado

162,243

278,709

220,200

Montana 81,820
378300

North Dakota 70,333
111,000

South Dakota 75,169.

Utah
• Wyoming

:Reg ion IX:
Arizona

203,411
44,170

275,313

276,300
60,000

.

'California 2,160,909 2,933,700
Hawaii
Nevada

106,665
64,170

144,9Q0

RegibnX:
Alaska 52,188
Idaho
Oregon
Washington

105,318
230,926
349,824

70,800
143,100
313,500
474,900

Source: Department of Health, Education, and Welfare.



VI. Financing Disability Insurance

A. HISTORY OF UNDERFINANCING

Underfinancing of disability insurance has been a phenomenon of
the program almost since its inception. The 1961 and 1962 Board of
Trustees of the social security programs reported a long-range actuarial
deficiency for DI of 0.06 percent of taxable payroll. Although slightly
beyond the acceptable margin of variation for long-range estimates, this
level was considered at that time as being close to actuarial ba'ance.
Hqwever, in 1962 annual deficits began to appear. Expenditures
exceeded revenues by $69 million in that year and rose to a difference
of nearly $440 million in 1965. The 1963, 1964 and 1965 reports of
the trustees showed a long-range deficit of 0.14 percent of taxable
payroll. The 1964 report suggested that the DI Trust Fund would be
exhausted by 1971. In all three reports—1963 through 1965—the
trustees recommended that a higher allocation of the overall tax be
given to the DI program.

•

Congress enacted a higher allocation to DI in 1965. While an annual
deficit did not reappear in the program until 1975, the trustees con-
tinued to show long range actuarial shortfalls for the program in the
intervening peiiod. For instance, less than two years alter the higher
allocation had been enacted, the trustees in their report in February

• 1967 showed once again a long-range aetuarial deficit of 0.15 percent
of taxable payroll. Congi'ess, again in 1967, provided a higher ta
allocation to the program.

Since that time Congress has rei)ettedly addressed projections o
higher costs of the program by increastng its tax allocation. A 1974
report of the staff of the Ways m1 Means Committee commented on
this traditional approach to the financing shortfalls as follows:

In the past, actuarhil de1kicncie have been cliininatd by
increased allocation of 1)1yioll Utx receipts to the diibility
insurance system. Higher n.llocntioiis were elFectitated iu
1965, 1967, and, tO a sn-jaIler (leree, in the two social security
bills which were enacted in 1972. The Inst such ation was
taken in Public Law 93—233 which VIS apnrovcd on Deeein—
ber 31, 1973. The 1974 trtstees' report suggesk reaflocation
of income among the three trust funds (OASI, 1)1, and ill)
a a possible solution to he short-i'a.nge Iinanchg problems
of the social security piogtan.i. The staff rec.oi. mends that
no further action of this nature be taken—-whieb, to some
degree, avoids facing the problems iii the dsabiiity insur-
ance program—until he commit tee ieceive an adequate
exl)ianation of the adveise experience winch is taking place
in the tern.

The Iong—tuige actuni-ini defl(it of nearly 3 pi'cent of
payioll iii the sO(ial NUity 1)t'iifl anflO1Ifl((l in the
I ltìte(s' report is n (l(\nl iiu licì lion thul the prtct ice of
inereaing the ullocntion of fmiils to the disability inuranc

(Sfl





TABLE 25.—ESTIMATED OPERATIONS OF THE DI TRUST FUND DURING CALENDAR YEARS 1977-87 UNDER
PRESENT AND PRIOR LAW

lOotlar amounts in billions]

Calendar year:
1977
1978
1979 '
1980'

1985'
1986
1987'

4.5 —49.1 16.1
4.6 —62.7 20.8
4.3 —79.1 25.1

(2) 42
(2) 53
(2) 63

Income Outgo Net increase in funds
Present Present Present

law (19Y7 law (1917 law (1977
aniend- amend- amend-

Prior law ments) Prior law merits) Prior law nients)

$9.6 $9.6 $12.0
109 13.8 13.6
11.8 15.7 15.3
12.8 17.6 17.4

1981
1982 I
1983'
1984'

Funds at beginning of
year as a percentage of

Funds at end of year outgo during year
Present Present

law (1977 law (1977
amend- amend-

Prior law nients) Prior law ments

$12.0
13.7
15.3iLl

14.6 21.1
15.5 23.0
16.2 24.7
16.8 26.5

—$2.4
—2.8
—3.5
—4.6

—$2.4
.2
.4
.5

$3.3
.5

—3.0
—7.6

19.5 19.0 —4.9
21.7 20.9 —6.2
24.1 22.9 —8.0
26.8 25.2 —10.0

17.3 32.1 29.8 27.7 —12.4
19.3 349 33.0 30.3 —13.6
20.0 37.4 36.4 33.1 —16.4

$3.3
3.5
3.9
4.4

6.5
8.6

10.4
11.6

2.1 —12.5
2.1 —18.7
1.8 —26.6
1.3 —36.6

48
24

3
(2)

(2)
(2)
(2)
()

48
24
23
23

23
31
38
41

Because it is estimated that the DI trust fund would have been exhausted Note: The above estimates are based on the intermediate set of assump-in 1979 under prior law, the figures for 1979—87 under prior law are theoreti• tions shown in the 1977 trustees reportcal.
Fund exhausted in 1979.



TABLE 26.—TAX RATES FOR THE SOCIAL SECURITY TRUST FUNDS

I OlrJ.age and survivors insurance.
I Disability insurance.
3 Hospital insurance (part A of medicare).

[In percent)

Calendar year OASI I D12 OASDI

Prior law

EMPLOYERS AND EMPLOYEES. EACH

Present law (1977 amendments)
HI Total OASI' D12 OASDI H13 Total

1977 4.375 0.575 4.95 0.90
1978 4.350 .600 4.95 1.10

5.85 4.375 0.575 4.95 0.90 5.85

1979-80 4.350 .600 4.95 1.10 6.05
4.275
4.330

.775 5.05 1.00 6.05
1981 4.300 .650 4.95 1.35 6.30 4.525 .825

5.08
5.35

1.05
1.30

6.13
6.65

1982—84 4.300 .650 4.95 1.35
1985 4.300
1986-89 4.250

.650 4.95

.700 4.95
1.35
1.50

6.30
4.575
4750

.825

.950
5.40
5.70

. 1.30
1.35

6.70
7.05

1990-2010 4.250
.

.700 4.95 1.50 6.45
4.750 . .950 5.70 1.45 7.15

2011 and 'ater 5 100 850 5 95 1 50 7 45
5.100
5 100

1.100
1100

6.20
6 20

1.45
1 45

7.65
7 65

SELF EMPLOYED PERSONS

1977 6185 0815 70 090 79
1978 6.150 .850 7.0 1.10

08150 70 090 79
1979-80 6.150 .850 7.0 1.10 8.1 6.0100

1.0900 7.1 1.00 8.1

1981 6.080 .920 7.0 1.35 8.35 6.7625 1.2375
7.05
8.00

1.05
1.30

8.1
9.3

1982-84 6.080 .920 7.0 1.35 8.35
1985 6.080 .920 7.0 1.35

1.2375 8.05 1.30 9.35

1986-89 6.010 .990 7.0 1.5
7.1250 1.4250 8.55 1.35 9.90

1990-2010 6.010 .990 7.0
1.4250 8.55 1.45 10.00

2011 and later 6.000 1.000 7.0 1.5 8.5
7.6500
7.6500

1.6500
1.6500

9.30
9.30 -

1.45
1.45

10.75
10.75

Source: Social Security Administration. -
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B. RECENT TRUSTEES Fo1EcAsTs—1978 AND 1979

The 1978 trustees' report issued just six months after enactment of
the 1977 Amendments showed a substantial improvement in the long-
range finurniai con(li1ion of th, 1)1 progranL Although still prjccting
a long—rnnge deficiency, the report showed an actuarial imi)Hlanc for
DI of only 0i4 Percent of taxable payroll in contrast to the imbalance
of 0.38 percent of taxable payroll estimated in December, 1977.

The 1978 report states:
Large decreases in the estimated cost of the disability insur-

ance program in both the mediurn-ninge and long-range were
due to changes in assumptions regarding disability incidences
and terminations. Both incidence and termination rates have
been changed to reflect more recent experience. In a(lclition,
lower incidence rites are proec.ted due to the decreased at-
tractiveness of (usability benefits, because of the generally
lower benefits available under the new decoupled benefit cal-
culation procedure.

The more recent experien(e referred to showed that DI awards had
(1roped off slightly in 1976 nnd 1977, from the high of nearly 000,000
nwards t.o disnhled—vorkei's n)n(Ie in 1975, and that termination rates
had increased. Noitoiheless, recognizing the I)ropenstty of past trustees
to underestimate the rosts of the program, the 1978 trustees' report
continued to forecast a. substantial upward trend in the size of the
program. The report states:

Although the (Usability award rate during 1977 remained
level as compared with 1976, a generally upward trend in mci-
deice rates, as experienced over the past decade, was assumed
to continue. Age-sex speeifi incidence rates were assumed to
increase over the period 1978—97 to a level about 25 percent
higher than that estimated for 1977, and to remain at that
level there.ufter.

The 1979 trustees' report issued in April 1979. once again showed
improvement, under the report's central set of economic and demo-
gr)huc assumptions, in the long—]nngc financiul condition of the
1ffII1l over. the 1)rior vein's Joecust; For the first time sinee 1970,
the trustees 1)1oected a loi—ni.ne. a1iia.rial surplus for DI, amount—
in to .21 p'rreut ol txble pavrofl. As did the I 97S foieeiist, the
cun'eiit• r'pui't at I iiIw1e thk' inrovnienI iii the lo ririu condition
of the tro.r1m toi((eIl eXtw!i('fl( mote lavfflLb1e to the 1J1o1'a1n.
Avards t () d 1)1(( I wnikers (I Opt)e I horn a level of about 569,000
in 1977 t 457,000 iii 1 97S.

However, while foieast ing a consideru1hy lowor ru c of gowth, the
trustees again were reluctant to project a long-term leveling off of the,
progrum. The report stnte.s:

Although (Iislbihty awirds declined by over 20 percent in
1978, age-sex peciflc incidence rates vpre assumed to increase
over the peno(1 1979—1 99S to about. 10 percent higher thaii
the aveiige for 1977—1 978, and to remain constant thereafter.
This represents a gradunl return to 1976—1977 experience.
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this reduction in the incidence of. (hsabihly was not
anticipated and its causes arc not very dear, so it is uncertain
whether the trend will continue in the future. Thus, the
higher DI trust fund eve1s pro)ect(1 in this report (as corn-
pared to hisl year's report) are contingent on the realization
of the lower inci(lence rates assume(l in this year's iport.

Under these assumptions the DI benefit roll is projected to rise from
a level of about 4.9 million beneficiaries in 1979 to 7.8 million in the
year 2000.

C. UNFAVORABLE RECENT ECONOMIC FORECASTS

Reports of the trustees in recent years have made projections of the
financial soundness of the social security programs using three dif-
ferent sets of economic and demographic assumptions. These assump-.
tions, referred to as optimistic, intermediate and pessimistic, are
intended to give a 1)ictu1e of the financial condition of. the program
under a range of potential circumstances which could arise in the
future. Traditionally for purposes of a general (liscussion of the fi-
nancial condtion of the programs and for pricing 1)lopose([ legislative
and policy changes, the intermediate or, as they sometimes are re-
ferred to, the central set of assumptions are .ued.

While the current forecasts under the oEtimistic and central sets of
assumptions show that both the ()ASI nnd Dl programs are adequate'y
financed in the short run, the pessimistic assumptions show that at
least the OAST rogim 'ould t'un into financial difficulty beginning
as soon as 1983 or 1984. Reserves in the OASI trust fund would fall
to an extremely low level by the end of 1983. DI reserves appear to
be adequate even under these conditions. The trustees caution—

that although a positive ba'ance is projected for the OASI
trust. fund at the end of each year through 1983, under the
pessimistic assumptions, the assets at the end of 1983
would not be large enough to cover the entire amount of
benefits that nre payable at t.he beginning of the following
month. This kind of cash-flow problem becomes imminent if,
at any time, the trust fund fills to less than about 9 percent
of the following 12 months of disbuisements. Under the
pessimistic asuniptioiis, the OASI trust fund would begin to
experience (ash-flow (lifficultics early in 1983. The cash-flow
prob'ems would arise because almost all of the benefit.s for a
given month are payable, genenlly, on the third day of the
Iollowmg mont Ii, while cont ribition income is receive(l more
or tess mu iormv throughout the month, on a (18 ily basis. For
'xnrnpIe, the benefit S br December 1983—estimated to be
ibout $i2 hiHion unkr ilt.ernat ive .111 (the pessimistic
nssnmpt.ion)—nre nyable on Jn.nuaty 3. 1984, before any
significant amount of uwome can be added to the fund's
estimated assets of $8.3 billion on December 31, 1983

They point out further that a "severe or prolonged economic down-
turn" could lead to this pessimistic forecast for the program.

While the trustees' report is only a few months old, recent. economic
forecasts of the Administration, the Congressional Budget Com-
mittees, and a number of other forecasters indicate that the economy454797
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is not moving in line with the central set of trustees' report assump-
tions. Generally, these forecasts are now more pessimistic and indicate
that a recession has begun coupled with a continuing high rate of
inflation. For social security, this means higher than anticipated
outgo, with increases in revenues which. do not keel) pace with the
additional outgo.
1. Administration "mulsession" forecast:

• The Administration's recent economic forecast, which accompanied
its "midsession" report to the Congress on the budget, indicates a
higher rate of inflation and higher unemployment than reflected in
both its January budget submittal and the trustees' report inter-
mediate assumptions.

This forecast falls between the trustees.' intermediate assumptions
and the pessimistic ones, but closer to the: pessimistic ones. OASI re-
serve balances fall to 10 percent of one year's outgo by 1984 under the
midsession assumptions, as compared to 5 percent under the trustees'
pessimistic assumptions.

Either level is considered to be too low for cash-flow purposes.
Balances in the DI trust fund, on the other hand, are more than ade-
quate under both conomic scenarios.

TABLE 27.—OASDI TRUST FUND RESERVES BALANCES

[As a percent of 1 year's outgo]

Trustees'
intermediate

OASI Dl

Trustees'
pessimistic

OASI DI

M idsession

OASI DI

• 1979 30 29 30 29 29 29
1980 24 35 23 34 23 33
1981 19 42 16 39 17 40
1982 . 17 60 12 53 13 55
1983
1984 ... 18 81

18 101
8 68
5 83

12
10

73
91

Source: Social Security Administration.

2. CBO eçønomic npdafe and tentative Ho'use and Senate Budget Com-
mittee forecasts:

The Congressional Budget Office also prepared a midyear economic
update for 1979 and 1980, indicating an even more pessimistic trend
thin the Administration's forecast. not only through 1980, but for a
number of subsequent years is well.

In a Jily 31, 1979 letter to the committee the director of CBO
stntes that estimates prepared by CBO for tae House and Senate
Budget Committees show that under their respective assumptions, the
balance 'inc the OASI trust fund would fall between 5.4 percent of fiscal
yenr 1984 outgo (House version) and 7.7 percent of fiscal year 1984
out go (Senate velsion). Once again, both would represent precariously
low OASI trust fund reserve levels. The DI trust fund would have fiscal
year 1984 reserves in the range of 55 percent to 60 percent of outgo.
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3. Cautionary notes by 1/be Trustees and Director of CBO:
Because 'of the possibility that economic conditjons might move inthe dipectioji 01 that pessimistic lorcat, in their 1979 report the

trustees recomm('n( I e( I th at—
no re I nct ion be ina Ic in the ched ule(1 revenues of 01(1

Age and Survivors Insurance and Disahilit.y Insurance trust
funds without making J)rovision for offsetting reductions in
expenditures or alternative financing arrangements," and
that "it might be a(1visable to examine the need for flexibility
to reallocate funds between the two trust funds in the short
term.

The Director of CBO similarly suggested that "steps may have to betaken to ensure the solvency of the OASI trust fund," a number ofwhich might. alter the finuncing of DI.
The following four tables compare these adverse economic forecasts

and show the impact they would have on the OASI and DI I)rograms:

TABLE 28.—COMPARISON OF ECONOMIC ASSUMPTIONS OF THE
SENATE BUDGET COMMITTEE, HOUSE BUDGET COMMITTEE,
ADMINISTRATION'S MID-SESSION PATH, AND THE 1979
TRUSTEES' PESSIMISTIC PATH FOR CALENDAR YEARS
1979-1984

1979 1980 1981 1982 1983 1984

Unemployment rate (average for
year):

Senate Budget Committee
House Budget Committee
Trustees pessimistic path
Administration's mid.sessjonpath......

Percentage growth in real GNP:
Senate Budget Committee
House Budget Committee...Truf ssiiiItj path
AdmrtrMitri's rnldsioi

Percentage growth CPI
Stiate udet Cornrnttee
House Budget Cornmttee
Trustee pItnlstic path,,,,
AdmIistrtoris mld.sosfflo

path
Juno social secudty beroft

ncrease
Senate Budget Conimttee,.,,,.
House Budget Committee
Trustees' pessimIstIc path,.,.
Admfflstratjon's mjd.sessjo

path

6.2
6.3

7.3
8.2

7.0
7.1
7.4

6.3
6.9
6.9

5.7
6.6
6.4

5.3
6.3
6.0

6.1 6.8 6.5 6.1 5.8 5.6

181
2-

1.0
1.0i.i

3,83
.4

5.3
4.0
4.1

4.3
4,0
4,0

3.9
4.0
3.7

1.7 1.0 3.4 3.7 3.5 3.5

10.6
1O.
10.3

9.3
9.3
8,9

8,4
8.6
7.3

7.6
7.8
6.3

7,5
7.1
6.0

7.5
6.8

10.7 8.6 7.5

6.0

Source: CBO.

10.3 8.8 7.7 7.5 7.4

9.8
10.3
9.8

8.9
7.9

8.1
6,5

7.3
6.0

6.5
6.0

9.9 9.7 8.2 6.7 6.4 5.8
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TABLE 29.—COMPARISON OF COMBINED OASDI OUTLAYS,
BUDGET AUTHOR IT.Y, AND TRUST FUND BALANCES AT END
OF YEAR UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS
AND ESTIMATING METHODOLOGIES

[In btllions of dollars, by fiscal year)

1979 1980 1981 1982 1983 1984

OUTLAYS

CBO estimates:
Senate Budget Committee as-

sumpUons
House Budget Committee as-

sumptions
Administration's estimates:

Trustees' pessimistic assump.
tions

Administration's mid•session
estimate

INCOME

CBO estimates:
Senate Budget Committee as-

sumptions
House Budget Committee as-

sumptions
Administration's estimates:

Trustees' pessimistic assump•
tions

Administration's mid-session
estimate

TRUST FUND BALANCE AT END
OF YEAR

CBO estimates:
Senate Budget Committee as-

sumptions
House Budget Committee as•

sumptions
Adm?nistration's estimates:

Trustees' pessimistic assump-
tions

Administration's mid-session
estimate

TRUST FUND BALANCE AT END
OF PREVIOUS YEAR AS PER-
CENT OF OUTLAYS

CBO estimates:
Senate Budget Committee as•

sumptions
House Budget Committee as•

sumptions
Administration's estimates:

Trustees' pessimistic assump-
tions 340

Administration's mid.session
estimate 33.9

Source: CBO.

104.5 120.1 138.3 157.4 173.6

104.5 120.1 138.3 157.6 174.4

104.1 118.9 135.0 150.8 165.7

104.4 118.9 134.6 150.1 165.1

102.0 116.8 133.8 156.7 177.4

102.0 116.8 133.8 156.0 174.7

102.5 116.4 133.1 151.8 167.3

101.8 117.8 134.2 154.0 170.6

32.9 29.7 25.3 24.6 28.3

32.9 29.7 25.1 23.5 23.8

33.8 31.4 29.4 30.5 32.0

32.8 31.7 31.3 35.2 40.8

191.3

192.0

181.4

180.7

199.1

194.5

183.2

187.2

36.2

26.2

33.9

47.4

14.8

12.4

17.6

22.6

33.9 27.4

33.9 27.4

21.5 16.1 14.2

21.5 15.9 13.5

28.4 23.3 19.5 18.4

27.6 23.6 20.9 21.3
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TABLE 3O.—COMPARISON OF OLD AGE AND SURVIVORS INSUR-
ANCE OUTLAYS, BUDGET AUTHORITY, AND TRUST FUND
BALANCES AT END OF YEAR UNDER ALTERNATIVE .ECONOM IC
ASSU MPTIONS AND £511 MATING METHODOLOGIES

[In billions of dollars, by fiscal year]

1979 1980 1981 1982 1983 1984

CBO estimates:
Senate Budget Committee as-

sumptions
House Budget Committee as

sumptions
Administration's estimates:

Trustees' pessimistic assump-
tions

Administration's mid-session
estimate

INCOME

CBO estimates:
Senate Budget Committee as

sumptions
House Budget Committee as

sumptioris
Administratlor!'s estimates:

Trustees' pessirTlistic assurnp.
tions

Administration's mid-session
estimate

TRUST FUND BALANCE AT END
OF YEAR

CBO estimates:
Senate Budget Committee as-

sumptions
House Budget Committee As.

sumptons
Administration's estimates:

Trustees' pessimistic assump-

Administration's mid-session
estimate

TRUST FUND BALANCE AT ENDOF
PREVIOUS YEAR AS PERCENT OF
OUTLAYS

CBO estimates:
Senate Budget Committee as

sumptions 34.3
House Budget Committee as-

sumptioris 34.3
Admjnjstratjor's estimates:

Trustees' pessimistic assump-
tions 344

Administration's mid-session
estimate 34.3

Source: CBO.

OUTLAYS

90.5 104.0 119.8 135.5 149.7 164.8

90.5 104.0 119.8 135.7 150.4 165.3

90.1 103.1 117.3 131.2 144.2 157.7

90.3 103.2 116.9 130.5 143..7 157.3.

86.7 99.4 113.1 132.2 149.6 167.7

86.7 99.4 113.1 131.7 147.3 163.8

87.2 99.1 112.5 128.0 140.8 153.9

86.6 100.3

27.2

27.2

28.1

27.2

16.1 12.8

16.0 12.0

12.7

8.9

22.7

22.7

24.2

24.4

19.4

20.9

16.2 12.8

20.2 20.2

11.9 8.6

11.8 8.0

15.7

7.4

9.0

20.2

7.7

5.4

8.1

12.8

26.2 18.9

26.2 18.9

27.3 20.6 14.8 11.2

26.4 20.9 16.0 14.1
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TABLE 31.—COMPARISON OF DISABILITY INSURANCE (DI)
OUTLAYS, BUDGET AUTHORITY, AND TRUST FUND BALANCES
AT END OF YEAR UNDER ALTERNATIVE ECONOMIC ASSUMP-
TIONS AND ESTIMATING METHODOLOGIES

[In billiOns of do!Iars, by fiscal year)

1979 1980 1981 1982 1983 1984

OUTLAYS

CBO estimates:
Senate Budget Committee

assumptions 14.0 16.1 18.5 21.9 23.9 26.5
House Budget Committee

assumptions 14.0 16.1 18.5 21.9 24.0 26.7
Administration's estimates:

Trustees' pessimistic assump-
tions 14.0 15.8 17.7 19.6 21.5 23.7

Administration's mid-session
estimate 14.0 15.8 17.7 19.5 21.4 23.4

INCOME

CBO estimates:
Senate Budget Committee

assumptions 15.3 17.4 20.7 24.5 27.8 31.4
House Budget Committee as-

sumptions 15.3 17.4 20.7 24.3 27.4 30.7
Administration's estimates:

Trustees' pessimistic assump-
tions 15.3 17.3 20.6 23.8 26.5 29.3

Administration's mid•session
estimate 15.2 17.5 20.8 24.2 27.0 29.9

TRUST FUND BALANCE AT END
OF YEAR

CBO estimates:
Senate Budget Committee as-

sumptions 5.7 7.0 9.2 11.8 15.6 20.5
House Budget Committee as•

tions 5.7 7.0 9.1 11.5 14.9 18.8
Administration's estimates:

Trustees' pessimistic assunip.
tions 5.7 7.2 10.0 14.3 19.2 24.9

Administration's mid-session
estimate 5.5 7.3 10.4 15.0 20.6 27.1

TRUST FUND BALANCE AT END OF
PREVIOUS YEAR AS PERCENT OF
OUTLAYS
-S

CBO estimates:
Senate Budget Committee as-

tions 31.4 35.4 37.8 42.0 49.4 58.9
House Budget Committee as-

sumptions 31.4 35.4 37.8 41.6 47.9 55.8
Administration's estimates:

Trustees' pessimistic assump-
tions 31.4 36.1 40.7 51.0 66.5 81.0

Administration's mid-session
estimate 31.4 34.8 41.2 53.3 70.0 88.0

Source: CBO.



VII Costs and Caseloads of the Disability Piograms

A. DEVELOPMENT OF THE PROGRAMS

As table 32 shows, the Nation's basic cash disability programs
have changed dramatically in the last decade both m benefit cost and
in caseloa(l. As can a'so be seen, there has been a major impact
on administratiVe costs, and on the ilumber of individuals employed
by the State disability agencies to make disability determinations
Costs of cash benefits grew from about $3.7 billion in 1970, to nearly
$18 billion in 1979.

Nor (to these figures tell the whole story. There are ilso major
benefit expenditures for disabled persons under the medicare and
medicaid programs. Since July 1, 1973, persons who are entitled to
(usability benefits under the Social Security Act for at least 24 con-
secutive months become eligible to apply for medicare part A (hos-
pital insurance) benefits beginning with the 25th month of entitle-
ment and also to enroll in the part B (supplementary medical insur—
ance) program. According to estimates for fiscal year 1979, about
700,000 persons will receive reimbursed services under part A (luring
the year at a cost of $2.4 billion. About 1;7 million persons will receive
reimbursed services under part B at a cost of $1.4 billion. With
respect to the medicaid program, for which most SSI recipients
are automatically eligible, statistics for fiscal year 1976 show that
nbout 2.7 million disabled recipients received $3.5 billion in benefits
(about 25 percent of total medicaid payment's).

TABLE 32.—SOCIAL SECURITY DISABILITY PROGRAMS

- Beneficiaries
(millions) (December

each year)
.,

Benefits paid (billions)

State agency
program

administration

federally Employees

Fiscal year
.

Title II Title XVI
Dl trust admin-

fund istered Total
Cost (thou.

(millions) sands)

1970 27 110 $28 2$09
2

$37
4.5

$486 26
63.4 3.21971 2.9 '1.1 34 1.1

4.4
.. 1972 3.3 '1.2 4.0 1.3 5.3

1973
1974
1975

3.6 1 1.4
3.9 1.7
4.4 2.0

5.2. 2 1.5
6.2 2 1.8
7.6 3.0

6.7
8.0

10.6

80.4 6.3
146.8 10.3
206.8 10.1
228.3 9.31976 4.6 2.1 9.2 3.4

1977 4.9 2.2 11.1 3.7 14.8 254.2 9.4
278.0 9.61978 4.9 2.2 12.3 4.1

9.61979 (est.).... 4.9 2.3 13.6 4.3 17.9

The SSI program began Jan. i, i974. Numbers for prior years represent the number of
blind and disabled recipients under the former Federal-State programs of aid to the aged,
blind, and disabled.Combined Federal and State expenditures for benefits paid to blind and disabled re-
cipients under the former Federal-State programs of aid to the aged, btind, and disabled.
Figure forfiscal year 1974 combines the expenditures,under both programs.

(95)
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1. DISABILITY INSURANCE

The disabihl;y insurance piogrtm has grown in caseload size and
costs vell beyond what was originally estimnle(l. In ptrt, the growth
of the j)IOILm reflects legislative changes which have expanded
covel age and benefits. Much of the growth, however, must be ascribed
to other causes such as de facto liberalizations as a result of court
decisions, weaknesses in administration, and greater than anticipated
incentives to become or remain dependent upon benefits.

At the time the disability insurance program was enacted in 1956,
its lone-range cost was estimated to be 0.42 percent of taxable payroll.
The "sigh cost" short-range estimate indicated that benefit outlays
would reach a level of $1.3 billion by 1975. Under the 1979 social se-
curity trustees' report, the long-range cost of the program is now
estimated to be 1 .92 percent of taxable payroll. Benefit payments for
1975 totalled $7.6 billion, and benefit payments for 1979 are expected
to total approximately $14 billion. (Note: at present payroll levels, 1
percent of taxable payroll is roughly $10 billion.)

Table 34 shows the changes in the estimated costs of the program
over the yeai's since it was first entcted. Many of the cost increases in
the eu'lier yenrs ai'e attributable to changes in the law broadening
eligibility. The lust major change of this type was enacted in 1967.
The reductions in long-range costs after 1977 are partly a result of the
new benefit computation for all social security benefits adopted in the
1977 amendments and of the iricieise in the tax base under those
arnen(lments. (An incIease(.1 ttx base has the effect of "lowering" the
cost. of the I)loam as a pcL'eent of taxLbIe payroll even if the actual
costs of the program in. absoIue terms remain unchanged.) The 1978
reduction in long-iange costs reflects an actuarial assumption based
on a somew1iit lowei award iate in the lmst year or two.
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There are now about 2.9 million disabled workers receiving DI

benefits, increased from 1.9 mtllion in 1969. This represents a 107
percent mcrease over a 10-year ieiod (luring which there was no
major legislative expansion of eligbiiity requirements. Currently, in
•n1ldition to the disabled workers who are receiving benefits, there are
benefits being paid to about 2 million dependents of disabled workers.
(See table 33 for the number of benefits by type of beneficiary in each
State.)



TABLE 33.—OASDHI CASH BENEFITS

INumber of monthly benefits in currentpayment status, by type of beneficiary and by State. at end of June 1978)

Wives and : Persons

Retired
State I Total workers I

Disabled
workers S

husbands4 of—

Retired Disabled
workers workers

Children5 of— Widowed
mothers

and
fathers6

•

Widows
and

widowers7

with
special
age-72

Parents7 benefits
.

Retired
workers

Deceased
workers

Disabled
workers

Total 34,067,797 17.923.874 2.857.843 2.941,839 491,352 662.080 2.799.492 1.511.543 569.192 4.147.505 17.742 145,335

Alabama 615,337 274.014 58,610 56.372 11.818 17.65 64.874 34,148 13,920 81.862 621 1,439
Alaska 18.973 7.953 1,460 993 273 852 4.42 1.064 70 1.197 r2 1

Arizona 375.863 205.227 31.718 34,566 5.853 7.655 31,573 16.820 6,115 35.153 176 1,00
Arkansas 427.365 203.305 44.164 42,801 9.050 10.761 31.575 26.131 6.407 51.154 239 1,778
California 3.065,496 1,676.896 291.546 247.490 40,284 56.85S 234.812 131.659 44.108 326,720 938 14,187

Colorado 314,998 166.690 24.174 30.118 4.121 5.141 28189 12.452 5.375 37,101 82 1.555
Connecticut 455.115 273,258 30.771 32,221 4.014 6,487 32,473 12,92 6.616 53.556 167 2,610
Delaware 81.633 43.585 6,739 5,878 976 1.407 7,947 3.363 1.570 9.845 28 295
District of Columbia.... 89,042 48.408 8.055 4.805 613 1.667 10.433 2.830 1,881 9,721 59 569
Florida 1,859,607 1,105.027 139,670 173,156 22.3 13 26.887 107,859 61,862 22.077 194.028 573 6,155

Georgia 734.200 333.080 86,296 50,551 14.425 14.782 82.945 47.340 16.575 84.546 592 3,058
Hawai 102,953 54.853 6.693 9.208 1.057 7.376 9.257 3.60) 1,91 8.435 74 450
Idaho 122,864 67.814 9.030 12.164 1,568 2,385 10.021 4.642 1,735 13,021 26 458
Illinois 1,594,772 882.122 110.622 129,28 15,49 25.355 139.771 51,955 26.935 2O1,43 794 7.981
Indiana 793,795 426,509 61,593 67.373 10.131 12,870 65,291 32,86 12.678 101.339 283 2,859

Iowa 482.046 269.754 27.744 53,951 4.500 7,066 30.083 12.689 5.768 66.672 95 3,724
Kansas 366.151 209,108 20,521 38,963 3,080 5,382 23.401 9,496 4,217 49.139 87 2,757
Ketucky 582.470 262.455 55.570 58.591 14.035 13,226 50,362 37,302 11.297 77.431 363 1.838
Louisiana 568.944 227.680 59.362 53,274 14.464 13.880 62.845 43.534 13,841 77,027 325 2,712
Maine 190.877 105.734 14.885 15,715 2.876 3,213 13,495 8,688 2,755 .22.710 74 732

Maryland 502,251 268.189 39,037 37.204 5.235 8.335 50.496 16.751 9.892 64,085 289 2.738
Massachusetts 894.721 528.358 61.561 63.847 9.467 12.044 63.335 28.620 13.700 109.162 320 4,287
Michigan 1,316.999 667.692 115,690 114.284 19,429 23.699 117,797 61.222 23.187 169.098 556 4,345
Minnesota 599.767 340,603 32,643 63.557 5,343 11.831 41.844 16.289 7.895 75,429 131 4,202
Mi6sssippi 417.7.2 181,735 43,425 35,832 8.631 14,472 45,368 28.885 9,002 48.832 364 1,180

Missouri 840.158 457.278 65.438 76.923 11.152 13.909 60.773 33.639 11.918 105.298 259 3.571
Montana 114.225 60.251 8.611 10.767 1.540 2.363 10,278 4,650 1,788 13,317 41 619
Nebraska 248.112 142.411 12.859 27.299 2.008 3.520 16.462 6.147 2,964 32.359 57 2 026
Nevada 80.587 44.780 7.971 5.098 1,111 1.307 8.114 3,424 1,493 7.051 18 220
NewHampshire 133.503 81,090 8.989 9,428 1,411 1,913 9,528 4,427 1,882 14,117 26 692



New Jersey 1.116,429 627.594 93.755 78,410 13.376 15,344 85.425 42,111 18.497 137.070 558 4.289New Mexico 162.882 73,812 14.447 15.353 3.852 4,818 18.611 11.435 3.995 15.852 149 558New York 2.837.044 1.601,i50 236.823 198,014 35.983 46717 210.467 114.856 43,061 335.158 1.338 13,2/7North Carolina 846.938 415 521 87409 62 786 13 831 16.444 87,935 41,897 17,737 99.671 682 3,025North Dakota 101.517 54b13 4:969 13:089 '973 2.47 1 7.349 2,679 1,380 13.402 30 62
Ohio 1.580.052 793.524 134,786 146.346 23.286 25,074 130,707 70.437 26,771 222.000 591 6,530Oklahoma 469.551 241,873 39.869 48.363 7 184 7.823 33.242 21.079 6.486 61.554 193 1.885Oregon 339,256 227.210 30.931 33 187 4:830 6,228 25,963 13,696 4.591 41.054 84 1,482Pennsylvania. 1.989.240 1,070,588 160.558 174289 25.502 27,480 140.850 66,767 31,690 281,770 1,038 8.708Rhode Island 161,951 97.091 13.417 9,966 1,844 1,954 10,394 5,634 2,242 18.559 57 793
South Carolina 422,000 192,561 48.465 26,739 7,934 8.724 52,560 25,054 11.057 47,034 388 1.484South Dakota 116,565 63.407 6.338 13.657 1.145 2.336 8.473 3.133 1.576 15.596 20 884Tennessee 705.111 334846 71,994 64.274 13399 15,229 61.416 38.972 13.002 88.461 564 2,954Texas 1.739.311 848,716 134.944 177,315 26:361 39,727 165.883 79,416 34.676 224,657 1,051 6.565Utah 138.238 75,558 8.924 13.545 1,626 2,762 13,353 4.904 2.306 14,841 29 390
Vermont 77.860 42.723 6.066 6.542 1 127 1.283 5.716 3,385 1.169 9.416 29 404Virginia 680 538 335.210 63,051 54.531 11:611 13.149 66608 33.115 13.675 85.646 514 3,428Washington 547495 312.086 42,665 46.898 6.399 9.118 39.991 19.718 6.669 61.383 130 2.438West Virginia 354,773 146,469 39.348 35.212 10,495 8.748 28.559 25,126 6.933 52.349 286 1,248Wisconsin 740.366 419,655 47,866 70,331 7.870 13.330 51.121 24.814 9,609 91,589 167 4,014Wyoming 47.410 26.629 2,798 4,333 411 842 4,545 1.348 775 5.484 18 227
Other areas -

American Samoa 2,036 349 100 . 184 56 391 545 228 127 51 5 0Guam 2,654 679 160 221 46 248 825 191 182 97 5 0Puerto Rico 536.205 164.746 73.426 48.757 22,976 38,898 49,468 93.705 10,943 32.229 1.037 20Virgin Lsfands 6.851 2,990 .433 532 77 520 1,280 364 232 409 14 0
Abroad 304,974 138.315 8,854 37,228 2.881 18,122 32.543 8,029 9,569 48,329 1.096 8

* Beneficiary by State of residence. I Includes surviving divorced mothers and fathers with entitled* Aged 62 and over, children in their care.Underage 65. 7 Aged 60 and over for Widows, widowers, and survwing divorced4 Includes wife beneficiaries aged 62 and over nondivorced and wives, and aged 62 and over for parents, Also includes disableddivorced, and those under age 65 with entitled children in their care. widows, widowers, and surviving divorced wives aged 50 to 59,
$ Includes disabled persons aged 18 and over whose disability

began before age 22 and entit'ed fuli.time students aged 18 to 21. Source: Social Security Bulletin, March 1979/vol. 42, No, 3.
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TABLE 34.—GROWTH IN ESTIMATED COST OF DI PROGRAM

Estimated cost

Long-range
(as percent I 1980

Year of esUmate of payroll) (millions)
projection
(millions)

1956
1958

0.42
.49

$379
492

(2)

$1,380
1960 .56 864 1,550

1965 .67 1,827 2,211
1967 .95 2,068
1973..., 1.54 6,295 NA
1975 2.97 9,640 NA

1976 3.51 12,715
1977 3.68 14,822 16,817
1978 2.26 16,532 16,532
1979 1.92 17,212 15,600

I Short-range represents intermediate estimate of cost for second year after the
year of estimate.

2 No 1980 projection made; 1975 costs were projected to be $949,000,000.
NA—not available.

Source: Estimates prepared by the Office of the Actuary of the Social Security
Administration in connection with legislation (1956—67) or as a part of annual
trustees' reports (1973—79). Short.range costs shown in this table are benefit
payments only.

The following table shows the number of awards by cilendir year
over the last decade. The number of disabled worker awards in the
last 5 years has been about 2.7 million. Through the 1968—78 period
the annual number of awards rose from an average of about 340,000
for 1968—70 to a peak of 592,000 in 1975. Following 1975, there was
no longer a steady upward trend. instead, the number of awards in
1976—77 was nbout. 5 percent lower than in 1975. The 1978 decrease
was even sharper, to a level about 23 percent below that of 1975.
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TABLE 35.—DISABLED-WORKER BENEFIT AWARDS, 1968-78

Awards per
Number of 1,000 insured

awards workers

Calendar year:
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978

Source: Prepared by Robert J. Myers, consultant tà the Committee on Finance

Fo1lowinz the rapi(l increaes in the number of aj)))lications for
title II worker (usability in the first half of the 197O', there has been
a distinct. leveling off, eve.n a decrease, in the number applying. rfhe
(tecreae, however, ha not, been as significant a the decrease in the
number of awar(k. In the same period referred to above, 1975—78,
title II diabIed worker aI)1)lications dec1ea4ed by about 8 percent.
The most recent statistics available for 1979, however, show that for
the first. 5 months of this year the number of applications has been
slightly higher than for the corresponding period in 1978.

TABLE 36.—TITLE II DISABLED WORKER APPLICATIONS
RECEIVED IN DISTRICT OFFICES, 1970 THROUGH 1978'

[In thousands]

1970
1971
1972
1973
1974
1975
1976
1977
1978
January—May 1978
January—May 1979

I Calendar year.
Source: Social Security Administration.

323,514
344,741
350,384
415,897
456,562
491,955
535,977
592,049
551,740
569,035
457,451

4.a
4.9
4.8
5.6
6.0

6.3
6.7
7.1
6.5
6.6.

5.2

868.7
943.0
947.5

1,067.5
1,331.2
1,284.7
1,256.3
1,235.5
1,184.8
485.6
489.0
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tABLE 37.—DISABLED WORKER APPLICATIONS: RECEIPTS IN
DISTRICT OFFICES BY QUARTER BY CALENDAR YEAR

Jan—Mar. Apr.-June JuPy—Sept. Oct.—Dec. C( total

1970:
Number 199,300 221,400 231,500 216,400 868,700
% of preceding qtr
%ofsamepdyrago....

112
110

111
119

105 93
?L28 122 120

1971:.
Number 234,000 1 243,400 233,500 213,100 1924,000
%of preceding qtr
%ofsamepdyrago....

108
117

104
110

96 91
101 98 106

1972:
Number 240,700 237,000 241,700 228,100 947,500
% of preceding qtr
% of same pd yr ago....

113
103

98
97

102 94
104 107 103

1973:
Number 268,400 267,000 273,200 258,800 1,067,500
%ofprecedingqtr
%ofsamepdyrago....

118
112

99
113

102 95
113 113 113

1974:
Number 361,300 343,600 321,600 304,700 1,331,200
% of preceding qtr
%ofsamepdyrago...

140
135

95
129

94 95
118 118 125

1975:
Number 326600 331,000 326,500 300,600 1,284,700
% of preceding qtr
% of same pd yr ago....

107
90

101
96

99 . 92
102 99 96

1976:
Number 305,700 1 311,600 322,000 294,000 11,233,300
%ofprecedingqtr
% of same pd yr ago....

102
94

102
94

104 91
99 98 96

1977:
Number 322,000 319,300 317,300 277,400 1,236,000
% of preceding qtr
% of same pd yr ago....

110
105

99
103

99 87
99 94 100

1978:
Number 294200 306,600 306,000 279,100 2 1,185,900
%ofprecedingqtr
% of same pd yr ago....

106
91

104
96

100 91
96 101 96

1979:
Number 299,300 306,830
% of preceding qtr
% of same pd yr ago....

107
102

103
100

53d week omitted: 1971—19,000 applications; 1976—23000 apphcations.
'The difference between this number and the number shown in the preceding table is due

to differences in rounding.
Source.: Social Security Administration.

2. SUPPLEMENTAL SECURITY INCOME

When the Congress wiis considering the enactment of the supple-
mental security income legislation in 1972, t.he estimates it had before.
it did not accurn.t.ely portiiy the future nature of the caseload and
costs of the j)rogram. Nor was there any testimony t•hitt indicated how
the irnplemontnr.ion of the prognirn might affect. the administrative
capacity of the Social Setirjtv Administration, and, most particularly,
the capacity of the (lisñbilitV fl(ljtl(liCfltiOli structure.

Most. of the. 1ic,iion leading Ilj) to coturc.iona1 pasago of SSI
Nn t('re(I on serving lie ag'd pnpiil ion. Congres acopted sIimah sf (lw Administrat oii indir:tt iwr tlit, the S I j)opIlat ion would con—
inuo to be c.ompoed larlv of the aged. The Administration esti—
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mated thtt, by the end of fiscal year 1975, there would be almost two
aged beneficiaries for eveiy (lisabled beneficiary. Wrhile it was foreseen
that the number of persons receiving disability benefits would grow
under the new pi'ogi'am, it was expected that the number of aged bene-
ficiai'ies would grow even more.

'l'lie. Administiution's eni'lv eslimal:es on the number of peisons
who would qualify lot (liabili1.y paymenk uindem' thI( I progi'am ap-
pear to havo Iwen (I ovelope( I sorn ewIHm t Ii a phiazar( Ily. It apj)ardntly
relied priiiiamily on the Survey of the Dknbled con(Iucte(! by the Dc—
I)artrnent ol Fical Lii, Education, and WTeIIame in 1966. Looking to the
future, the Administration estimited that the annual growth rate for
SSI (usability would be 2 percent, as compared to Administration
estimates of 5-percent caseload growth under the then existing law pro-
jected into the future.

Even the higher projection for existing law did not seem to take into
account what had actually 1.)een happening tinder the program of aid
to the permanently an(l totally disabled. In the period December 1968
throuh December 1971 the disability rolls increased from 702,000 to
1,068,000—an increase of 52 percent..

In its budget. jut1ifica1.ion for 1974, the first. yeir of the SSI program,
the At!minklLat.ioii ('stimtte(I t1ii1 by June 1974 I here would be 3.1
rniflioii ag((! 011 LIW tolls, an(1 1.7 ni II ion (I ial)Ie(l . In June 1974 there
were ad wi11y 2.1 million 1ge(l and 1.5 million (his1J)lo(l on the rolls;.
The Adniinitration alo estim led ut I hat. time I hat. by June 1975
there would be. 3.8 million aged and IS million disabled. tfhe figure
for the diable(I turned out to be acciirate—thei'e were 1.8 million dis-
abled persons receiving benefits in June 1975, but the figure for the
age.(I was only 2.3 million. Moieover, the overall estimate for the dis-
abled.was realized even though the e.tirnate for di,abled children of
250,000 ws still less than one-third realized.

lii calndui vents 1974 and 1975, the fiist.2 yeursof the SI program,
the disability enselond inci-eused substantially, from ubout 1.3 million
indivi(luals in luiiuuiiv 1974 to about 2 million 2 veits later. Since that
lime the. ctwi1 nurnbei' of persons receiving payments on the basis of
disability his flJ)petPd to be stnbilizinr.

1Iovcvt'i, the jnogrim is nonethiclss becoming a program that
i incieniiulv dominut ('(I by 11w (lisabilitv ftspects. Out of t.he 4.2
million jwruns t 'ivin bnnvhls, 2.2 unil lion cnie onto tho rolls as
11w rt'ILlt of h('in (h'tPrffllnpd IC) be (lisul)led. (319,000 of these in—
divitluls liivv now reIchNl m.!o 65, but nrc i ill lisil l:v SSA as being
dbled. 't I uhle ;7 or u. taI—by—SIIt li1ing of recipients.)

Pviliip most in I icn I 1v' of tlt jwIoiniuance of disability issues in
th progni m it'e I ut' uiguites showing numbers of applicants for benefits.
About SO porrvn I of 'iI! apj)lica liotis ate now- being made on the basis
of (lial)ilitv. This luis been the case since 1976. Tn addition, about
two—thuids ot, all wu'(k nla(Ie in recent years have been made to per-
sons th'Ieriiiined to be (lisabled. (See table 40.) Program expenditures
a IzO r('flect I 1i' n timbers ari I rein tively higher average SSI payments of
the disa.bk'd SI popitinlion. About 60 percent of all SSI expenditures
now o to J)ersOfls who have been (let erniinetl disabled. (See table 41.)

t the present t ifll(', more tlmn 1 iìì illion, or nearly half of all dis—
iul)illtv n ppIicit ions iec'ived in social secui'ity district offices, are
applicnhio!ls br SI benefits. In 1974, the first full year of the SSI
progniin, then' w'ie fewer than 800,000 applications, compared with
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1.3 million title II applications. Over the 51. years of the SSI program,
SSI disability applications have increased steadily as a percentage ol
all disability applications. Persons working with the disabilityprogiams.
generally a.re agreed that the establishment of the SSI disability pro-
grain, acting as a kind of out-reach mechanism, had the result of in-
creasing the number of applications for title II disability.

•

•

'

TABLE 38.—SUPPLEMENTAL SECURITY
AGED, BLiND, AND DISABLED, [Number of

INCOME FOR THE
persons receiving

.
federally, administered payments, by reason
State, March 19791

for eligibility and

:

5tate Total Aged Blind Disabled

Total' 4,229,782 1,956,318 77475 2 195,989

Alabama2
Alaska2
Arizona2
Arkansas
California

140,182
3,205

29,264
82,489

701,724

84,301
1,278

12,318
47,879

319,032

1,914
68

530
1,574

'17,284

53,967
1,859

16,416
33,036

365,408

Colorado2
Connecticut2
Delaware
Districtof Columbia.
Florida

32,927
23,496

7,195
14,908

169,271

15,322
7,991
2,753
4,293

86,696

362
313
185
197

2,579

17,243
15,192
4,257

10,418
79,996

Georgia
Hawaii
Idaho2
Illinois2
Indiana2

158,406
10,147

7,601
125,997
41,579

77,482
5,189
2,968

38,501
16,672

2,943
146

93
1,697
1,068

77,981
4,812

.4,540
85,799
23,839

Iowa
Kansas
Kentucky2
Louisiana
Maine

26,557
21,621
95,667

143,097
, 22,782

12250
9,161

46,909
73,544
10,921

1,081
322

2,034
2,182

286

13,226
12,138
46,724.
67,371
11,575

Maryland
Massachusetts
Michigan
Minnesota2
Mississippi

48,599
131,641
118,214
34,191

115,947

17,046
73,735
42,397
14,479
67,313

574
4,977
1?729

644
1,828

30,979'
52,929
74,088
19,068
46,806

Missouri2
Montana
Nebraska2
Nevada
New Hampshire2.,..

89,169
7,340

14,144
6,444

• 5,455

46,509
2,679
6,212
3,518
2,319

1,502
140
243
406
132

41,15a
4,521
7,689
2,520
3,004



New Jersey.
New Mexico2
New York
North Carolina2
North Dakota 2

Ohio
Oklahoma 2
Oregon 2
Pennsylvania.....
Rhode Island

South Carolina-
South Dakota
Tennessee
Texas
Utah

Ve rn 0 nt
Virginia
Washington
West Virginia-
Wisconsin
Wyoming
Unknown

Other areas:
Northern Mariana
Islands3
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TABLE 38.—SUPPLEMENTAL SECURITY INCOME FOR THE
AGED, BLIND, AND DISABLED [Number of persons receivèng
federally administered payments, by reason for eligibility and
State, March 1979]—Continued

state Total Aged

84,617
25,717

377,901
143,548

6,862

123,832
72,657
23,016

170,207
15,506

84,287
8,377

133,899
269,678

8,084

9,083
80,461
48,541
42,703
68.883
2,023

57

33,452
11,104

147,302
68,300

3,701

40,268
39,161
8,113

63,345
6,361

40,934
4,240

66,807
160271

2651

3,947
37,604
16,992
15,802
32,987

928
17

Blind Disabled

1,021 50,144
441 14,172

3,970 226,629
3,330 71,918

65. 3,096

2,313 81,251
1,064 32,432
536 14,367

3,620 103,242
184 8,961

1,884 41,469
132 4,005

1876 65,216
4,126 105,281
162 5,271

120 5,016
1419 41,438

546 31,003
626 26,275
958 34,938

26 1,069

23 197584 364

I Includes persons with Federal SSI payments and/or federally administered
5tate supplementation, unless otherwise indicated.

Data for Federal SSI paymerts only. 5tate has State-administered supplemen-
tation.

Data for Federal SSI payments only; State supp'ementary payments not made.
Source: 5ociaI security Administration.
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TABLE 39.—SSI APPLICATIONS, BY CATEGORY, 1974-78

Calendar year Total

Blind and
disabled as

Blind and a percent
Aged disabled ol total

1974.
1975
1976......
1977......
1978

Calendar year

1974
1975
1976
1977
1978

Total Dsability2

$2,556,988
3,072317
3,345,778
3,628,060
3,881,531

Disability as
percent
of total

50
54
57
59
61

Federally administered payments.
SSI program record.keeping maintains individuals on the rolls as disabled after

they have reached age 65. Iii 97S about $300,000 was paid to disabled individuals
in this category.

Source: Data proviied by the Social Security Administration.

fl ( ' i: oi
I II( P (iit1 (IiS( II()U Sh()\VS, t hC CXJ)CItS LV(' IUI VeIV Lrleat

(iItI1(klh\ (tiInnting I)o\\ tI( IIsUI)iIitV \VUUId (leVelOt), 1l(I
hey h ye h(((ue.I1I Iv been \vtoU. L'he hnve Iowl(I it eqwilly i ifficult

to t)Iflt)fflhlt the NNISOI1S lui tO\VtlL ill the (IiStbiIity t)I),iilIflS, 1)UtiC—

2,296,400
1,498,400
1,258,100
1,298,400
1,304,300

926,900
377,400
254,400
258,500
257,900

1,369,500
1,121,000
1,003,700
1,039,900
1,046,400

60
75
80
80
80

Source: Data provided by the Social Security Administration.

TABLE 40.—NUMBER OF PERSONS INITIALLY AWARDED SSI
PAYMENTS'

Year
Tota' SSI

awards Disabled

Disability as
percent
of total

1974 890,768 387,007
1975; 702,147 436,490
1976 542,355 365,822
1977 557,570 362,067
1978 532,447 348,848

43
62
67
65
66

Federally admInistered payments.

Source: Data povided by the Social Security Administratèon.

TABLE 41.—SSI BENEFIT EXPENDITURES'

6,134,085
6,371,638
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iiliu'ly in the .(IisiIbthty insiiraiice program. The growl h that. l(nhlc
)laee, primarily in t lie first half of the 1970's, wou 1(1 seem to I tave
evele(l off. But there is still no consenSus on exactly why it happened
the weight to 1)0 given to various factors, or even on whether I lie
lwriod ol rapid growth is over.

1. 1N('H1.\sI4 ix i iltAnlrATv j'ii ii•:xi '1 1UA'r1s

'I'Iie I able below shows statidit.n IlZe(l ( IiSOl.)lIit.V ifl(i(Ie.11('e ia I es
under the disability nisunuice )iogram for the period 1968—75. As
can be seen, the rat e.s show an almost steat lily incieasint treat I hoiii
1968, a ltliough appearing to level off in 1 97:---75.

TABLE 42.—STANDARDIZED DISABILITY INCI DENCE RATES
UNDER Dl, 1968-75

[Rates per 1,000 insured]

(Reprinted from Actuarial Analysis of Operation of Disability Insurance System Unler
Social Security Program," by RobertJ. Myers. appearing in a committee print of the Subcom-
mittee on Social Security of the Mouse Ways and Means Committee on Actuarial Condition
of Disability Insurance. 1978,'' Feb. 1, 1979. p. 7).

Percentage
Standardized increase

rate 1 over 1968

Year:
1968... 4.46
1969... 4.29 —4
1970... 4.77 +7
1971... 5.25 +18
1972... 6.00 +35
1973... 7.20 +61
1974 7.14 +60
1975 6.85 +54

I Overall incidence rate based on age-sex distribution of pirsons insured for
disability benefits as of Jan. 1, 1975 (as shown in table 50, ' Statistical Supplement,
Social Security BuUetin," 1975); and on incidence rates by age and sex as shown
in ''Actuarial Study No. 74" and ''Actuarial Study No. 75," Social Security
Administration.

Social Security Adinnust rat ion act unties at tempte I to assess the
reasons fur tIn' il1(I0n5e ill illci(Ielice tales iii a report published in Jan—

I 977, ''Exiwrience. of I)isableil—Woikei' Bejiefits under ( )AS[) I,
1965-74.'' 'l'lu'ir iuiid-$s ponits to a variety of factois, including in—
cIea.st's iii hetielit levels, high utiemplovinetit rates, (hailges in at lit iii Ic
of I lie population, and adniinislialive fact.ois. These factors, asiula.—
lvze I b I In' fl.ctttil.li('S, i)le wart Ii cOIisn lelill ill Some t letiul

St ailing oil their (hIs('ussioil, (lie act uaries observe:
We believe that pail of (lie Iccetil increase iii incidence

rat e.s is d tic to the rapid rise in benefit. levels since 1 970, pal—
ticularly when lneasurei I in terms of pie—disability earnings.
l'rom f)ecember 1 969 to December 1975 there were i.enenLl
l)efleflt Uiciea.ses iunountjn to 82 pel(:ent. Also, effective in
1 97:, medicare, benefits became available to disabled worker
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1)CIlCfi('] 15 who hitive hecit (111 it led for at least 2 veers.
We also believe the 511011 computation penool for the )'OUit'
workers, the weighting' ol the benefit lot niuhi for lu low
inonio' w'oikeis, iiitol the ii(l(litiO1itl henelits tyithie when
the wol ker I olo'pen(Ien is citit pl.'ovide esi;eeinfly at lraot ive
iteitefits to bclicuiciltlies in t hese (ateiones. It is possible under
the present lormulu 101 these b€nefcuii'ies to FC(C1VC moae ill
disiihilitv benefits than was included in their take—home ply
while they w'ei e'vorking. Benefits this high become tin mccii—
n e to lift I cI tim ot (lisabilit) L. iicftts, 111(1 to I m stu the

churn through, the ul)l)eUate procedures. (p. 5)

lit I htliSiuiittiiig the Adn':inst ration's l)1'0P05 (liallgcS iii t1' DI
)I 01 till ill \Iti I ( Ii ol this c ii, 101 liii I ( (let U ' ol hEW Jose1 li
(;iiiFiito pointed out 1 hat, in fact, 6 percent olDi beneficiaries receive
1110)1 o th i oIILh then 1)1 benehts ii lotte lb in thei ni ((II. w liik w 01 kuiti,
and that 16 petoelit have benefits which eNoeed 0 percent of their

Ulo) I I1C t ca 1iluflL°S..
The actiaries believe that another factor in the increase in incidence

rites: 1 the high urernpioynieut tate that the ountry eq)enenc(1
ci tet ] 970 '1 ho at gite that ph 511 ail\ impau ed molividuals inc moie
likclv to apply for benefits if they lose their jobs in a locession than
tluiitnr an econonuc epaiisio1t wlteii they (an retaill their job.

•

Aoconlin to the aotnaries,• tuio'tliei fuctoi iiiflutencing increases in
flu 1(l( no o. I ties is chahl2o iii itt it nile J I iboi itlilL on th i, tlieir
hit ,t a t( t liii ''It 1" lU(55il)l( tli it I li( illiptl it od li cs ol 10(1 i (I0

.'1iflt eel the aittt' S0(iilI I)Iestiie to !eruulmn piotltictivut 115 oliol thea
(AtuiItt( tpni 1', a', 1(00 iit1 115 tIt( litti I%O''. '' I lie iu 1111111(5 o1uotc Jo>liii

\I tilt ii ( O1isUhtiIL._ titU 111i 1111(1 0 \)( it iii tie field of ili a1)ility Hi

sin nec Ito 0 olnIllo H t NI iii a I polt to I lie lion—c '0C1i1l '' 0111 liv ii1
coituniUo 1' 011 the 5(ibj 1 ( t i ( na tui e of tIn state of disitbilit'

I li tindet l illL 1)1 oltlem iii pi 0 1(11111. 111(1 iii Inliiu—t( i lnL

in pi in ol di ibilit iui.nt inoe i. the ( \trlil( ,nh1e( tiVit\
ol I lt( t itt. ot (ii. ilititi \ lit i' 0 1 ti I ii 1(1 .1 a 0 ot'lol I e d

ii'.,—. d it k n2tl 1101 illui.ti tool 'lb iii ilni.t en(lIo 5', Iii l'
ol —t i,itio bitt it 0 iii I)(.t II \ ,iitil ,o ii h\ oo(nll)liiin.L i

ii:c'lrn icI!er 0)1 I 1oI)ert i4'ns —'teV('iiso1l vitlt any t).'picil
extinhtle tI the tlnlltitu(ii' ol in.ihuilitot:' )Ci50115 flOl\' tli'aw'iiig
di— ihilit h nefit lio oottld h LI idall cnhl)loU(l ii ('i) the
necessary tuotival jail existed. and tb) till 'iuployneltt. 01)1)01—
tiuit vithiun tlu'ii l)it'5('iil 01 l)o)tefltial (1iliI)i1it1'. were pies—

('itt 01 itiade a.vnilahh Thus I lie jtiohlciii is TiOt smniply ofle
0)1 tunuliotil (lmn!no)si4 'ihie t'ill to oi'k, the eo:oliomic climate

• and the 'rehinldlitat 10)11 (t VlI'OllTllO'ilt' 0ilI'Veif1'hi the n'Ie(liclll
condition or tiobleiii iii iiiiny, ii hot iii itiost . (sO'S.

(Reliotts of (1oiisnltants oii Acl'iiiiiial ,Iil(1 I)efinutioniul
\speots of Sooitd .eoiiimty 1 )isiihilitv .1 nsiliiiiice, to the sub—

eo)lIifltit tee on .0(aill eritnty ol the ('ommittee on Ways anti
\ I o'aius, U.. ilonise ol Represent utives, p 24.)

Tue utitluors ttt'io' iIilt\'ill(ilg to at timbutte the iiioie,se ill (liStbilitV
inoulence rates to these hi(to)hS to) any Specihe degree, and observed
(lilly thiiit they were responsible for huge part'' of the increases.
Bevoiitl tiutit they ;tiite : 'We feel that 50111t' ;l(lT1iiIlistr1ltiv( lncto)rs
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this re(lUCtion in the incidence of disability was not
anticipated and its causes are not very clear, so it is uncertain
whether the trend will continue in the future. Thus, the
higher D trust fund levels projecthd in this report (as corn-
pared to last year's report) are contingent on the realization
of the lower incidence rates assumed in this yeai"s iport.

Under these assumptions the DI benefit roll is projected to rise from
a level of about 49 million beneficiaries in 1q79 to 78 million in the
year 2000.

C. UNFAVORABLE RECENT ECONOMIC FORECASTS

Reports of the trustees in recent. years have made projections of the
financial soundness of the social security programs using three dif-
ferent sets of economic and (I emographic assumptions. These assump-
lions, referred to as optimistic,. intermediate and pessimistic, are
intended to give a picture of the financial condition of the program
under a range of potential circumstances which could arise m the
future. Traditionally for purposes of a general discussion •of the fi-
nancial condition of the programs an(l for pricing proposed legislative
and- policy changes, the int.eiinediat.e o1, as they sometimes are re-
ferred to, the central set of assumptions are useL

While the current forecasts under the optimistic an(l central sets of
assumptions show that both the ()AI and Dl programs are adequately
financed in the short. run, the pessimistic assumptions show that at
least the OAST progi8m could run into financial (hificulty beginning
as soon as 198 or 1984. Reserves in the OASI trust fund would fall
to an extremely low level by the end of 1983. Di reserves appear to
be adequate even under these conditions. The trustees caution—

that although a positive balance is projected for the OASI
trust- fund at- the end of each year through 1983, under the
pessimistic assumptions, the assets at the end of 1983
would not be large enough to cover the entire amount of
benefits that are payable at the beginning of the following
month. This kind of cash-flow problem becomes imminent if,
fit any time, the trust lund !ills to less than about 9 percent
of the following 12 months of disbursements. Under the
pessimistic assumptions, the OAST trust fund would begin to
experience cish-fIow difficulties early in 1983. The cash-flow
problems would irise because almost all of the benefits for a
given month are pavible, generally, on the third (lily of the
following mont Ii, while (ont iibut ion income is rc'ceive(l more
or less urn Iormly throughout the month, on a daily basis For
txnnipl'. the henefit for 1)eernbei 19S3—estimatcd to be
ahoit t $1 2 hill Ofl lIfl(l('r nlteriint:ive .111 (the pessimistic
assumpt.ion)—aie pnyable. on Ja.nuiuy 3, 1984, before any
sigmficint amount of income can be added to the fund's
estimated isse.ts of $8.3 billion on December 31, 1983

They point out further thnt. a "severe or prolonged economic down-
turn" could lead to this pessimistic forecast for the program.

While the trustees' report is onlya few months 01(1, recent. economic
forecasts ol the Administration, the Congressional Budget Corn—
mit-tees, and a number of other forecasters indicate that the economy

47—54—79———7
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is not moving in line with the central set of trustees' report assump-
tions. Generally, these forecasts are now more pessimistic and indicate
that. a recession has begun coupled with a continuing high rate of
inflation. For social security, this means higher than. anticipated
outgo, with increases in revenues which do not keep pace with the
additional outgo.
1. Administration "midsession" forecast:

• The Administration's recent economic forecast, which accompanied
its "miclsession" report to the Congress on the budget, indicates a
higher, rate of inflation and higher unemployment than reflected in
both its January budget submittal and the trustees' report inter-
mediate assumptions.

This forecast falls between the trustees' intermediate assumptions
and the pessimistic ones, but closer to the:pessimistic ones. OASI re-
serve balances fall to 10 percent of one year's outgo by 1984 under the
niidsession assumptions, as compared to 5 percent under the trustees'
pessimistic assumptions.

Either level is considered to be too low for cash-flow purposes.
Balances in the DI trust fund, on the other hand, are more than ade-
quate under both economic scenarios.

TABLE 27.—OASDI TRUST FUND RESERVES BALANCES

[As a percent of 1 year's outgo]

.

Trustees'
intermediate

OASI DI

Trustees'
pessimistic

OASI DI

M idsession

OASI DI

1979 30 29 30 29 29 29
1980 24 35 23 34 23 33
1981 19 42 16 39 17 40
1982 17 60 12 53 13 55
1983
1984 :.. 18 81

18 101
8 68
5 83

12
10

73
91

Source: Social Security Administration.

2. CBO economic iLpdate and tentative House and Senate B'udget Com-
mittee forecasts:

The Congressional Budget Office also prepared a midyear economic
upthtte for 1979 and 1980, indicating an even more pessimistic trend
thnn the Administration's forecast. not only through 1980,, but for a
number of subsequent years is well.

In a July 31, 1979 letter to the committee the director of CBO
states that estimates prepared by CBO for the House ad Senate
Budget Committees show that under their respective assumptions, the
balance in the OASI trust fund would fall between 5.4 percent of fiscal
year 1984 outgo (House version) and 7.7 percent of fiscal year 1984
outgo (Senate version). Once again, both would represent precariously
low OASI trust lund reserve levels. The DI trust fund would have fiscal
year 1984 reserves in the range of 5 percent to 60 percent of outgo.
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3. Cautionary notes by the Trustees and Director of 6130:
Because of the possibihty that economic con(lltions might move inthe diiection ot 1lia Iessirnistic Iwecast, in their 1979 report the

trustees recommended 1hit—
flO iediictjon be made in the scheduled revenues of 01(1

Age and Survivors Insurance and Disabilit.y Insurance tiutfunk without making provisions for offsetting reductions in
expenditures o alternative financing arrangements," and
that "it might be advisable to examine the need for flexibility
to reallocate funds between the two trust funds in the short
term.

The Director of CBO similarly suggested that "steps may have to be
taken to ensure the solvency of t.he OASI trust fund," a number of
which might alter the financing of DI.

rfhe following four tables compare these adverse economic forecasts
and show the impact they would have on the OASI and DI programs:

TABLE 28.—COMPARISON OF ECONOMIC ASSUM PTIONS OF THE
SENATE BUDGET COMMITTEE, HOUSE BUDGET COMMITTEE,
ADMINISTRATION'S MID-SESSION PATH, AND THE 1979
TRUSTEES' PESSIMISTIC PATH FOR CALENDAR YEARS
1979-1984

1979 1980 1981 1982 1983 1984

Unemp'oyment rate (average for
year):

Senate Budget Committee...... 6.2 7.3 7.0 6.3 5.7
House Budget Committee 6.2 7.3 7.1 6.9 6.6

5.3

Trustees' pessimistic path.... 6.3 8.2 7.4 6.9
6.3

Administration's mid-session
6.0

path 6.1 6.8 6.5 6.1
Percentage growth in real GNP:

5.8 5.6

Senate Budget Committee 1.8 1.0 3.8 5.3
House Budget Committee
Trustees pessimisbc path

1.8
2.3

1.0
—Li

3.5
5.4

4.0
4.1

4.0
4.0

3.9
4.0

Administrations mid-session
3.7

path 17 10 34 37 35
Percentage growth in CPI 35

Senate Budget Committee
HOuse Budget Committee.
Trustees' pessimistic path
Adrnnistratjon's mid.sessjon

10.6
10.6
103

9.3
9.3
89

8.4
8.6
7.3

7.6
7.8
6.3

7.5
7.1
6,0

7.5
6.8
6.0

path 10.7 8.6 73 6.6
June social security benefit

5.6

increase:
Senate Budget Committee 99 10.3 8.8 7.7 7.5
House Budget Committee 9.9 10,3 8.9 8.1

7.4

Trustees' pessimistic path 9,8 9.8 7.9 6.5 6.0
6,5

Admnistraton's mid.session
6.0

path 9.9 9.7 8.2 6.7 6.4 5.8

Source: CBO.
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TABLE 29.—COMPARISON OF 'COMBINED OASDI OUTLAYS,
BUDGET AUTHORITY., AND TRUST FUND BALANCES AT END
OF YEAR UNDER ALTERNATIVE ECONOMIC ASSUMPTIONS
AND ESTIMATING METHODOLOGIES

[In billions of dollars, by fiscal year]

1979 1980 1981 1982 1983 1984

OUTLAYS

CBO estimates:
Senate Budget Committee as-

sumptions 104.5 120.1 138.3 157.4 173.6 191.3
House Budget Committee as-

sumptions 104.5 120.1 138.3 157.6 174.4 192.0
Administration's est,mates:

Trustees' pessimistic assump-
tions 104.1 118.9 135.0 150.8 165.7 181.4

Administration's mid•session
estimate 104.4 118.9 134.6 150.1 165.1 180.7

INCOME

CBO estimates:
Senate Budget Committee as-

sumptions 102.0 116.8 133.8 156.7 177.4 199.1
House Budget Committee as-

sumptions 102.0 116.8 133.8 156.0 174.7 194.5
Administration's estimates:

Trustees' pessimistic assump-
tions 102.5 116.4 133.1 151.8 167.3 183.2

Administration's mid-session
estimate 101.8 117.8 134.2 154.0 170.6 187.2

TRUST FUND BALANCE AT END
OF YEAR

CBO estimates:
Senate Budget Committee as-

sumptions 32.9 29.7 25.3 24.6 28.3 36.2
House Budget Committee as-

sumptions 32.9 29.7 25.1 23.5 23.8 26.2
Administration's estimates:

Trustees' pessimistic assump-
tions 33.8 31.4 29.4 30.5 32.0 33.9

Administration's mid-session
estimate 32.8 31.7 31.3 35.2 40.8 47.4

TRUST FUND BALANCE AT END
OF PREVIOUS YEAR AS PER-
CENT OF OUTLAYS

CBO estimates:
Senate Budget Committee as-

sumptions 33.9 27.4 21.5 16.1 14.2 14.8
House Budget Committee as-

sumptions 33.9 27.4 21.5 15.9 13.5 12.4
Administration's estimates:

Trustees' pessimistic assump-
tions 34.0 28.4 23.3 19.5 18.4 17.6

Administration's mid-session
estimate 33.9 27.6 23.6 20.9 21.3 22.6

Source: C6O.
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TABLE 30.—COMPARISON OF OLD AGE AND SURVIVORS. INSUR.
ANCE OUTLAYS, BUDGETAUTHORITY, AND TRUST FUND
BALANCES AT END OF YEAR UNDER ALTERNATIVE ECONOMIC
ASSU MPTIONS AND ESTI MATING METHODOLOGIES

[In billions of dollars, by fiscal year]

1979 1980 1981 1982 1983 1984

OUTLAYS

CBO estimates:
Senate Budget Committee as

sumptions 90.5 104.0 119.8 135.5 149.7 164.8.
House Budget Committee as-

sumptions 90.5 104.0 119.8 135.7 150.4 165.3
Administration's estimates:

Trustees' pessimistic assump-
tions 90.1 103.1 117.3 131.2 144.2 157.7

Administration's mid-session
estimate 90.3 103.2 116.9 130.5 14.7 157.3

INCOME

CBO estimates:
Senate Budget Committee as

sumptions 86.7 99.4 113.1 132.2 149.6 167.7
House Budget Committee as-

sumptions 86.7 99.4 113.1 131.7 147.3 163.8
Administration's estimates:

Trustees' pessirTlistic assurnp.
tions 87.2 99.1 112.5 128.0 140.8 153.9

Administrations mid.session
estimate 86.6 100.3 113.5 129.8 143.6 157.3

TRUST FUND BALANCE AT END
OF YEAR

CBO estimates:
Senate Budget Committee as-

sumptions 27.2 22.7 16.1 12.8 12.7 15.7
House Budget Committee As-

sumptions 27.2 22.7 16.0 12.0 8.9 7.4
Administration's estimates:

Trustees' pessimistic assump.
tions 28.1 24.2 19.4 16.2 12.8 9.0

Administration's mid-session
estimate 27.2 24.4 20.9 20.2 20.2 20.2

TRUST FUND BALANCE AT ENDOF
PREVIOUS YEAR AS PERCENT OF
OUTLAYS

CBO estimates:
Senate Budget Committee as-

sumptions 34.3 26.2 18.9 11.9 8.6 7.7
House Budget Committee as-

sumptions 34.3 26.2 18.9 11.8 8.0 5.4Administration's estimates:
Trustees' pessimistic assump-

tions 34.4 27.3 20.6 14.8 11.2 8.1Administration's mid-session
estimate 34.3 26.4 20.9 16.0 14.1 12.8

Source: CBO.
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TABLE 31.—COMPARISON OF DISABILITY INSURANCE (DI)
OUTLAYS, BUDGET AUTHORITY, AND TRUST FUND BALANCES
AT END OF YEAR UNDER ALTERNATIVE ECONOMIC ASSUMP-
TIONS AND ESTIMATING METHODOLOGIES

[In billions of dollars, by fiscal yearl

1979 1980 1981 1982 1983 1984

OUTLAYS

CBO estimates:
Senate Budget Committee

assumptions 14.0 16.1 18.5 21.9 23.9 26.5
House Budget Committee

assumptions 14.0 16.1 18.5 21.9 24.0 26.7
Administration's estimates:

Trustees' pessimistic assump-
tions 14.0 15.8 17.7 19.6 21.5 23.7

Administration's mid-session
estimate 14.0 15.8 17.7 19.5 21.4 23.4

INCOME

CBO estimates:
Senate Budget Committee

assumptions 15.3 17.4 20.7 24.5 27.8 31.4
House Budget Committee as-

sumptions 15.3 17.4 20.7 24.3 27.4 30.7
Administration's estimates:

Trustees' pessimistic assump.
tions 15.3 17.3 20.6 23.8 26.5 29.3

Administration's mid-session
estimate 15.2 17.5 20.8 24.2 27.0 29.9

TRUST FUND BALANCE AT END
OF YEAR

CBO estimates:
Senate Budget Committee as-

sumptions 5.7 7.0 9.2 11.8 15.6 20.5
House Budget Committee as•

tions 5.7 7.0 9.1 11.5 14.9 18.8
Administration's estimates:

Trustees' pessimistic assunip.
tions 5.7 7.2 10.0 14.3 19.2 24.9

Administration's mid-session
estimate 5.5 7.3 10.4 15.0 20.6 27.1

TRUST FUND BALANCE AT END OF
PREVIOUS YEAR AS PERCENT OF
OUTLAYS

CBO estimates:
Senate Budget Committee as•

tions 31.4 35.4 37.8 42.0 49.4 58.9
House Budget Committee as-

5umtions 31.4 35.4 37.8 41.6 47.9 55.8
Administration's estimates:

Trustees' pessimistic assump-
tions 31.4 36.1 40.7 51.0 66.5 81.0

Administration's mid-session
estimate 31.4 34.8 41.2 53.3 70.0 88.0

Source: CBO.



VILCosts and Caseloads of the Disability Programs

A. DEVELOPMENT OF THE PROGRAMS

As table 32 shows, the Nation's basic cash disability programs
have changed dramatically in the last decade both in benefit cost and
in caseload. As can a'so be seen, there has been a major impact
on administrative costs, and on the number of individuals employed
by the State disability agencies to make, disability determinations.
Costs of cash benefits grew from about $3.7 billion in 1970, to nearly
$18 billion in 1979.

Nor do these figures tefl the whole story. There are a'so major
benefit expenditures for disibled persons under the medicare and
medicaid programs. Since JWy 1, 1973, persons who are entitled to
disability benefits under the Social Security Act for at least 24 con-•
secutive months become eligible to apply: or medicare part A (hos-
pital insurance) benefits beginning with the 25th month of entitle-
meñt and also to enroll in the part B (supplementary medical insur-
ance) program. According to estimates for fiscal year 1979, about
• 700,000 persons will receive reimbursed services under part A (luring
the year ata cost of $2.4 billion. About 1.7 million persons will receive

• reimbursed services under part B at a cost of $1.4 billion. With
respect to the medicaid program, for which most SSI recipients
are automaticafly eligible, stttistics for fiscal 'year 1976 show that
about 2.7 million disabled recipients received $3.5 billion in benefits
(about 25 percent of total medicaid payments).

TABLE 32.—SOCIAL SECURITY DISABILITY PROGRAMS

Beneficiaries State agency
(millions) (December program

each year) Benefits paid (billions) administration

• SSI
.federally Employees

DI trust admin- Cost (thou-
Fiscal year Title II Title XVI fund istered Total (millions) sands)

1970 2.7 11.0 $2.8 2 $0.9 $3.7 $48.6 2.6

1971 . 2.9 '1.1 ' 3•4 2 1.1 4.5 63.4 3.2

1972 3.3 11.2 4.0 2 1.3 5.3 68.2 4.4

1973 3.6 ,1 1.4 5.2 215 6.7 80.4 6.3

1974 3.9 1.7 6.2 2 1.8 8.0 146.8 10.3

1975 4.4 2.0 7.6 3.0 ' 10.6 206.8 10.1

1976 4.6 2.1 9.2 3.4 12.6 228.3 9.3

1977 4.9 ' 2.2 11.1 3.7 14.8 254.2 9.4

1978 4.9 2.2 12.3 4.1 16.4 278.0 9.6
1979 (est.).... 4.9 2.3 13.6 4.3 17.9 311.0 9.6

I The SSt program began Jan. 1. 1974. Numbers for prior years represent the number of
blind and disab'ed recipients under the former Federal-State programs of aid to the aged.
blind, and disabled.2 Combined Federal and State expenditures for benefits paid to blind and disabled re.
cipients under the former Federal-State programs of aid to the aged, bltnd, and disabled.
Figure for fiscal year 1974 combines the expenditures under both programs.

(95)
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1. DISABILITY INSURANCE

The disability inirance piogrm has grown in caseload size and
costs well beyond what. was originally estimated. In j)trL, tlic growth
of the piogram reflects legislative changes which have expanded
coveiae and benefits. Much of the o-rowth, however, must be ascribed
to other causes such as de facto Ii%eializations as a result of court
(lecisions, weaknesses in administration, and greater than anticipated
incentives to become or remain dependent upon benefits.

At. the time the disability insurance program was enacted. in 1956,
its lono--range cost was estimated to be 0.42 percent of taxable payroll.
The "sigh cost" short-range estimate indicated that benefit outlays
would reach a level of $1.3 billion by 1975. Under the 1979 social se-
curity trustees' report, the long-range cost of the program is now
estimated t.o be 1.92 percent of taxable payroll. Benefit payments for
1975 totalled $7.6 billion, and benefit payments for 1979 are expected
to total approximately $14 billion. (Note.: at piesent payroll levels, 1
percent of taxable payroll is roughly $10 billion.)

Table 34 shows the changes in the estimated costs of the program
over the years since it was first entcted. Many of the cost increases in
the eailier yeais a-ie attributable to changes in the law broadening
eligibility. The last mjoi change of this type was enacted in 1967.
The reductions in long-r'mge costs after 1977 are partly a result of the
new benefit computation foi all social security benefits adopted in the
1977 amendments and of the iiicreise in the ta base under those
amendments. (An increased tn.x base has the effects of "lowering" the
cost of the as a percent of taxable payroll even if the actual
costs of the piogitm in absolute terms remain unchanged.) The 1978
reduction in long-range costs reflects an actuarial assumption based
on a somewhut. lowei avnrd rate in the past year or two.
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There are now about 2.9 million disabled workers receiving DI
benefits, increased from 1.9 million in 1969. This represents a 107
percent increase over a 10-year period during which there was no
major legislative expansion of eligibility requirements. (urrent1y, in
addition to the disabled workers who are receiving benefits, there are
benefits being 1)aid to about 2 million dependents of disabled workers.
(See table 33 for the number of benefits by type of beneficiary in each
State.)



TABLE 33.—OASDH CASH BENEFITS

(Number of monthly benefits in current-payment status, by type of beneficiary and by State. at end of June 19781

Wives and Persons
husbands4 of— Children5 of— Widowed with

mothers Widows specialRetired Disabled Retired Disabled Retired Deceased Disabled and and age-72State I Total workers 3 workers a workers workers workers workers workers fathers6 widowers7 Farents7 benefits

Tota! 34.067.797 17.923.874 2.857.843 2.941.839 491.352 662,080 2.799.492 1.511.543 569.192 4.147.505 17.742 145,335
Alabama 615,337 274.014 58.610 56.372 11.818 17.653 64.874 34,148 13.920 81.862 621 1,439Alaska 18.973 7.953 1.460 993 273 852 4.442 1.064 7O 1.197 12 18Arizona 375,863 205,227 31,718 34,566 5,853 7.655 31.573 16.820 6,115 35,153 176 1,007Arkansas 427.365 203.305 44.164 42.801 9.050 10761 31.575 26.131 6,407 51.154 239. 1,778C&ifornia 3.065.496 1.676.896 291.546 247.490 40284 56.856 234.812 131.659 44,108 326.720 938 14.187
Colorado 314.998 166.690 24,174 30.118 4,121 5.141 28.189 12,452 5.375 37.101 82 -1,555Connecticut 455.115 273.258 30.771 32,221 4,014 6.487 32.473 12.942 6.616 53,556 167 2.610D&aware 81,633 43.585 6.739 5,878 976 1.407 7.947 3,363 1570 9.845 28 295Districtof Columbia.... 89.042 48.408 8.055 4,805 613 1.667 10,433 2.830 1.881 9,721 59 569Florida 1,859.607 1,105.027 139,670 173.156 22,313 26.887 107,859 61.862 22,077 194.028 573 6.155
Georgia 734,200 333.080 86,296 50.561 14,425 14.782 82.95 47.340 16,575 84.56 592 3.058Hawaii 102,953 54,853 6.693 9,208 1.057 7.376 9.257 3,603 1,9fl 8,435 74 450Idaho 122,864 67.814 9.030 12.164 1.568 2,385 10.021 4,642 1.735 13.021 26 458Illinois 1,594.772 882,122 110,622 129.28 15.49 25,355 139.771 51,956 26.935 2O.43 794 7.981Indiana 793.795 426,509 61.593 67.373 10,131 12,870 65,291 32.86 12,678 101.339 283 2859
Iowa 482,046 269,754 27.744 53.951 4.500 7,066 30.083 12.689 5.768 66,672 95 3.724Kansas 366.151 209,108 20.521 38.963 3,080 5,382 23.401 9496 4.217 49,139 87 2,757Keucky 582,470 262.455 55.570 58.591 14,035 13.226 50.362 37.302 11.297 77,431 363 1,838Louisiana 568.944 227.680 59.362 53,274 14.464 13.880 62.845 43,534 13,841 77027 325 2.712Maine 190,877 105.734 14.885 15.715 2.876 3.213 13,495 8.688 2,755 22.710 74 732
Maryland 502,251 268,189 39.037 37,204 5.235 8.335 50.496 16.751 9.892 64,085 289 2.738Massachusetts 894,721 528,358 61,561 63.847 9.467 12.044 63,335 28.620 13.700 109.162 320 4,287Michigan 1,316,999 667.692 115,690 114.284 19.429 23,699 117.797 61.222 23.187 169.098 556 4.345Minnesota 599.767 340,603 32,643 63,557 5,343 11.831 41.844 16.289 7,895 75.429 131 4,202Mississippi 417.726 181,735 43.425 35.832 8,631 14,472 45,368 28.885 9.002 48.832 364 1.180
Missouri 840,158 457,278 65.438 76,923 11.152 13.909 60.773 33.639 11.918 105.298 259 3.571Montana 114,225 60,251 8.611 10.767 1.540 2,363 10.278 4.650 1,788 13.317 41 619Nebraska 248.112 142.411 12.859 27.299 2,008 3,520 16.462 6.147 2,964 32.359 57 2,026Nevada 80,587 44,780 7.971 5.098 1.111 1,307 8.114 3,424 1,493 7.051 18 220NewHampshire 133,503 81.090 8,989 9.428 1,411 1,913 9,528 4.427 1.882 14,117 26 692



New Jersey 1.116,429 627.594 93.755 78.4 10 13.376 15.344 85.425 42.111 18.497 137.070 558 4.289
New Mexico 162.882 73,812 14447 15 353 3.852 4.818 18.611 11.435 3.995 15,852 149 558
NewYork 2.837.044 1.601..50 236.823 198.014 35.983 46.717 210.467 114.856 43.061 335.158 1.338 13.2/7
North Carolina 846.938 415,521 87.409 62,786 13.831 16,444 87.935 41.897 17.737 99.671 682 3,025
North Dakota 101.517 54.513 4.969 13.089 973 2.471 7.349 2,679 1.380 13,402 30 62
Ohio 1.580.052 793.524 134.786 146.346 23,286 25,074 130.707 70.437 26.771 222.000 591 6.530
Oklahoma 469,551 241.873 39869 48.363 7.184 7.823 33.242 21.079 6.486 61.554 193 1,885
Oregon 339.256 227.210 30:931 33,187 4,830 6.228 25.963 13.696 4.591 41.054 84 1.482
Pennsy!vanta 1,989,240 1,070.588 160,558 174.289 25,502 27.480 140,850- 66,767 31.690 281,770 1.038 8.708
Rhode Island 161,951 97.091 13,417 9,966 1.844 1.954 10.394 5.634 2.242 18.559 57 793

SouthCarotina 422,000 192,561 48.465 26,739 7.934 8,724 52.560 25.054 11.057 47,034 388 1,484
South Dakota 116,565 63.407 6.338 13.657 1.145 2.336 8,473 3.133 1.576 15.596 20 884
Tennessee 705.111 334.846 71.994 64,274 13,399 15,229 61.416 38.972 13,002 88,461 564 2.954
Texas 1,739.311 848.716 134.944 177,315 26,361 39,727 165.883 79,416 34.676 224.657 1.051 6.565
Utah 138,238 75.558 8.924 13.545 1,626 2,762 13.353 4,904 2,306 14,841 29 390

Vermont 77,860 42,723 6.066 6.542 1,127 1.283 5,716 3,385 1,169 9.416 29 404
Virginia 680.538 335.210 63.051 54,531 11.611 13.149 66.608 33.115 13,675 85.646 514 3,428
Washington 547.495 312.086 42.665 46,898 6.399 9,118 39.991 19,718 6.669 61,383 130 2.438
West Virinta 354,773 146,469 39,348 35.212 10.495 8.748 28.559 25.126 6.933 52.349 286 1.248
Wisconsu, 740.366 419,655 47.866 70,331 7.870 13,330 51.121 24.814 9.609 91.589 167 4.014
Wyoming 47.410 26,629 2,798 4,333 411 842 4.545 1.348 775 5,484 18 227

Other areas -

American Samoa 2.036 349 100 184 56 391 545 228 127 51 5 0
Guam 2.654 679 160 .221 46 248 825 191 182 97 5 0
Puerto Rico 536.205 164746 73.426 48.757 22,976 38,898 49.468 93,705 10,943 32,229 1,037 20
Virgin Islands 6,851 2.990 433 532 77 520 1,280 364 232 409 14 0

Abroad 304.974 138.315 8,854 37.228 2.881 18.122 32.543 8029 9.569 48.329 1,096 8

I Beneficiary by State of residence. nciudes surviving divorced mothers and fathers with entitled
Aged 62 and over, children in their care.

I Under age 65. 7 Aged 60 and over for widows, widowers, and surviving divorced
Includes wife beneficiaries aged 62 and over, nondivorced and wives, and aged 62 and over for parents. Also includes disabled

divorced, and those underage 65 with entitled children in their care, widows, widowers, and surviving divorced wives aged 50 to 59.
I Includes disabled persons aged 18 and over whose disability

began before age 22 and entitled fufl-time students aged 18 to 21. Source: Social Security Bulletin, March 1979/vol. 42, No. 3.
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TABLE 34.—GROWTH IN ESTIMATED COST OF DI PROGRAM

Estimated cost

Longrange
(as percent Short•range ' 1980 projectionYear of estimate of payroll) (millions) (millions)

1956 0.42 $379 (2)

1958 .49 492 $1,3801960 .56 864 1,550
1965 .67 1,827 2,2111967 .95 2,068 3,3511973 1.54 6,295 NA1975 297 9640 NA

1976 3.51 12,715 16,1971977 3.68 14,822 16,8171978 2.26 16,532 16,5321979 1.92 17,212 15,600

Short-range represents intermediate estimate of cost for second year after theyear of estimate.
2 No 1980 projection made; 1975 costs were projected to be $949,000,000.
NA—not available.

Source: Estimates prepared by the Office of the Actuary of the Social Security
Administration in connection with Jegislation (1956—67) or as a part of annualtrustees reports (1973—79). Short.range costs shown in this tab'e are benefitpayments only.

The following table shows the number of awards by calendir year
over the last decade. The number of disabled worker awards in thelast 5 years has been about 2.7 million. Through the 1968—78 period
the annual number of awaiis rose from an average of about 340,000
br 1968—70 to a peak of 592,000 in [975. Following 1975, there wasno longer a steady upward trend. instead, the number of awards in
1976—77 was about 5 percent. lower than in 1975. The 1978 decrease
was even sharper, to a level about. 23 percent below that of 1975.
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TABLE 35.—DISABLED-WORKER BENEFIT AWARDS, 1968-78

'

Number of
awards

Awards per
1,000 insured

workers

Calendar year:
1968 323,514 4.S
1969
1970

344,741
350,384

4.9
4.8

1971 415,897 5.6
1972 456,562 6.0
1973 491,955 6.3
1974 535,977 6.7
1975 592,049 7.1
1976
1977

551,740
569,035

6.5.
6.6.

1978 457,451 5.2

Source: Prepared by Robert J. Myers, consultant to the Committee on Finance

Following the rapi(l inrreaes in the number of applications for
titlo TI worker disability in the first half of the 1970's, there has been
a (Iitinct leveling off, even a decre.ae, in the mimber applying. The
(Iecreae, however, 1ia not. been as significant as the decrease in the
number of awrd. In the 4ame perio(l referred to above., 1975—78,
title 1,1 (liable(t worker aI)I)lication (lecrensed by about 8 percent.
The most iecent• statistics available for 1979, however, show that for
the first 5 months of this year the number of applications has been
slightly higher than for the correspoiidirig period in 1978.

TABLE 36.—TITLE II DISABLED WORKER APPLICATIONS.
RECEIVED IN DISTRICT OFFICES, 1970 THROUGH 1978'

[In thousands]

1970 868.7
1971 943.0
1972 947.5
1973 1,067.5
1974 1,331.2
175 1,284.7
1976 1256.3
1977 1,235.5
1978 1,184.8
January—May1978 485.6
January—May 1979 489.0

1 Calendar year.

Source: Social Security Administration.
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TABLE 37.—DISABLED WORKER APPLICATIONS: RECEIPTS IN
DISTRICT OFFICES BY QUARTER BY CALENDAR YEAR

1970:

Jan.-.Mar. Apr.—June July—Sept. Oct.—Dec. C'( total

199,300 221,400
% of preceding qtr 112 111

216,400 868,700
105 93%ofsamepdyrago 110 119 28 122

1971: 120

Number 234,000 1 243,400 233,500
%of preceding qtr
%ofsamepdyrago....

1972:
Number
%of preceding qtr
%ofsamepdyrago....

1973:
Number
%ofprecedingqtr
%ofsamepdyrago....

1974:
Number
%ofprecedingqtr
%ofsamepdyrago....

1975:
Number
% of preceding qtr
% of same pd yr ago....

1976:
Number
% of preceding qtr
%of same pd yr ago....

108
117

240,700
113
103

268,400
118
112

361,300
140
135

326,600
107
90

.

305,700
102
94

104
110

237,000
98
97

267,000
99

113

343,600
95
129

331,000
101
96

'311,600
102
94

213,100 1924,000
96 .91

101 98 106

241,700 228,100 947,500
102 94
104 107 103

273,200 258,800 1,067,500
102 95
113 113 113

.

321,600 304,700 1,331,200
94 95
118 118 125

326,500 300,600 1,284,700
99 . 92

102 99 96

322,000 294,000 11,233,300
104 91
99

• 1977:
Number
% of preceding qtr
%ofsamepdyrago....

1978:
Number
%ofprecedingqtr
% of same pd yr ago....

1979:
Number
% of preceding qtr
%of same pd yr ago....

322,000
110
105

294,200
106
91

299,300
107
102

319,300.
99

103

306,600
104
96

.

306,830
103
100

96

317,300 277,400 1,236,000
99 87
99 94 100

306,00( 279,100 2 1,185,900
100 91
96 101 96

I 53d week omitted: 1971—19,000 applications; 1976—23,000 applications.
I The difference between this number and the number shown in the preceding table is dueto differences in rounding.
Source: Social Security Administration.

2. SPPPLEMflXTAL SECURITY INCOME

When the. Congress was considering the enactment of the stipple-
mental security income legislation in 1972, the estimates it had before.
it did not acuritely portrty the future nature of the caseload and
costs of the ,)rogram. Nor was there ilny testimony that. indicated how
the implementation of the program might, affect the administrative
capa.cit.v of thSocin:1 Secuiily Administration, and, most 1)articu1ary,
the ca.picitv of the (lisnbilitv ;idjiidicntion structure.

Most. of the tliciision liuhng III) to con2'reional pnsage of SSI
on rviii (1w ad J)o)u1n lioii . Conres a(c()tec1 smat s

of the Admini1rat 1)fl iniIi't1 in.r that the SSE population would con-
tinue to be composed htrgelv ol the aged. The Administration esti—
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inateti that, by the end of fiscal year 1975, [lieie would be almost two
aged beneficiaries for every (itsabled beneficiary. While it was foreseen
that the number of persons receiving disability benefits would grow
under the ne\V piogram, it was expected that the number of aged bene-
ficiaries would grow even more.

The Adrnini[intion's enIlv estimates on the number of persons
who would quality for diabilit.y ;mynietit under th I )iogram ap-
pear to hive E)e1i (lcvelope.(l somewhit haphazardly. It apparently
relied pnniaiily on the SiiiVey of the Diable(l conducted by the Dc—
I)aItrnent 0 1-Icalth, Education, and WTelfaie in 1966. Lookingto the
future, the Administration estimated that the annual growth rate for
SSI disability would be 2 percent s compared to Administ:ration
estimates of 5-percent caseload growth under the then existing law pro-
jected into the future.

Even the higher projection for existing law did not seem to take into
account what had actually been happening under the program of aid
to the peimanently an(l totally disabled. In the penol December 1968
through December 1971 the disability rolls increased from 702,000 to
1,068,000—an increase of 52 percent..

In it. budget. jiitiflcation for 1974, [he first year of the SSI program,
the Administritioti estimate(l that by June 1974 there would be 3.1
million Lged oil tIm rolls, nnd 1.7 mill ion (I isabled. In .June 1974 there
were LctIa,lly 2.1 million igeul and 1 .5 million (lisablo(l on the rolls.
The Admini1iation alo estimited tt that. time I hat. by June 1975
there would be. :3.8 million aged and 1 .8 million disabled. rfhe figure
for the disable.d tllrne(l out to be accurate—there were 1.8 million dis-
abled persons receiving benefits in June 1975, but the figure for the
aged vis only 2.3 rniUion. Moreover, the overall estimate for the (Its-
abled was realized even thoughtlie etirnate for disb1ed children of
250,000 wa still less than one-third realized.

in caleiidti veirs 1974 atid 1975, the first 2 yeats of the SSI program,
t.he tlisibility caseload incteused substantially, from ubout 1 . million
in(lividUals in Taiiiiaty 1974 to about 2 million 2 yeurs latem. Since that
time the ictua number of risons receiving l)aymemts on the basis of
d isibility has appel red to be stabilizing.

I lowever, I 1i T piogiimnis lionel lieless becorninga l)rogIm that
i iii rre.isinlv donuinat ed by I he disability aspects. Out of the 4.2
million persm iviii benhts, 2.2 million cume onto the rolls as
(In' I('1IlI of b'ing (l(t erinined to he tlisnhll. (: 19,000 of these in—
dividwils li:ve now r'nellNI 65, but ;Ire t ill listed by SSA as being
dtnbletl. tfll)lt 7 For i t te—by—tte listing of mecipients.)

}'crl1nI) most m I ia live of th I)c(IoIninal1ce of disability issues in
th' rori in ue I hv flziies showing numbers of ipplicnnIs for benefits.
About SO p9rellt of all ul)pll(nutioIls tue now- being made on the basis
of lInl)Llltv. This has been (he ease since 1976. In addition, about
tvo-Iliiids ot all twnid made in recent yevs have been made to per—
soii (leIeIIilirIe(l to be. disabled. (See table 40.) Program expenditures
also relkut tlu' numbers and relatively higher average SSI payments of
the (lisubled SSI 1o1)ulatiolI. About 60 percent of 811 551 expenditures
110W o to persons who have been determined disabled. (See table 41.)

t the I)I('ent t itne, more th n 1 million, or nearly half of all (I
l)1hItV pI)liCl I ioii rercived in soeinl security district offices, are
nI)I)lIcnt lotus Ioi SSI l)enefits. In 1974, the first full year of the SSI

liete were fewer [lim 800,000 applications, compared with
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L3 million tifle II applications. Over the years of the SSI program,
SSI disability applications have increased steadily as a percentage of
all disability applications. Persons working with the disability programs
generally are agreed that the establishment of the SSI disability pro-
gram, acting as a kind of outieach mechanism, had the result of in-
creasing the number of applications for title II disability.

TABLE 38—SUPPLEMENTAL SECURITY INCOME FOR THE
AGED, BLIND, AND DISABLED, [Number of persons receiving
federally administered payments, by reason for eligibility and
State, March 19791

State Total Aged Blind Disabed

Total' 4,229,782 1,956,318 77,475 2 195,989

Alabama2 140,182 84,301 1,914 53,967
Alaska2 3,205 1,278 68 1,859
Arizona2 29,264 12,318 530 16,416.
Arkansas 82,489 47,879 1,574 33,036
California. 701,724 319,032 17,284 365,408

Colorado2 32,927 15,322 362 17,243
Connecticut2 23,496 . 7,991 313 15,192
Delaware 7,195 2,753 185 4,257
Districtof Columbia. 14,908 4,293 197 10,418
Florida 169,271 86,696 2,579 79,996

Georgia 158,406 77,482 2,943 77,981
Hawaii. 10,147 5,189 146 4,812
Idaho2 7,601 2,968 93 4,540
Illinois2 125,997 38,501 1,697 85,799
Indiana2 41,579 16,672 1,068 23,839

Iowa 26,557 12,250 1,081 13,226
Kansas 21,621 9,161 322 12,138
Kentucky.2 95,667 46,909 2,034 46,724.
Louisiana 143,097 73,544 2,182 67,371
Maine 22,782 10,921 286 11,575

Maryland 48,599 17,046 574 30,979
Massachusetts 131,641 73,735 4,977 52,929
Michigan 118,214 42,397 1,729 74,088
Minnesota2 34,191 14,479 644 19,068
Mississippi 115,947 67,313 1,828 . 46,806.

Missouri2 89,169 46,509 1,502 41,15&
Montana 7,340 2,679 140 4,521
Nebraska2 14,144 6,212 243 7,689
Nevada 6,444 3,518 406 2,520
New Hampshire2.... 5,455 2,319 132 3,004
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TABLE 38.—SUPPLEMENTAL SECURITY INCOME FOR THE
AGED, BLIND, AND DISABLED [Number of persons receiving
federally administered payments, by reason for eligibihty and
State, March 1979]—•Continued

5tate Total Aged Blind Disabled

New Jersey 84,617 33,452 1,021 50,144
New Mexico2 25,717 11,104 441 14,172
New York 377,901 147,302 3,970 226,629
North Carolina2 143,548 68,300 3,330 71,918
North Dakota2 6,862 3,701 65 3,096

Oh'o 123,832 40,268 2,313 81,251
Oklahoma2 72,657 39,161 1,064 32,432
Oregon2 23,016 8,113 536 14,367
Pennsylvania 170,207 63,345 3,620 103,242
Rhode Is'and 15,506 6,361 184 8,961

South Carohna2 84,287 40,934 1,884 41,469
South Dakota 8,377 4,240 132 4,005
Tennessee 133,899 66,807 1,876 65,216
Texas3 269,678 160,271 4,126 105,281
Utah 8,084 . 2,651 162 5,271

Vermont 9,083 3,947 120 5,016
Virginia 80,461 37,604 1,419 41,438
Washington 48,541 16,992 546 31,003
West Virginia-fl...... 42,703 15,802 626 26,275
Wisconsin 68.883 32,987 958 34,938

• Wyoming 2,023 928 2b 1,069
Unknown 57 17 40

Other areas:
Northern Mariana
sands3 584 364 23 197

I ncludes persons with Federal 551 payments and/or federally administered
5táte supplementation, unless otherwise indicated.

Data for Federal SSI payments only. 5tate has State-administered supplemen.
tation.

Data for Federal SSI payments only; State supplementary payments not made.
Source: Social Security Administration.
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TABLE 39.—SSI APPLICATIONS, BY CATEGORY, 1974-78

Blind and
disabled as

Blind and a percent
Calendar year Total Aged disabled of total

1974 2,296,400 926,900 1,369,500 60
1975 1,498,400 377,400 1,121,000 75
1976 1,258,100 254,400 1,003,700 80
1977 1,298,400 258,500 1,039,900 80
1978 1,304,300 257,900 1,046,400 80

Source: Data provided by the Social Security Administration.

TABLE 40.—NUMBER OF PERSONS INITIALLY AWARDED SSI
PAYMENTS'

Disability as
Total 551 percent

Year awards Disabled of total

1974. 890,768 387,007 43
1975. 702,147 436,490 62
1976. 542,355 365,822 67
1977. 557,570 362,067 65
1978. 532,447 348,848 66

Federally àdmnistered payments.
Source: Data provided by the Social Security Administration.

TABLE 41.—SSI BENEFIT EXPENDITURES 1

Disability as
percent

Calendaryear Total DsabiIity2 of total

1974 $5,096,813 $2,556,988 50
1975 5,716,072 3,072,317 54
1976 5,900,215 3,345,778 57
1977

. 6,134,085 3,628,060 59
1978 6,371,638 3,881,531 61

Federally administered payments.
SSI program record-keeping maintains individuals on the rolls as disabled aiter

they have reached age 65. hi 1978 about $300000 was paid to disabled indivduaIs
in this category.

Source: Data proviied by the Social Security Administration.

B. ( '. si.:s you U L(OWTjI

As th I r('(('dlIit diS(1lSSI(fli shovs, tIR' ('Xf)('ItS IULV' had Very great
(lIfii(UhlV ('St ililat IIi hmv I h(' dlsai)IlItV )I)2aIi1S voffld develop, urni
hey im •i' hqticiii lv be'ii \\Iffli4. ['hey huve louii it C(!uaLLY (hifflcuLt

to I)111I)Utlit the IPaSifils h)1 iovthi III the (hSability J)lorilh11S, I)altic—
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uliu'[y in the disability illsiiriinco program. The growth that took
)htcc, primarily in the first half of the 1970's, would seem I o have
eveled off. But t here. is still no consensus WI exactly why it. hapi ieted
(lie veight to h)e given, to vti Moos factors, or even on whet her I he
)erio( I ol fllh)H I growth is over.

i. lx('ln-:Asi:s ix I)ISABIrATy i.'ii iENCI-: it'ns
The table below shows st:imha.rdtze I ilisabilitv incideflce rat ('S

under the disability insurance I )rogram for the pelI()d I 968-—75. As
can be seen, the rates show an almost steadily increasing trend I roin
1968, a lthiotn'h a ppeat'mg to level ofi in 1 973-75.

TABLE 42.—STANDARDIZED DISABILITY INCIDENCE RATES
UNDER Dl, 1968—75

[Rates per 1,000 insured]

(Reprinted from Actuarial Analysis ofOperation of Disability Insurance System tinier
Social Security Program," by Robert J. Myers, appearing in a committee print of the Subcom-
mittee on Social Security of the House Ways and Means Committee on • 'Actuarial Condition
of Disability Insurance, 1978,'' Feb. 1, 1979, p. 7).

Percentage
Standardized increase

rate i over 1968

Year:
1968 4.46
1969 4.29 —4
1970 4.77 +7
1971 5.25 +18
1972 6.00

. +35
1973 7.20 +61
1974 7.14 +60
1975 6.85 +54

i Overall incidence rate based on age-sex distribution of persons insured for
disability benefits as of Jan. 1, 1975 (as shown in table 50, ''Statistical Supplement,
Social Security Bulletin," 1975); and on incidence rates by age and sex as shown
in ''Actuarial Study No. 74" and ''Actuarial Study No. 75/' Social Security
Administration.

ociaI Security Admituist 10 (jolt act uaries at I ompi oil to asso.ss the
reasons for hue increase itt iulcii once rates in a rej )ort pubhshuei I iii Jan—
nary 1977, ''Expei-ieiuce of I)isabled—\Vorker Benefits iiiudei' ( )ASI) I,
I 965-74.'' Tlueii' an iii vsis points to a variety of factors, mcludirnr i—
cI'eases jO 1)0110(0 levels, high utiemphovinciti rates, changes in at tituti Ic
of (lie population, and administrative factors. These factors, as a.uia—
hvzed by (lie artuii,ries, are worthl consideim in sonic de:t aih

St art un oil' thou' discuisioiu, (lie act unites obseive :
\\e believe t hint part of (lie i'ecent increase in mcii once

mat es is no to (hue l,i1. nil rise in benefit. levels since 1 970, J):t.i'—
tim lttrhy vhuen nleastlrei I in t eiiius of pre—ihjsabjhitv ea.ritius.
1' rorn 1)erembei- 1 969 to Decemfll)et' 1975 there were eneriuh
benefit litcI'eases amnountini- to 82 percent. AlSo, effective ill
I 97;, mei Ii(-are l)eiuefits became available to disablei I worker
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beiieiiriaries who 1ivc brcii (91 Ii lied for at IVOSI 2 'years.
We also believe the short (:oIn])uttltiOfl period for the young
workers, I he weigh I ing ol I lie betiefil Joi rim a 'for the lo
ofl(' \VOI kei s, niid I hr add ii ioro I benefits jutyobli' when
the wöi ker 1: is (lepelidell Is coil provide esl;ccinfly ott native
benefits to heiiciiciaries in I hese cateuoeies It is possible under
the j)resert formulli for these b€nehciaiies to rc(elve mere ui
disability benefits than was included in their Like—liorue pay
while they weI eworking. Benefits this high become. an incen-
tive to file (U claim loi disability benefits, and to the

: claIm through, the npI)eIlaIe PokfteS (p. 5)
lii '1 ruiisnitt hug the Adn':nstnii ion's, 1)1op(.se(l changes in the DI

pi oi mi in M ii hi ol ii i c ii, loi n1 I ( ( ciii ol hEW Jose1 ii
( ' ilifano p01111 ç1 t ,'6 1.)eIceilt 'olDi beneficiaries receive
niol th WILl! then 1)1 benefits alone t Ii in tli ni aIr w 1)1k \\ 0! kine
10(1 t hit 16 pet en I Ii m hem fits \\ h( h e\m e d SO pci ( erit ol timeit

prior. iiet emui11ns.. ' . . . . , -

The actiaries believe that another fact-or in the irm(:rease in incidence
pites i th( hii1i uremploi ment mu th8t the (ount1 peuenc'd
alter 1 070. 'I'hie) argue that physically impaird individuals are more
lt1 N to ajiphI 1w b n(fit ii t]ie ]o thii job' in a i es'ton than
durino an ecormonmic cxpa.imsioii when they can retain their jobs.

( col (llnL to the ía t iuUi i( ', miiotliei I u tot infi uencmn. mci e mses in
flil 011 fl( & iii CS IS cli mng in itt itmide J4 I tboi (tmL on lb m t heii'o
11mm '.t(ltt III (t ''it 1' })05S!bI( (Ii (I tIll 1101)111 ccl hi cs ül 10(1 I) (10

1(01 ft ( I till S hUt 50(1(11 })I (551111 1(1 I ciii ito pi ()il11( tivt aS (11(1 tIll II
€0111111 1pm is as Il I ( 1)111 as tl latl I YOU's '' 1 lie i to 01(5 (fuotc Join1
\Illl( I I OilsUltnL. oct11 ii I fl(i ( I t Ill tii( field of mb ability iii
Sill (flcC, who (Olflhil( oted ifl ml m( prut ho the Ilou—c ocial ''uu'iity 'l(i)
criinitiittee 011 the subjective natiuc of the state of disability

I h& mmdcii', ilL j)1 oblem Ui i0\ OllilL mn(I adrnmit. i in_
ani pl iii 01 dNai)IItt I 11l1I! uae i— the ( \t 'Clhi( —1ll)je( hi iii
of tIn st ite ol (II lhihI\ I 111. (1 II 1(1(1 slim I umild 1 e

Il5( (I it l( netl 111(1 lliist I III (I W '(ii iii 1ln1(jst endliS, 111 Ii
ol 1 mm st 1 html it ( Ill h& .1 n I I'll ml /1(1 h'1 nip ml mu m

jh,l(1l l('il('I UI a'. HOh('li LUiis 1eiction with aii'V typi(-mlI
('NaUllli(' of the Iil(iltitIidC 0! liiI,lI.ihlIlltOIV l)emSOi1s 110W drawing
dmsal)ilitv la'nfit iVhO(OIlhl he miihill enhimlovcml ii (a) the
necc5!mr\ inot ivat ion exist Ph :1101 (b) an tniplovrneiit'. oJ)j)oi—
(unity within tIwir iresl.rnl nm potential cmmimhilitv were pic—
(kIlt 01 1110110 a.vaiIahli Thins tIme piohleimm is 1101 slitiply ((lie
of iiunlical diairnois. The 'ilI to voi1c. the ecotmoinic climate
and the ''1eIlmlI)iIit(1I toil enviionmnmt'' outweigh time n'medical
condition or problem ill 1h11(fly, ii 1101 iii iiiost

(Reports of ('onsmiitmmimts (him Aetmmaimmml imad Definitional
Aspects (If 0(i!ml Secuitty i )isahiility .1 imsmllftllce, to the u1)—
rotlinhi hee on Social erlt1itv of the Committee on Ways an1
\lPnIls, U.s. Homise of R('1)Ieefltil lives, p. 24.)

'Hit' mlhltil(his were hI!1iIIing II) mit trthut the increase um disability
incidence rates to these factois to any specihe degree, mind observed
only that they ere responsible lot ''ml large 1out'' of 11w increases.
Beyond that they :t ate: 'We feel that smile a(Iimhlist motive factors
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must have also I)IaYe(l an import nnt part in the recent increases, but
we cannot. offer a definite proof to that effect."

One administrative factor mentioned is the multi-step appeals
process, which enables the claimant to pursue his case to what the
actuaries term as the "weak link" in the hierarchy of disability de-
termination. Under the multi-step appeals. process, a claimant who
has been denied benefits may request first a reconsideration, then a
hearing before an Administrative Law Judge, appeal his hearing
denial to the Appeals Council, and, if his case is still denied, take his
claim to the U.S. district, court. The actuaries claim that by the very
ntiu'e of the cinims process, the cases which progress through the
aI)I)eaI process are likely to be borderline cases where. vocational
factors play an important role in the determination of disability. The
definition of (lIsability—"inabiht.y to engage in any substantial gainful
activity by reason of a medically determinable impairment."—involves
two variables: (1) impairment and (2) vocational factors. An em-
phasis on vocational factors, they sry, citing William Roemmich,
former Chief Medical Director of the Bureau of Disability Insurance,
can change the definition to "inability to engage in usual work by
reason of ge, education, n.nd work experience providing any impair-
ment is present." To the extent that vocational factors tre given higher
weight as a c'aim progresses through the appeals process, the chances of
reversa' of a former deniil is increased.

The actuaries also cite the "massive nuture" of the disability deter-
mination process as one of the administrative factors which may be
responsible for the growth in the rolls. There has been an enormous
increase in the number of clnirns required to be processed by the
system. in fiscal year 1969, the Social Security Administration took
in over 700,000 chims for disnbility insurnnce benefits. By 1974 the
number of Di cliiins per year hid grow-n to 1.2 million. In addition,
over 500;000 (lis1)il1tv chums under the black lung progI1m, which
st urted durin 1970, had been t nken in. And the nmnbe.i of SI disa—
bilit.y chums beim, tikeri in al)!)ron(hed another million. As the aetti—
nies point out, nil this vas 1mppenin it ii. time when the administ ra-
tion was nmkiu determined effort to hold down administ mt ive costs.

i)uring 1lii period it WOITI(l apear that there was an inevitable con-
flict within the administrative process between quality and quantity.
The winner, it would appear, wn quantity. rfhe actuaries state

All of this put tiemedou pressure on the disability ad—
jiidicators to move claims quickly. As a result. the administra-
tion reduced their review procedures to a small sample,
limited the continuing dsability investigations on cases which
were judged less likely to be terminated, and adopted certain
expedients in the development and documentation in the
claims process. Although all of these moves may have been
necessary in oider to avoid rn Ufl(luly large backlog of dis—
abilift claims, it is our opinion that they had in unfortunate
effect on the cost of the program (p. 8).

A final factor given for the increase in th incidence rates is "the
difficulty of maintaining a proper balance between sympathy for the
claimant and respect for the trust funds in a large public system."
The actuaries maintain tIut they do not mean that disabilit.r ad-
judwators consc%ously circumvent the law in order to benet an

47—554-—79-—--.9
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unfortunate c'aimant. They mean rather that in a program designed
specifically to help people, whose operations are an open concern to
millions of individuals, an(l where any one decision has an insignificant
effect on the overall cost of the program, there is a natural tendency
to find in favor of the claimant in close decisions. "This tendency
is likely to result in a small amount of growth in disability incidence
rates each year, such as that experienced urrer the DI program
prior to 1970, but it can become highly significant during long periods
of difficult national economic conditions." (p. 8.)

Although the above discussion of the factors in increased incidence
rates was aimed specifically at the disability insurance program,
it would seem to be applicable also to the SSI program. The same
definition and the same administrative procedures are used in both
programs. And it is logical to assume that the economic, human,
and administrative factors which affect growth would be present in
both programs.

2. DECREASE IN TERMINATIONS

At the s:ime time tlit there hi.vo been iru:rmses in disability in—
c.i(lence nil es, there have ;ho be(m dereasos in disability termination
rates. As the I ;Wle below shows, (leatli teitnination rates have dec;reitsed
gradually over the fiom about 80 per thousand in 1968 to about
50 per thousand in 1977.

TABLE 43.—DISABILITY TERMINATION RATES
UNDER DI, 1968-77

(Reprinted from • Actuarial Analysis of Operation of Disability Insurance System Under
Social Security Program," by Robert J. Myers, cited earlier, (p. 7)).

Nu mber of terminations
(thousands) Te rmination rates I

Death Recovery Death Recovery

Year:
1968 99.9 37.7 79 30
1969..... 108.8 38.1 80 28
1970 105.8 40.8 72 28
1971 109.9 43.0 69 27
1972 108.7 39.4 62 22
1973 125.6 36.7 65 19
1974 135.1 2380 63 18
1975 139.8 239.0 59 16
1976 137.1 240.0 53 15
1977 139.4 260.0 50 22

Rate per 1,000 average beneficiaries on the roll.
2 Estimated.

The actuiiiil stu(Iv referred to eii1ier cites several reasons for the
decline in the (Ie1th tirminition r:ite 1erislntive chances which
brought in yoiimrer workers, intnr;ition of the progrLm, thclibei'alized
definition of disability in the 1965 nmen(lments from permanent
disability to one t.htt is expectNI to last at least 12 months, and



improved rncthcnl procedures that have also contributed to the
decline in death rates in the general population.

However, the actuaries state that although all of these reasons
contributed to the decline, "it is doubtful that they can fully account
for the ratlwr rapid decrease that has been observed.'! Rather, they
say, they believe that hetlthiei app1ictnts aie being awarded disability
benefits and consequently there is a tendency for the overall mortality
rates to decline:

The magnitude of the increase in the incidence rates is so
substantial, that it is likely to have had a significant effect on
the characteristics oF applicants that are being awarded dis-
ability benefits. it is our belief that progressively healthier
individus have been granted bene6ts, and that progressively
healthier individuils have been aflowed to stay on tile rolls
(p. 12).

Examining the other signifiant factor in termination rates, recovery
rates, the actuaries come to essentiully the same conclusiOn:

The rapid decrease in the gross recovery rate sinc 1967
cannot be explanedin terms of legislated changes since there
have not been any major chnnges in the law since then. As
with the decline in the gross (lat11 rate, and probably even
more so, it is believed that progressively healthier benefi-
ciaries are being allowed to continuereceiving benefits with-
out being terminated (p. 12).

The actuaries also cite administrative changes as a'possible reason
fm a decline in recoveries due to a determination of improvements
in the 1)eilehciarys physical condition. Pinpointing "administrative
expediency," they note that t1 high workload pressures of 1)nst
veai's forced SSA to curtail some of its policing activities. The Socini
Security Adm inistiafioii made, continuing disablity investigations
of about 10 1xr(eltf of.tli DI l)eneflciaries on the rolls in years prior
to 1970. flttiing flcal years 1971 to 1974, wjen the administrative
cimiirh of tl bl;ulc hing and SST progims were at. their peak, there
\VUS iii iiiV('StiilfiUIi of just over 4 percent. of the 1)1 beneficiaries in a

A finni fitor which i mentioned in the actuaries analysis is high
benefIt levels, or high replacenmnt ratios. Defining the replacement
ratio a tli aiinu1 inount of 1)Cnefits received by the disabled worker
and his dpindents çlivided by his after tax earnings in the year before
onset of (lisahilit.y, the actuaries claim that the iverage repincement
ratio of disibled workers with median earnings has increased from
about 60 percent in 1967.to over 90 percent in 1976. During this period
the gross recovery rate decreased to only one-half of what it was in
1967.

More recently, the Social Securit, Administration actuaries com-
mented' on how replacement ratios affect the recovery rate by noting:

High benefits are a formidable incentive to maintain bene-
ficiary status especitllv when the value of medicare and other
benefits are consi(lere(1. We. believe that the incentive to re-
turn to permanent self—supporting work provided by the trial
work period provision has been largely negated by the pros-
pect of losing the high benets. ("Experience of Disabled—
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Workers Benefits Under OASDI, 1972-76," actuarial study
No. 75, June 1978.)

A study of disabled workers who were awnrded benefits in 1972
which appeared in the April 1979 issue of t.he Social Security Bulletin
found that, among certain vorkeis with conditions nost. subject to
medica.l improvements, thos with high replacement rates were less
likely to leave the rolls. More specifically, the study found that among
younger workers, a relationship of benefits to recoverr according to
earnings-replacement level was apparent.. Twenty percent of' those
un(Ier. age 40 with higher rèplacemènt rates recovered from their
disabilities. rfhis peicentge ineieased to 32 when the replacement
rate was less than 75 peicent. A similar effect was found for those with
dependent children and for, those with injuries such as fractures and
disc displacements.

The authors conclude:
Thus, although the ovêra]l recovery roportio'ns seem alike

for those with high and low earnins-rep1acement. rates,
receipt of benefits does appear t have an effect on some of the
subgioups.

C. CURRENT STATUS OF THE PROGRAM

1. WHAT RECEN' STATISTICS SHOW

Recent. statistics seem to indicate that the social security disability
programs are leveling off. Title II disabled worker applications have
been (le(iea..ing on an annual basis since 1974 551 diabihty applica-
tions have been increasing, but at a 'rate significantly lower than in
earlier years. As mentioned earlier, for the first 5 months of :1979 the
number of title 11 disabled worker applications was virtually the same

for the same period in the previous year. SSI disability applications
were up by 7.5 percent in that same period of t.ime.

Application statistics, however, are perhaps not as signifiant as
other progrnnl stati4ic—thosc tetling how many nre coining on the
rolls and those telling how many are going off. Between 1975 and 1978
the number of benefits avrded to (lisbled workers dropped from
592,O49 in 1975 to 457,451 in 1978, a 23 percent decrease. In the first
5 months of 1979 this trend continued, With awards in that period
about 13 ptrcent losser thnn for the same 5-month period in 1978
sI aiud to the (l1bled hae also been dechnin, froth q high of

'4:36,490 in 1975, to 348,848 in 1978, a (lecline of about. 20 percent.
Sttttistics show that t.hi trend is contitming into 1979. SSiwarcIs on
the bmis of disability for th first. 5 months of 1979 wefe about 7
percent below those of the previous venr.

Program statistics a]so show a considerable increase in State agency
denml rates. In fiscal year 1973, 47 percent of all St.tte agency initial
(lecisions relatin to title II disabled workers were deninls.'The denial
rate in 197S w 60 percent. State ngency initial decisions on SSI
appIication resulted in a denial rate of ibout 58 1)eiceflt in 1977,
increasin to 64 percent in 197S. For the list quarter in 1978 the denial
rate retche( I nctrly (37 pelcen t.
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in addition, available statistics show that the number of cessations
as opposed to continuances in determinations of continuing disability
for disabled workers have greatly increased as follows:

TABLE 44.—TITLE II DISABLED WORKERS, CESSATIONS AND
CONTINUATIONS, 1975-78

Tota' cases

Calendar
year

Cessations Continuations (continua-
tions and

cessations)Number
—

Percent Number Percent

1975 37,200 31.2 82,000 68.8 119,200
1976 37,600 33.5 74,700 66.5 112,300
1977 58,200 46.0 68,400 54.0 126,600
1978 61,400 50.8 59,400 49.2 120,800

Experts in the fiekl of disability are re'uctant to (1rW many con-
clusions from these statistics. rfhere is a feeling of unease about their
significance, puticularly over the long term. The 1979 trustees'
report shows an improved forecast 'for the DI trust fund over the one
mide list yer. This is ctused by projections of lower rates of enroll-
ment than were made previously and were based on the actual slow-
down in new awards since the last quarter of 1977 (although enrollment
is still plojecte(1 t.o rise in the future under all three sets of economic
asslimp tions in the report—optimistic, intermedhtte, and pessimistic).
The trustees add their own note of caution, however, observing that
"this reduction in the incidence of disability was not anticipited and
its causes are not very clear, so it is uncertain whether the trend will
continue in the future."

2. EXPLANATIONS GIVEN FOR CHANGES IN THE GROWTH PATTERN

As the preceding quotation from the trustees' report indicates,
there is a feeling of uncertainty among disability experts as to exactly
why the growth in the programs appears to be leveling off. If ne
reu(is back through the analysis of the causes of growth prepared by
the social security actuaries, one expects to find some basis foi under-
standing why the, growth may have slowed. The actuaries' analysis
cites administrative factors as having an impact on the growing
(usability incidence rates in earlier years, as well as having an effect
on the decline in terminations. Although other factors seem relatively
unchanged, there his, in fact., been considerable change in the ad-
ministration of the disability programs in t.he last 2—3 years.

The WTays and Means Committee Report on HR. 3236, in referring
t.o the new assumptions of reduced disability incidence rates, states
that the reasons for these are not wholly known. However, the report
refers to the, fact that the Subcommittee on Social Security "has
received considerable testimony that this maybe the result of tighter
administration and a growing reliance on the medical factors in the
determination of disability." (p. 15)

The House Social Security Subcommittee staff issued a committee
print on February 1, .1979, which includes statistics similar to those
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above. Citing these statistics, the Subcommittee requested adminis-
trators of the State agencies to give "your opinion is to the reaons
for these recent tren(!s. . . and deal with any other aspect of the
'climate of adjudication' which seems relevant to our inquiry." Some
30 administrators responded, and their observations were 4iscussed
in some depth in the committee print.

A number of States wrote t}mt criticism of the disability program
has had the effect of changing the "adjudicative climate." The Sub-
committee print quotes one administrator as saying:

I believe the primary reason for the recent conservative
approach to disability evaluation is a direct result of the
activities of the Subcommittee on Social Security, the General

• Accounting Office, and others involved in evaluating the
effectiveness of the program. The Administration has appar-
ntly carefully considered all of the comments, inquiries,

• opinions, etc., and concluded that a "tightening up" is de-
sired. This view may be somewhat of an over simplification;
but. in the real world it is quite likely the root cause of the
recent trends.

In summary, I believe the "adjudicative climate" has
changed primarily as a result of the activities of your com-
mittee. I believe the change to be reasontble and desirable.
Benefits are being awarded to those individuals who are not
working and unable to work primarily as a result of their
medically determinable physical and mental impairments,
and benefits are being withheld from those individuals who
are not working primarily as a result of other factors. (p. 12)

According to the staff analysis, however, more administrators
pointed to the promulgation of more specific Federal guidelues and
better documentation of cases (as the result of quality assurance re-
quirement.s and procedures) as being mainly responsible for increased
denials. Quotations from the letters of three administrators taking
this view are as follows:

I believe it is fair to state that most cases are more com-
pletely documented now than they vere two years ago and
that this more complete documentatiow has resulted in im-
proved decisions. Of course, the increased documentation has
rncreased administrative costs; however, it seems that the
increase in administrative costs may have resulted in lower
program cost; thus a net reduction in cost to the trust fund.
The important point, is that the better documentation has led
to more "right" decisions.

* * * * * *

Why the increase in denial and cessation rates? Is it due to
some form of subtle persu1sion from [the Central or Regional
offices] to deny or cease benefits because of certain Trust Fund
considerations? Perhaps the cost-effectiveness aspect is one
cause and one result of the "tightening up," but we do not
view it ns the only or even major goal. Our reasoning is simply
this: we have not been given a new set of rules under.which
to operate but, rather, needed definition and structure to con-
cepts and criteria which have always existed as part of the
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disability program since its inception. Are the increased denial
arid cessation rates, then, a res.i1t of a more appropriate
a )plication of program concepts and criteria to the dis—

)ility determination piocss? Our feeling is yes. Demands
for additional and more solid documentation cannot disfavor
the allowable claimant hut (tTi disfavor the deniable claim-
ant. What, if any, are the differences in demographic charac-
teristics of and illness/disease incidence and trea.tment
effectiveness in the population of today as compared to that
of four years ago, and what role do they play in the increased
denial-cessation rate? Are the criteria to allow or continue too
rigid? The answer to the latter is, it is not for us to say. (p.l3)

* * * * * * *

We feel that a combinntion of better quality assurance,
better leadership from the Regional Offices ts vell as the Cen-
tral Office, more definitive procedure and policy instructions,
a closer adherence to the actual medical listings on which (lis—
abilities must be based, all of these have come together to cre-
a.te a more reilistic npproach to the tspect of disnbility
decisions. rfhe.eIol.e with these guidelines being followed
closely, a good adherence to quality assurnnce recommenda-
tions, the denial rate has increased, the allowances that are
allowed aie becoming more realistic, and this trend will con-
tinue because there is a way yet to go in terms of accuracy
relntive to the continuation and the allowances processes. (p.
13)

* * * * * * *
The House subcommittee letter specifically asked the State adminis-

tratois to evaluate the increase in denials on the basis of "slight impair-
ment" which has taken pkice in recent years. Under the sequential
determination pioceditie used in 1ec1(lrng whether an individual is (us—
.abled, the disability adjudicator must determine whether the individ-
ual has a severe impairment, even before he explores whether the mdi-
vidual meets or equals the nle(.lical listin, or, in the 'next step, is
entitled to consideration of vocatiomtl factois. If the adjudicator
decides that the condition is not "severe," but is, rather, a "slight
impairment," then the individual is determined not to be (lisabled.
The percentage of disabled worker case denied on the basis of "slight
impairment" inereaed from tbout 8 percent in 1975 toabout 32 per-
dent in 1977, increasing to 36 percent in the last 6 months of calendar
year 1978.

According to the subcommittee stiff, the States cited a number of
element.s which could account for the rise in percentnge of (lenials
based on slight inipnirment. These include increased Federal guidance
on what constitutes slight impairment communicated by written and
ral policy instructions, training sessions, and through cases returned
to the States as the result of quality assurance review- by the central
tfice in Baltimore and the reiional offices. All of these have emphasized
creased physician involvement in adjudicat:ion and also increased
ocumentation of cases.

Following are two analyses of the development by State administra-
tors:

* * * *1 * *
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The slight impairment basis code his an interesting story.
When 'I began adjudicating cases, the closest thing we had
to a definition of "slight im1)urInent" wus thut it meant "no
impairment at all." Thus, if we found nny deviation from
normal ve would procee(l to other considerations. In recent
yenrs, more and more effort has gone into trying to define
whtt WflS meint by "slight" and into trying to give exumples
of such impairments. Now, there ate nvuilable lists of impiir-
ments which, when occurring alone, or in combination with
other (simikr) impuilments, are uutomaticully considered
slight. These are impairments thut would not huve been
routinely considered slight, in pust years, but the consensus
of me(hcnl opinion is that they ictiially re (colostomy, loss
of one eye, etc.). Quite often one may find (lisngreements
imong medical practitioners about the impact of some of
these impairments, but overull t.his ap1)rolch (siecified ex-
amples) is )roblbly one of the best ways to promote uni-
formity in the use or this basis code. (p. 15)

* * * * * * *

Initially, there was concern that examiners, with an ad—
ditional documentation "burden," might opt For the "slight
impairment'' (leniaF to avoid the (letLile(l vocational docu—
mentLtion now required when uljudicLting on "more—
than—slight" impairment basis. While this mty hLve begun
to occur, it did not continue on t sustaine(l basis, j)limnritv
because of the advent of the SPAR j)1OtL111 in 1/77. econ(l
tier feedback in the form of 2052's ("retuins" outlining the
deficiency but without the acco1njuiy1iig ce) iiicliideil
basis code errors Ln(l increLse(.l einphisis o[1/ui1(1 (lelineaAion
of sequential analysis, the first step of which is to determine
severity level.

it is not without reason, then, thut the bi jump in
''slight im1airment'' (lenulls occurred between 1976 and
1977 ind continued to rise in 1978. Exuminers began to look
rnôie cuielully seveiity level lor it meant more or less work
for them depending on whether the imptirnietit \VUS ''sliht''
or "mole thin slight." _\lso, the 2052 basis code "returns"
continued to come iii and Q/A, taking its cue from this feed-
back, began to cuielully monitor the Lpplication of sequential
analysis. With the new DISM Vii (Quality Assuiance In-
structions) (7/78), the State ugen;y chie! medical consultint
now- reviews muny more claims than belore and, for etch, he
notes his severity ntting. We aie now being trtined ln(l are
learning to differentiate, not between an llovance nn(l U de-
nial, but among six levels of severity as the first step in
sequentini intl1ysis, leading to sounder and more uniform
decisions. (p. 16)

* * * * * * *

A number of States see problems with the growth in "slight im-
pairment" denials. One administitor wrote:

We must also admit.that use or this basis code has been
inflated by both conscious and habitual examiner actions to
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avoid vocational development. There has been an increa xl
emphasis on vocational factors over the past. several years.
Documentation requirements are perceived as excessive. In
fulfilling the criteria, the time demand and complexity of
documenting vocational issues is burdensome. Then, despite
valid efforts, the chnnces of' a deficiency citation ure great
since the expectations are so detailed. Also, assessments of
residual functionnl dnJ)acity ale extremely judgmental and
represent another nrea of high-error probability, The obvious
solution for the examiner is to use the "s'ight ipairment"
basis and thereby avoid the questions of residual cu)acity
nd vocational factors altogether.

Certninly this prictice is discouraged administratively
and hns been Ie(Iuce(l ; however, the method is still there an(1
does influence borderline cases. 'fhie rumifiontions tire severe.
It. reflects an nbsence of sequential nnalysis since the claim is
prejudged to be a (lenial and then the ubsence of functionat
loss is iscribed. It has not been our experience that decisional
errors frequently occur as a result of this 1)Ictice, yet. we cuii—
not deny that potential. (p. 15)

* * * * * * *

As shown above, the statistics relating to cessations show an im-
pressive increase. In 1975 only 31.2 percent. of continuing disability
investigitions (CDIs) were resulting in. cessations ol disability. By
1978 this had grown to 50.8 percent. The Stnte administrators gen-
erally shared the same exJ)lInations for this development. They re-
ferred to increased documeiitnt.ion of' cases and the return of cnses to
the State agencies as the result of Federal quality issuurance review.
In, addition the 100 percent review- of continuances which \VL5 in effect
nt times during the period is said to have had a major effect. One
State lgency administrator sumina.iized the factors as follows:

The increase in the number of cesations seems to be an
int.erphy of three factors: (a) 'l'he approich to CDI cases is
now much iliflerent. than in earlier ye.ar. [State agencies] are
now (leveloping CDT cases much the same way that. initial
claims are handled. This results in a great (lecreae in the
number of "no CDI issue" continuances. (b) Many cases
that were allowed during the trauma period following imple—
inentation of the SSI program are now being reviewed under
a more careful approach. (c) The increased documentation
requirements previously mentioned also apply in CDI cases.
Incidentally, a greater overall 1)elcentage of these cases are
being revieve.l by all three tiers of the review- system.

1 would be reluctant. to 1)le a great. deal of weight. on one
other factor as far as the nitional picture is concerned—but
it needs to be mentioned. Many cae being ceased by the
[State agencies] are cases which were allowed at the hearing
level with les objectivity than the [State agencies] uses. 1 (10
not wish to belabor the issue of AU adjudication, but I would
like to again make the plea that ali componeiits—BHA in-
cluded—be required to follow the same guideline. if we are
handling claims under the same regulations. We are seeing an
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increasing ground swell of attorneys who seem to specialize io
(usability cases, and who do eveivt.hing l)0S511)Ie to impede
han(lliIar of claims by the tate ugeneiesj so, that they can
get the claim denied and eseul ted to the hearing level. They
arc aware that having a ekirn reviewed from a suhjeetive
rather than objective standpoint enhances the chuttecs br it
favoruhie decision. (p. 17)

Nearly oil the administrators also pointed to the elimination in
•Tuly 1976 of the requirement that ''medical improvement'' had to be
hown before the State agency could terminate, a case. Tue need to
show medical nnprovement 'had long been cited as a problem because
some administrators felt that they were being forced by that require-
ment. to continue people on the rolls who should not have been awarded
benefits in the first place.

Most of the above comments echo those heaid 'by the staff of the
Finance Committee in its discussions in the last. two yeais with
'Federal and State disability administrators. They tend to confirm the
crucial importance of administrative factors in the disability )rogri1ms,
and the sensitivity of. the disability rolls to what might appear to be
technical changes in requirements.

VIII. Pending Legislation

A. GENERAL DESCRIPTION

There are a number of. bills amending the disability insurance and
supplemental security income programs which 'ill be of interest to the
committee in any consideration of disability legislation.

The House of Representatives has passed I-I.R. 3236, the Disability
Insurance Amendments of 1979, providing changes in the Dl )mg1Irn
which are designed tO remove disincentives to employment. The

'House—passed bill is similar in a number of respects to the disability
insurance amendments proposed in the 96th Congress by the Adminis-
tration. Both include provisions for a "cap" on family benefits, as well
as other provisions aimed at encouraging the disabled to return to
work. These additional provisions would (1) l)ermit. a deduction of
extraordinary impairment-related work expenses in (letermining
whether an individual is 'performin substantial gainful activity, (2)
extend the trial work period from 9 to 24 months and make the same
trial work period applicable to disabled widov(er)s, (3) extend medi-
care coverage for an.a(lclitional :; months after (ash benefits cease for
ln(livi(luals who have not medically recovered but, have returned to
substantial gainful work, (4) eliminate the second 24—month wail tug
period for medicare which a beneficiary presently must. urn lergo ii he
returns to work but. subsequently must. return to the (lisabilil rolls,
and (5) authorize demonstration projects to test ways to stimulate a
return to work by disability beneficiaries. (These latter provisions to
encourage a return to work are also included in . 164:;, introduced by
Senator Durenberger. S. 1643 does not, however, include the provision
for a "cap" on benefits.)

Both the House-passed bill and the Administration's bill include
proposals affecting the administration of the disability programs, al-
though these differ in a number of respects.
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In 1I(1(lition the Senate has before it bills which amend the SSI
(liSliblill; program lln(1 whith also arc ;iirned it reinovin (lisu)eeiitives
br tlisii hk(l poisons to seok employrrierit. 591, iiltfl)(IUCCd by Senator
I)oJt, il lS rraor \It,vriiluin, .Ier,lst'ri, Runt oil, tr:iiiston, l);infortli,
Slrv•.ikm, itritl .!ii.V kits CflSJnioM(if's, pI'oVJfl(S b',r sj>t'titil hriiotii status
for f)(1S(11Is s'.htt 1110 tbetorrniriatl tAt haVe it severe rriei.l,cal disability but
lose ehizihlit y or legn a r Sl benefits l)e(:aI so t hey heiri l)e1toI.ng
suhstantuu I gainful iitt ivity (earnin more than 28() a month). Eligi-
bility for this special status would be limited to those who meet •or
equal the Social Seciuity Administration's medical listin s for dis-
ability, and would not include in(hivi(luals who meet the definition of
disability on the basis of vocational factors. Cash benefits would be
the same as Plovided for regular SSI recipients, and would 1)hase out
at $481 it month (at current benefit. levels). Persons would be eligible
for medicaid all(l social services up to this phaseout point, and could,
(lepending on their particular circumstances, retain ehigiblity for med-
icaid and Social services beyond this level if they met certain criteria
Piovded in the bill.

The provisions for special benefit status for persons who meet or
equal the medical listings are somew-hat similar to temporary pro-
visions approved by the Finance Committee in the 95th Congress
(H.R. 12972). However, the 95th Congress legislation was aimed
primarily at protecting medicaid and social services eligibility for the
severely disabled, and piovi(led a specia.l monthly payment. of $10
.a month rather than extending cash benefits on the same basis as for
regular SI recipients.

BR. 3464, the Supplemental Security Income Amendments of 1979,
as passed by t.he House is similarly aimed at assisting disabled in-
dividuals to Undertake and continue employment. One of the major
provisions of HR. 3464 would expand curient eligibility criteria for
SSI recipients by changing the definition of what constitutes sub-
stantial gainful activity. The substantial gainful activity test for SI
eligibility would, in effect, be increased from its piesent level of $280
a mouth to a minimuni of $481 for individuals ($689 in the ;ie of a
con plc). Thus, 1111 iiiclivid ii al COUI( I be determined ''not (lisa ble(I '' on
the basis of his earnings only if they exceeded this amount. 'l'hie .SGA
limit vouhI be ftirt tier increased by the cost. of any impa irnieiit—
relate(l work expenses. The bill in(Iudes a number of other provusions
affecting disabled 551 recipients, aimed both at encouraing a return
to work and improved administration. The House—passed provisions
are included in S. 1657,' introduced by Senator Levin, with Senators
Lugar, Durkin, Baucus, Hatch, Simpson, Sarbanes, Riegle, and T.eahiy
as cosponsors. I(lentieal provisions are included in a broader SI bill,
S. 1402, introduced by Senator Riegle.

(The Administration's draft diiibiIity bill referred to above also
has provisions aineruhing the SSI and medicaid I)rograms. These
provisions generally are written so as to coordinate the DI tititl SSI
programs with respect to the trial work period, eligibility for medical
benefits, and preservation of beneficiary status.)

S. 1203, introduced by Senator Bayh, would amend title 11 to
eliminate the waiting period for benefits in the case of individuals
who are terminally ill.
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A more detailed description of these bills provided below:

B. H.R. 3236, THE DISABILITY INSURANCE AMENDMENTS OF 1979

The stated major purpose of the bill i "to provide better work in-
centives and improved accountability in the (hsabilit.y insurance pro-
gram." The House Committee on Wav and Means observes in its
report on H.R. 3236 that "Recent actuarial studies in both the Public
and private sector have indicated that high rplaeement ratios (the
ratio of benefit to previous earnings) have conMtittited a major dis-
incentive to disabled people in attempting rehabilitation or generally
returning to the work forte."

Limit on family benefit—In oI(ler to provide greater inccntive to
work, the house bill provides for a o-cälled "Cal)" Ofl family beneflt.
The bill would limit total DI family beneflt to au amount equal to the
smaller of 80 J)er(eut of a worker's average indexed moiitlilv earnings
(AIME) or 150 percent of the worker's primary insurance amount
(PIA). The 80 percent of AIME limitation ha it major effect on
wage earners at lower earnini level; the 150 percent of PIA liniita..
tion would affect average and higher wage earners. Under the bill no
family berifit would be reduced below 100 percent of t.he worker's
primary benefit. The limitation would be effective only with respect to
in(lividIial becoming entitled to beneflt on or after January 1, 1980,
baed on (lisabilitie, that began after calendar year 1978.

The 80 percent cap was adopted in repone to the criticism that
under present law family benefits often exceed 100 percent of a worker's
average indexed monthly eamiiw. A the committee report points
out, social security benfits are baed on cross earnint, not eariirILrs
net of Federal and State taxes and work-relate(l expenses. Thus, the
80 percent cap act ully repreents a higher j)ercelltage of "take—home"
pay than would first appear.

'J'Iie (ommit tee report argues that for workers at Iii.rher wage levels
so(ial security benefits should replace less than 80 Percent of A1ME.

reasons given are: at higher waite leveli, (oncern for benefit. a(le—
qua(v is less, the likelihood of private supplementation is greater, and
the discrepancy between gIos earnings (upon which social eciirity
benefits aie btsed) nnd pre(Iisabil ily d isposible et rniflgs is gre;U er
than in t lie cae. of t lie lower paid worker. 'l'he 150 j)er(ent of PIA
limitation is (leine(l to produce family benefits for these higher paid
workers that.. are less than SO peieent of A1.ME, with the pei'centa.re
declining to about 50 percent of AIME at the hirliest earnings levels.

it i estimated that the limit on benefits would aiplv to 30 percent
of newly entitled (liabled workers. Seventy percent of those coining
on the rolls (10 not have eligible (lepen(leIlt and thuM woul(l not. be
affected by the cap on family benefits. Accor(ling to estimates, 123,000
disabled-worker families would be affectel by the cap in .the first. year.

Jiedict;on n dropout 7iears.—Uii(ler current law, \vorkeis of all
ages are d'oved to exclude 5 yeurs of ow earnins in aveinging their
eainins for benefit Puioses. In response to the argument tlt this
gives an undue advantage to younger workers, the House bill niovides
ioi varying the number of dropout yeals according to the ae of the
worker. Under H.R. :2:•6, theie would be no (1 ro})out years allowed br
workers under age 27. The nurnber of (liol)ped years would gntdually



increase to 5, s under present lav for vorkers age 27 nnd over, as
follows:
Worker's age: Number of dropout years

Under 27
27 through 31 1
32through36 . 2
37 through 41; 3
42through46 4
47andover 5

In addition, the bill provides that if a voiker pIovi(le(1 principal
care for a child under age 6 for more tha.n 6 months in a calendir
year that VaS a year of low eirnings, that year could also be dropped
(up to a total of 5 dropout years). This poson would become effec-
tive, in January 1981. The Social Security Administration is directed
to submit a report on how the provision kould be implemented,
with recommendations for any chunes, by Janu;iry 1, 1980.

Other provisions designed to encourage a retirn to .work.—H.R. 3236
incu(1es a number of provisions described in the report is being
designed to "stimulate more (lisabled beneficaries to return to work
despite their impairments." These ;ue:

1. Permit a deduction of extrnordinary impairment—reated work
expenses, attendant care costs, nnd thecost of medical devices,
equipment., and drugs and services (necessary to control an im-
pairment) irom earnings for UFOS5 of determining whether ;ln
individuaJ is engaging in substantial giiniul activity, regardless of
whether these items are ailso needed to enable him to carry out
his normal duily functions.

2. Extend the present 9-month trial work period to 24 months.
In the last 12 months ol the 24-month period the individinil
would not receive cash benefits, but could automatically be
reinstated to active benefit stutiis if u work ittempt fiils. The
bill ilso provides that the snme trial work period would be ;lp—

plicable to di.abled widow (er). (Under J)reent law, vlieri the
nine—month trial voik period i completed, three additional
months of benefik tire provided. rfhe bill does not alter this
aspect of pieent law.)

3. Extend medicare coveine for in l(l(1ition1ll 36 months
after cash benefits ccise for i worker who is. engiging in sub—
st;intiul giinfuI ictivity hut hus not mcdieally 1ecoverc(l. (The
first 12 months of the 36—niontli period would be part. of the new
24-month trial work period.) Under 1)lesent hiv medicare coverage
en(ls when cash benefits cease.

4. Eliminate the requirement thit i person who becomes
disabled a second time must undergo aiiothei 24—nioiitli waiting
period before medicare coverage is available to him. This amend-
ment would apply to workers becoming disabled agnin within 60
months, and to disabled \vi(low(er)s and adulis disabled since
childhood becoming disabled again within 84 months. In addition,
where a disabled individual was initially on the cash benefit rolls
but for a period of less than 24 months, the months (luring.which
he received cash benefits would count for purposes of qualifying
for medicare coverage if a subsequent disability occurred vithin
the aforementioned time periods.
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5. Authorize waiver of certain benefit requirements of titles II
and XVIII (medicare) to allow demonstration projects by the
Social Security Administration to test ways in which to stimWate
a return to work by disability beneficiaries.

Admin'ist.ration by State agences.—The House bill would eliminate
the provision in present law which provides for disability (letermina-
tions to be performed by State agencies under an agreement negotiated
by the State and the Secretary of hEW. Instead, the bill would
provide for disability determinations to be made by State agencies in
accordance with standards an(l criteria contained in iegulations or
other written guidelines of the Secretary. It would require the Secre-
tary to issue regulations specifying performance standards and
administrative requiiements and procedures to be followed in per-
forming the disability function "in order to assure effective and uni-
form a(Iministration of the disability insurance program throughout
the United States."

The bill a'so provides that if the Secretary finds that 'a State agency
is substantially failing to make disability determinations consistent
with his regulations, the Secretary sha'l, not earlier than 180 days
following his finding, terminate State administration and make the
determinations himself. In additionto providing for termination by
the Secretary, the bill provides for termination by the State. The
State is required to continue to make disability determinations for
180 clays after notifying the Secretary of its intent to terminate.
Thereafter, the Secretary would be required to make the determina-
tions.

Federal review of S/ate agency delerminations.—The bill wou'd have
the effect, over time, of reinstituting a review procedure used by
SSA until 1972 under which most State disability allowances were
reviewed prior to the payment of benefits. The bill provides for pre-
adjudicative Federal review of at least 15 percent of allowances in
fiscal year 1980, 35 percent in 1981, and 65percent in yearst.hereafter.

Perjod•,c review of disability determ'ivat'ons.—Unless there 'has been
a findino that an individual's disability is permanent, there would
have toe a review of the case at least once every 3 yearsto (letermine
continuing eligibility.

(J1ams avd appeals proced'ures.—The bill includes a number of
provisions relating to the acljudicat ion and appeals process. These are:

1. Require that notices to élaimants include a statement of the
pertinent law and regulations, a list of the evidence of record,
and the reasons upon which the disability determination is based.

2. Authorize the Secretary to pay all non-Federal providers
for costs ol supplying medical evidence of record in title II
claims as is done in title XVI (SS1) claims.

3. Provide permanent authority lor payment of the travel
expenses of claimants (and their representatives in the case of
reconsiderations and AU hearings) resu'ting from participation
in various phases of the adjudication process.

4; Eliminate the provision in present law which requires that
cases which have been appealed to the district court be remanded
by the court to the Secretary upon motion by the Secretary. In-
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stead, remand woidd he (liScretionary with the court, and only
on motions of the Secretary where "good cause" Wn showrn.

• 5. Continue the provision of present law which gives the court
discretionary authority to remtnd eases to the SecrelLry, hut add
the requirement that rerntnd for the purpose. of ttking new evi-
dence be limited to nes in wli ih there i a howin that Ilicie is

• new evidenee hib is ii iteii.I ;ud thtt there \\flS OO(I (al1se br
faiui'e to incoi1)oial.e it into the record in u Prior proceeding.

6. Foieclose the intro(Iuction of new evuIer1(e with respect
to an application after the decisionis made at the a(IrniniMtrative
law judge hearing level. At the present time new evidence may be
introduced until all ]evels of administrative review have been
exhausted (through the Appeals Couni1).

• 7. Require the Secretiry to submit a report to Congress by
January 1, 1980, recommendirw: aI)1)Fop1iate case processing time
limits for the various levels of adjudicition.

Trust fuvd exendtures for rehabiljtafjon.—Ad(ljtioilal amendrnents
are included which are intended to improve the effectiveness of reha-
bilitation services provided to DI henefciaries by State vocatiornil
rehabilitation agencies. Present luw authorizes an amount of up to
1.5 percent of disability insurance exl)en(litures to be rnide uvailable
to rehabilitate title II beneficiuries under the beneficiary rehabilita-
tion program. The }Touse. bill eliminates this speciil funding. The
committee report justifies this change on the bisis that the cost effec-
tiveness of the provision has been questioned. The report cites a
GAO study which estimated that for evely $1 of rehabilitation ex-
penditure, on'y $1.15 in saxings is renlized by the trust lund. The bill
assumes ttht rehabilitation services bor DI beneficiaries voud befinanced out of eneril revenues under the basic rehabilitntion State
grants program. However, it authorizes paYment from the trust fund
of a bonus to the States of Rn amount equal to twice the State shard
of the cost of services to Dl beneficiuries which result in their per-
formance of substantial gain1u activity which lasts bor a continuous
period of 12. months, or which result in their employment for an
equal period of time in a sheltered workshop. (The State shiie oF the
cost of rehabilitatin incliviclmds under the basic rehabilitation pro-
gram is 20 percent.) This provision is intended to emphasize that themain purpe of trust fund expenditures for reliabilitution is to bring
about. benefit terminations.

Terminaton of benefits for persons ii. VR proqrain.s.—The House billalso provides that no DI beneficiirv be terminated due to medical
recovery ii the beneficiary is 1)rticip1ting in an approved YR program
which the Social Security Administration determines xviII increase the
likelihood that the beneficiary may be perminently removed from
the disabilit.y rolls.

Cost estimates—The following estimites of the effects of t.he bill
have been provided by SSA actuaries, The estimates used arebase(1
on the so-called int.ermediite assumptions. The use of either the
pessimistic or optimistic assumptions would produce different results.



Limitation on total family
benefits for disabled-
worker famUies (sec. 2)—

Benefit payments
Administrative costs....

Total

Reduction in number of
dropout years for younger
disabled workers (sec.
3)—

Benefit payments
Administrative costs.

Total

Deduction of impairment-
related work expenses
from earnings in deter-
mining substantial gain-
ful activity (sec. 5)—

Benefit payments
Administrative costs....

Total

Federal review of State
agency, aflowances (sec.
8)—

Benefit payments
Administrative costs...

Total

More detailed notices spec-
ifying reasons for denial
of disability claims (sec.
9)—

Benefit payments
Administrative costs i...

Total

See footnotes at end of table.

—38 —146 —263 —392 —525 —0.09

(4) +1 +1 +1 +1

—12 —45 —88 —138 —193 —.04

+1 +2 +5 +9 +13
(4) (4) (4) (4) (4)

+2 +5 +9 +13 +.01+1

—3 —20 —73 —133
+7 +13 +16 +17

+4 —7 —57 —116

—198
+17

—181 —.06

(0) (6) (6) (8) (6)

+13 +20 +21 +22 +23

+13 +20 +21 +22 +23 (8)
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TABLE 45.—ESTIMATED EFFECT ON OASDI EXPENDITURES, BY
PROVISIONS OF H.R. 3236

(Pluses indicate cost, minuses indicate savings)

Estimated
effect on

long range
OA SD I

.

Provision'

.

Estimated effect on OASDI expenditures In
fiscal years 1980-84' (in mi'lions)

expendi.
tures as

percent of
taxable

payroll 231980 1981 1982 1983 1984

—$38 —$146 —$263 —$392 —$525
(4) (4) (4) (4) (4)
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TABLE 45.—ESTIMATED EFFECT ON OASDI EXPENDITURES, BY
PROVISIONS OF H.R. 3236—Continued

[Pluses indicate cost, minuses indicate savings]

Provision' 1980 1981 1982 1983

Limit trust fund payments
for costs of vocational re-
habilitation services to
only such services that
result in a cessation of
disability, as demon.
stràted by a return to
work (sec. 13)—

Trust fund payments
Administrative costs (3)

Total

Payment for existing medi-
cal evidence and certain
trav& expenses (sec. 15
and 16)—

Benefit payments (8) (8)

Administrative costs s... +$17 +$21

Total +17 +21 +22

Periodic review of disabi-
ity determinations (sec.
17)—

Benefit payments —2
Administrative costs ... +34

Total +32 ±15 —18

Benefit payments. —54 •—25 —480
Payments for costs of voca-

tional rehabilitation Serv-
ices

Administrative costs +71 +95

Total net effect on
OASDI trust fund
expenditures ±17 —140 —420

I The benefit estimates shown for each provision take account of the provisions that preP
cede t in the table.

2 Estimates are based on the intermeite assumptions in the 1979 trustees report.
8 The estimated change in long-range average expenditures represents the total net change

in both benefits and adrnnstrative expenses over the next 75 yr.
4 Additional administrative expenses are less than $1,000,000.
6 None.
Assumes short conclr,e statement and applies only to Dl claims.
Less than 0.005 percent.
Additional expenditures for the payment o certain travel expenses amount to less than

$1,000,000 in each year.
Note: The above estimates are based on assumed enactment of H.R. 3236 in December

1979.
Source: Social Security Administration, Oct. 8, 1979.

47—554—79——lO

Estimated effect on OASDI expenditures in
fiscal years 1980—84 (in millions)

Estimated
effect on

long range
OASbI

expendi-
tures as

percent of
taxable

1984 payroll'3

—$42 —$83 —$86
(3) (3) (3)

—42 —83 —86 —.01

(6) (0) (6)

+22 +23 +24

+23 +24 (8)

—25 —60 —100 —160
+40 +42 +43 +45

—57 —115 —.03

—-55

—42 —83
+102 +106

—86
+110

—732 —1,040 —.21
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TABLE 46.—LONG-RANGE.COST ESTIMATES FOR TI-E PRO-
VISIONS OF H.R. 3236 ASSUMING EFFECTIVE DATE OF JAN.
1, 1980: ESTIMATES SHOWN FOR EACH FROVISiON TAkE
INTO ACCOUNT INTERACTION WITH PROVISIONS THAT
PRECEDE N THE TABLE

Estimated longrae. cost
as percent of taxable pay-
roll based on 1979 trust-
ées report's intermediate
assumptions

OASI DI HI'

1. Limit total DI family benefits to the smaller of 80
percent of AIME or 150 percent of PIA. No family
benefits would be reduced below 100 percent of
worker's PIA (2) —0.09 (2)

2. Compute DI benefits using one dropout year for each
5 full elapsed years. However, if the worker pro-
vided principal care of a child (own child or
spouse's) under age 6 for more than 6 mo in any
c&endar year which is included in the worker's
elapsed years, the number of dropout years is
increased by 1 for each such calendar year. The
maximum number of dropout years allowed is 5.
Continued application of this provision for retire.
ment benefits when disabled worker attains age
65 but not for survivor benefits when he dies.
(Child care dropout provision effective Jan. 1,
1981) (2) —.04 (2)

3. Exclude from earnings used in determining ability to
engage in SGA the cost to the worker of any extra-
ordinary work related expenses due to severe
impairment incIudng routine drugs and routine
medical services (2) .01 (2)

4. Provide trial work period for disabled widows/
widowers (2) (9)

5. For any disabled worker, widow(er), or. child who
engages in substantial gainful activity within 13
mo after the completion of the trial period (TWP)
Dl benefits are terminated after the 15th mo
foUowing completion of the IWP. Suspend DI
benefits for any month during the 15 mo following
completion of the IWP in which the beneficiary
engages in substantial gainful activity, excluding
the 1st 3 such months (2) (3) (2)

6. Extend medicare coverage for 24 mo after SGA
termination following the completion of a trial
work period (2) (3) (2)

7. Eliminate the requirement that months in the medi-
care waiting period be consecutive for - persons
returning to beneficiary status within 60 mo of
termination. (84 mo for disabled children or dis-
abled widows/widowers) (2) (2)

Proposals 6 and 7 combined (2) (2) +0.01
8. Provide that determinations of disability be made by

secretary or by State agency pursuant to an agree.
ment with the secretary. The Federal-State agree.
ment is optional andcould be terminated by either
State or secretary. Provide that secretary alone
determine reimbursement to State for actual costs
of making disability determinations (2) (2) ()

See footnotes t end cl tsbIe
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TABLE 46.—LONG-RANGE COST ESTIMATES FOR THE PRO-
VISIONS OF H.R. 3236 ASSUMING EFFECTIVE DATE OF JAN.
1, 1980: ESTIMATES SHOWN FOR EACH PROVISION TAKE
INTO ACCOUNT INTERACTION WITH PROVISIONS THAT
PRECEDE IN THE TABLE—Continued

Estimated long.range cost

.

as percent of taxable pay-
roll based on 1979 trust-

. ees report's intermediate
assumptions

OASI Dl HI'

9. SSA preadjudicative review of at least 65 percent of
State agency initial determinations (allowances
only), fully effective in fiscal year 1982 (2) —0.06 —0.01

10. Provide claimant with written summary of evidence
used in making disability determination (2) (2) (2)

11. Provide that the Secretary's authority to remand a
court case to the AU be discretionary with the
court upon a showing of good cause by the secre-
tary. Require that the court may remand on'y on a
showing that there is new evidence which is ma-
terial, and that there was good cause for failure to
incorporate it into the record in a prior proceeding. (2) (2) (2)

12. For any person whose disability ceases as a result of
rehabilitation (as demonstrated by 12 continuous
months of employment either at the level of SGA or
in a shelteredworkshop), the DI trust fund will
reimburse the U.S. Treasury the Federal share of
the VR cost for that person. No DI trust fund reim-
bursement will be made otherwise () —.01 (2)

13. Provide that no beneficiary be terminated due to
medica' recovery if the beneficiary is participating
in an approved VR program which SSA determines
will increase the likelihood that the beneficiary may
be permanently removed from the disability bene-
fit rolls (2) (2) (2)

14. Require secretary to pay all non-Federal providers
for costs of supplying medical evidence of record
in title II disability claims (2) (2) (?)

15. Authorize payments from Dl trust .fund for claimant's
travel expenses resulting from undergoing a medi-
cal exam required by Secretary. Pay for travel
expenses of claimants, representatives, and
witnesses in attending reconsideration interviews
and hearings

16. Require State agency or secretary to review the cases
of disability beneficiaries at least once every 3 yr
for purposes of determining continuing eligibility.
U the beneficiary's disability is determined to be
permanent, the periodic review is not required (2) —.03 (9)

TotalforH.R.32363 (2) —.21 —01

:25Yr average cost.
Less than 0.005 percent.

'Due to rounding separate estimates for the provisions may not add to the total.
Source: Social Security Administration.
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C. DISABILITY INSURANCE REFORM ACT OF 1979, AS PROPOSED BY
TEE ADMINISTRATION

The Administration's disability amendments are expressly aimed
at targeting expenditures for disability insuraflce benefits "in a
manner more specifically directed to achieve the purposes Of the
program," to remove disincentives for the (lisabled to engage in gaihf iii
activity, ind to make uidministrative improvements. The draft bill
would amend both title II (disability insurance) and title XVI (supple-
mental security income j)roram) of the Social Security Act.

In the March 12, 1979, letter to the Congress which accornpnied
the Administration's (lralt disability bill, the Secretary of HEWT
stated that "The cost of the disability insurance program has grow-n
in the last decade and serious and legitimate questions about t.he wage
replacement rate fetture of the benefit structure continue to be
voiced. Since the inception of the disability insurance program in
1956, dIsability insurance (DI) and old-age and survivors insurftnce
(OASI) benefits have been calcuhtted using the same formula. One
result has been that, for a significant minority of the caseload, that
rate at which benefits replace wages is extremely high; approxi-
mately 16 percent of the disability caseload has wage replacement
rates in excess of 80 percent of disposable earnings, and for 6 peicent
that rate exceeds 100 percent."

Limit on family benefit.—In response to this criticism, t.he Adminis-
tration bill provides for a "cap" on family benefits. There would be a
limit of 80 percent of the individual's fiverage indexed month'y
etrnins (ATME) as the maximum amount of total benefits thtt
could be paid to the famfly (the individual and his dependents) on the
basis of the worker's earnings record. (The House bill provides for
the smidler of 80 percent of AIME or 150 percent of the primary
insurance amount (PTA)). Current saw, which wouhl remain un—
changed for those entitled to oI-re and survivors insurance benefits,
has highe.r limits. The provision would be effective on'y with respect
to in(1ivi(1uas becoming entitled to benefits after ugust 1979, based
on (lis9bilities thtt ben ifter calendar year 1978.

J?eductton iii. dropo'ut years.—Under current ]aw, vorkers of all
nges are aloved to exclude 5 years of low etrnings in iveiaging their
earnings for benefit purposes. The A(lministrtltion's bill, like the
House bfll, provides for varvin the number of dropout yeals ac—
c.or(Iin to the are of the worker. Under both prOI)OS:Li5, there would
be no dropout years itUowed for workers under nge 27. The number of
(Iropped yeus would gridually increase to 5, as under present law,
for workers age 27 and over. In presenting this proposal, the Ad-
ministr:ition observed that "The proposni voukl bring the benefits of
young disabled vovkers more into line with those. provided to older
workers." II woul(l apply to workers becoming disabled after 1978,
fln(l entitled for months after AlI1.itst 1978.

Other provisions deiqned to encouraqe a ,ejirn to woik.—The Ad-
ministration's I)ropol includes t numlei of Provisions designed to
elinitna te disincentives to emra1.e iii substantial gain ful ictivity in((
encourae u return to work. A number of these tire similar or identicil
to provisions in II.R. 326, ns reported by the Ways and 1eins
Committee (althoiih H.R .3236 omits any provisionsiffecting the
SSI and medicud 1)iog1ilms):
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1. ERminate the requirement that a person who becomes dis-
abled a second time must undergo tinother 24-month waiting
Period before medicare coverage is available to him. This amend-
ment would apply to workers becoming disabled again within 60months, and to disab'ed widow(er)s and n(lults disabled since
childhood becoming (IiSabed ngnin within 84 months. In addition,
where disabled 1ndividual was initiaHy on the cash benefit rolls
bitt, for a period of less than 24 months, the months during which
he received cash benefits would count for I)urposes of qualifying
Jor medicare coverage if a subsequent disability occurred within
the aforementioned time period.

2. Extend the present 9-month trial work period to 24 months.In the last, 12 months of the 24-month period the individual
would not receive ctish benefits, but could iutomatically be rein-
stated to active benefit status if a work attempt fails. Th billalso provides that the same trial work period would be applicable
to (lisabled vidow(er)s. (See description of (his 1)I'ovision in HR..:.236.)

:3. Extend medicare coverage for an fl(lditional 36 months tifter
cash benefits cease for a worker who is engaging in substantial
gainful activity but has not. medically recovered. Under presentlaw- medicare coverage ends when cash benefits cease.

4. Provide that. the extension of the trial work period, (lescribed
in (2) above, would also apply to persons receiving benefits under
the SSI program.

5. Provide for an extension of medicaid coverage for SSI recipi-
ents for an a(lditional 36 months, under the same circumstances
as are J)plicable to DI beneficiaries in (3) above.

6. Require that in determining whether an individual's earnings
constitute substantial gainful activity, there must be excluded
amounts spent by the individual for attendant care, or otheritems or services that he needs, because of his impairment, toengage in giinful activity. If care or services necessary to enable
him to work are furnished without cost. to him the Secretary will
specily the 1mount of the deduction with respect to that ctre orservice that is to be made for Purposes of determining ability (0
engage in SGA. The same amounts are to be excluded for DI and
SI in the case.of 'a-personreeivingbenefi45 under bot.h-programs...
These amounts are to be excluded even though the care or service
ny also be necessary to enable the individual to carry out his
normal (hilly functions. The bill also P1'ovides the same exclusionfor applicants and recipients under title XVI for purposes ofdetermining SGA. In addition, if the blind or (1isabed ln(Iividual
piys the costs of these services or items himself, these amounts
will be deducted in (letermining the amount of the SSI benefit.The Secretary is directed to prescribe the types of work-related
expenses that may be deducted, and to set limits on the amountsof the deductions.

7. Require the Secretary to review the tibove timendments andreport to the Congress, aft.er 5 years, concerning their effective-
ness in encouraging disabled individuals to return to substantialgtiinful activity.

Administration by State agencies.—The Administration bill, like theHouse bill, would eliminate the provision in present law which, pro-
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vides for disability determirations to be performed by State agencies
under an agreement negotiated by the State and the Secretary of
HEW. Instead, the provisions of the Administratiori' bill, which were
adopted by the house, would provide for disability (letelminatlons to
be made by Stat.e agencies in accordance with standards find criteria
contained in regiilaions or other written guidelines of the Secretary.
It would require the Secretary to issue regulations specifying Per-
formance standards and administrative requirements and 1)Iocecl uies
to be followed in performing the disability function "in order to assure
effective and uniform administration of the disability insurance pro-
gram throughout the United States."

The bill also provides that if the Secretary finds that a State agency
is substantially failing to make disability determinations consistent
with his regulations, the Secretary shall, not earlier than 180 days
following his finding, terminate State administration and make the
determinations himself. In addition to providing for termination by
the Secretary, the bill provides for termination by the State. The
State is required to ontinue t make disability determinations for
180 days after notifying the Secretary of its intent to terminate.
Thereafter, the Secretary voud be required to make the determina-
tions.

Federal review of State agency decisions.—The Administration's bill
would allow the Secretary to review and revise State agency dis-
ability determinations to make the findings either more or tess favor-
ab'e to the daimant. Under present law, the Secretary may review
only allowances, and not denials.

Limit on introduction of new evidence.-—The Administra.tion' bill
(like H.R. 3236) would amend present law to foreclose the introduc-
tion of new evidence with respect. to an application after the decision
is made at the administrative law judge hearing level. At the present
time new evidence may be introduced until all eves of adrniristra-
tive review have been exhausted (through the Appeals Council).

•Research and Demonstration. projects.—1'he Administration's bill con-
tains provisions similar to those in the SSI and DI bills approved by
the House which would authorize the Secretary to waive certain re-
quirements under titles IT, XVI, and XVITI in order to carry out
experimental or demonstration projects.

Judicial review.—Under the Administration's bill the Secretary's
determinations with respect to facts would be final; court review would
be limited to questions of statutory and constitutional interpretittion.
Present law provides that the findings of the Secretary as to any fact.,
if supported by substantial evidence, shall be conclusive. The Admin-
istration's bill would de'ete the substantia' evidence requirement. This
would apply to decisions under both the DI and SSI prozrams.

Deemnq of parents' income to disabled or blind children.—For purposes
of SSI eligibility determination, the "deeming" of parents' income
would be limited to disabled or blind children under age 18 regardless
of student status. This provision is similar to one adopted by the
Finance Committee in H.R. 7200, 95th Congress, and to a provision
in H.R. 3464, as passed by the House in the 96th Congress. However,
the House bifl also provides that those individuals through 21 who
are receiving benefits at the time of enactment would b protected
against loss of benefits due to this change.
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D. S. 591, INTRODUCED BY SENATORS DOLE, MOYNIHAN, BENTSEN,
RIBICOFF, CRANSTON, DANroirru, SCHVEIKER, ANI) JAvITs

S. 591 amends title XVI (the supplemental security meorne program)
with r051)CCt to benefits for (JiS1LI)ICd recipients who have earnings from
gainful employment. 'I'lie purpose of the bill is to ussist severely handi—
CuLI)l)ed irl(livid IIiI Is to ufl(lertakc and continue employment.

Benefits ,or indvu1uals who perform substantial gainful anti vity despite
severe med jcal impairment.—Under l)1esent law an in(livj(luaI qualifies
for SSI disability payments only if he is "unable to enage 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." The Secretary of HEW is required
to prescribe the criteria for determining when services l)erformed or
earnings derived from employment demonstrate an individual's ability
to engage in substantial gainful activity (SQA). For 1979, the level
of earnings established by the Secretary for determining whether an
individual is engaging in substantial gainful activity is $280 a month.
Thus, when an individual has earnings (following ii. 9mont.h tria.l work
period) which exceed this amount., he loses eligibility for cash benefits,
and may also lose eligibility for medicaid and social services.

S. 591 provides 'that for persons who are determined to have a
severe medical disability, but cease to be elirible 'for regular SSI benefits
because they are performing substantial gainful activity, special
benefits could be paid until earnings reach the SSI breakeven point.,
$481 a month. These special benefits would be paid only to those who
are determined to meet or equa.l the social security disability medical
listings, without regard t.o consideration of vocational factors (such
as age, education, or work experience). T'he amount of the special
cash benefits would be reduced as earnings increase. Persons who
received, these special benefits would be eligible for medicaid and
social services on the same basis as regular SSI beneficiaries. States
would have the option of supplementing the special Federal benefits.

The bill also would allow continuation of medicaid and social serv-
ices beyond the breakeven point ($481) if the Secretary o' 1IEWT
determined that t.he termination of eligibility for t.hese benefits would
seriously inhibit the individual's ability to continue his employment,
and if his earnings were not sufficient to, allow him to l)lovRle for
himself a' reasonable equivalent of the cash and other benefits that
would be available to him in the absence of earnings.

This provision is similar to a temporary provision approved by the
committee in 1978 in H.R. 12972. However, H.R. 12972 limited the
cash benefit to $1.0 a month and was aimed primarily at preserving
eligibility for medicaid and social services.

Exclusion of certain work expenses in dtermining SGA.—S. 591
includes a. provision, similar to provisions in the House-passed bills,
H.R. 3236 and H.R. 3464, which require that in determining whether
an individual is performing substantial giniul activity, there shall be
excluded the cost of attendant care services, medical devices, equip-
ment, or prostheses, and similar items and services (not including
routine drugs or other 'routine medical care and, services) which are
necessary in order for the individual to work, whether or not these
items are also needed' to enable him to carry out his normal daily
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functions. S. 591 specifies, in addition, that the Secretary of HEW
shall determine those items and services which may be ecluded uhder
this provision.

Presumptive disability.—The bill allow-s a person who was once
disabled for purposes of either title II or title XVI to be considered
presumptively disabled if he leaves the rolls as a result of pei'forming
substantial gainful activity, but reapplies for benefits within a 5-year
period. Benefits paid to a person who was subsequently détertnined
not to be disabled would be subject to reeovery.

Earned income in sheltered workshops.—Under the bill, earnings
received in sheltered workshops and work activities centers would be
considered as earned income, iather than unearned income for
purposes of (letermining SSI benefits. This would assure that indi-
viduals with earnings from these kinds of activities would have the
ndvant.age of the earned income disregards 1)Iovided in law for earli-
ings from regular employment.. The committee approved an identical
provision in H.R. 7200, 95th Congress.

(Yost estimates.—CBO has estimated the cost of the bill to be ss
million in fiscal yeir 1980, increasing to $11 million the following
year as the provisions are fully implemented.

E. II.R. 12972, 95TH CONGRESS, A5 REPORTED BY THE COMMITTEE
oN FINANCE

Benefits for ind-ividnals who perform substantial gain f-ui act vity despite
severe medical imajrment.—As described under S. 591, 1)reent hiw'
1)rOvides thnt an individual who has earnings of $280 a month or more
loses eligibility for SSI benefits, regnrdless of his impairment. This is
the dollar amount. of earnings considered under present regulations
to constitute "substantial gainful activity," which is the basic test
for whether an individual is disabled. Under the bill reported by the
committee last yenr, a severely medically disabled individunl (who
meets or equals the Social Security Administration's medical listings)
who loses his eligibility for reguhu' SSI benefits because of performance
of substantial gainful activity would become eligible for a special $10
monthly benefit. Eligibility for the benefit would be considered to be
the same as eligibility for SSI for purposes of maintaining the indi-
vidual's meclicai(l and social services coverne.

The special SSI benefit and the concomitant eligibility for other
programs would continue until the individual's earnings reached the
point at which his benefit amount would have been reduced to zero
under the regular benefit computation formula ($481 at the present
time). When the severely disabled individual's income exceeded the
amount which would cause a regular benefit. to be reduced to zero,
the special benefit- would he terminated unless the Secretary found (1)
that. the termination of the cash benefits and the loss of medicaid and
sociil services eligibility would make it iinposible for the individual
to retain his employment.; 8nd (2) thnt the in(lLvi(Iu;Ll's earnings did
not provide at lenst an equivnlent of the combined benefits he ould
otherwise receive from the SSI, medicaid, and social services programs.

Disregard of attendant care costs in determining SGA.—The bill
provides that if an individual has a functional limitation which re-
quires that. he have personal assistance in order to work, the amount
which he must pay for attendant care will be disregarded in determin-
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ing wlwtlwr hi eatmings constitute subtaniul gainful activity. This
diregard will apply even if the atten(lant care i neces.nry to enable
him to carry out his normal (Inily functions.

rIlIe. above provisions were to be implemented on a trial basi,
expiring at the end of three years.

CTost estimate.—CBO estimated oiithivs of $1 million in the flr
year of the bill (fiscal year 1979), $2million in the second year, and
$3 million in the third year.

F. H.R. 3464,. SUPPLEMENTAL SECURITY INCOME AMENDMENTS OF
1979, AS PASSED BY THE HOUSE

HR. 3464 amends title XVI (the suppkmental security income
program) with respect to disabled recipients who have earnings from
gainful employment. The stitt.ed major i)w'poe of the bill is to assist
(li.sabled individuals to undertake and continue employment.

The determination of substantial gaif ul activity—As described under
5. 591, preentlaw provides that an individual who has earnings of
$280 a month or more 1oes eligibility for SSI benefits, regardless of
his impairment. This is the dollar amount of earniI1g considered
under present regulations tO constitute "substantial gainful activity,"
which js the basic test for whether an individual is disabled.

Under H.R. 464 an indivi(1utl could be found "not disabled'' on
the basis of his earnings crpacity only iF he were uthible to euin S
much as $481 for a single indivic1utl, an(1 $690 for nn eliibIe couple.
(Any lut!Ire aii•tomtic eost-of—livjn increases in the Federal SSI bene-
fit would automatically increase the current bisic SGX amounts.)
These trnounts would be further increased by the amount of any
impuirment—related work expenses. Thus the SGX level would vary
from individiitl to in(livi(Iual lej)efl(Iing on his irnj)airment—Ielated
work expenses and on his maiit.tl stutus. A single. individijul with
monthly expensès oF $150 would hve an SGX level oI631 a month
or $7,572 a yeu. II this same individual had. an eligible spouse his
SGA level would be $840 a month or $10,080 a year.

The effect of H.R. :464 is to modify the SSI (le€lnitiorl of (lisnbilit
by changing the definition oC what constitutes substtntiuI giinfid u—
tivity. For individuals with severe (Iisabilities\vhi(h meet or equul SSA's
me(lictl listings, or who qualify on the basis ot vocntionl Inctors,
the increase in the SGA level would peitnit them to obtain employ-
ment at a higher. level of earnins thtn is now 1)oSSible without losing
their entitlement to SSI benefits. If would also permit. initial eligibility
for any such severely (lisabled individuals who are not, now eligible
because they aie, in lact, performing work ut levels above the level of
substanthil gainFul activity.

The determination of the benefit amount. —Present law provides that
in deteiminin eligibility for and the am ount ol SSI benefits, there
shall be excluded the first $65 of monthly euinings, Plus 50 percent. of
earnings nbove this amount. The $65 a month exclusióii was estih—
lished as a standard amount to take acc ount of work expenses of all
aged, blinU and disabled recipients with ear nings. r1hese disregard pro-
visions have the effect of establishing a Fed eial SS,I bieakeven point
of $481 for n individual and $690 lot an elig ible couple. II an iged or
disabled individwtl (or couple) has

. eaining s above the breakeven
point, he is not eligible for any Federal benefit. However, blind recip—
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ients are, in ul(lition, entitled to a disregard of individqa itenized
amounts spent as work expenses. This provision has the effect of rais-
ing the brenkeven point for blind iersons who hftve work expenses,
thus int:reusin the amount of earnings that a blind individual may
huve and still retain Si eligibility.

H.R. 3464 provides that, for the thsibled, a standard work-related
expense disregard equal to 20 percent of gross earnings would be al-
lowed in determining the monthly SSI pftyment. In addition, lmpair-
ment-related work expenses which are paid for by the ñulividunl would
be disregarded. For purposes of determining the benefit amount,
amounts of earnings would be disregarded as follows: (1) the first $65
of monthly earnings, (2) 20 percent of gross earnings, (3) impiirrnent-
related woi'k expenses paid for by the individual, and (4) 50 percert
of any remiining monthly earnings.

Disabili(ij status witho'ut SSI paymeits and presvmptive disabi1ty
deterrnj'nat•jom—Un(ler H.R. 3464, a disabled SS1 recipient would be
allowed to retain disability status, without receiving SSI payments,
for 12 months following termination of SSI benefits due to earnings in
excess of the SGA limit. Dtiring this 12 month period, a person could
immediately requalify. for SSI 1)ayments U necessary becaus of a loss
of or reduction in earnings. This 12 month period (luring which the
individual would maintain disability status without SSI payments
would follow the 9 month "trial work period," plus t.Ie 3 months
allowed before atua1 termination of payments, provided under present
law.

In ad(litlon, a person who 'oses title II (disability insurance) or
SSI disability status due to earnings in excess of the SGA limit would
be considered presumptively disabled if he reapplies for SSI benefits
within four years following the loss of disability status. Such n indi-
vidual would begin receiving SSI payments immediately upon a
determination thit he meets the income and assets tests and would

• continue to receive benefits unless and until it was determined that
the disability i'equiiernent.s were not. met.

In addition to the changes in the SSI disability program, the
• 1)111 Contains the following provisions:

SSI Demovstralion Pioject&—The Secretaiy of HEW would be
authorized to conduct experimental, pilot or demonstration projects
which, in his judgment, are likely to promote the objectives or improve
the adnthiistration of the SSI program. The Secretary, however,
would not be authorized to carry out any Project that would result
in a substntia1 reduction in any individul.'s total income and re-
sources as a result of his participation in the project. The Sre-
tary could not require any individ-ual to participate in a project and
would have to assure that the voluntary participation of individuals in
any 1)l'oject is obtained through an informed written consent agree-
ment which satises requirements established by the Secretary. The.
Secretary \vonl(T also have to assure that any individual could revoke
at any time his voluntary iuieeinent to participate.

Deeming of Parents' Income to Disabled or B1'ind C7iildren—For
purposes of SSI eligibility (letermination, the "deeming" of parents'
income would be limited to disabled or blind children under 18 regard-
less of student status. Those in(lividuals through 21 who are receiving
benefits t. the time of enactment would be protected against loss of
benefits due to this change.
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Decision Notices for SSlApplicavts.—The Secretary of HEW would
be required to provide SSI applicants with a decision notice containing
a citation of the pertinent law and regulations, a summary of the
evidence, and the reasons for the decision on their application.

SSI Payments D'uri'ng Participatifrn in Rehabilitation Pro gram.—An
SSJ beneficiary could not be terminated due to medical recovery while
he s )art.1c1pttting in an tipproved vocationtil rehibilitation program
which the Social Security Administration determines will incrcse the
likelihood that the person may be permanently removed from the
disability benefit rolls.

Cost estimates.—According to the Congressional Budget Office out-
• lays for SSI and medicaid benefits under the louse bill would be

•
iricre;ised by $7 million in fiscal year 1980 (the bill becomes effective
Only in the last quarter of the year), increasing to $63 million in 1981,
11S million in 1982, $149 million in 1983, and $158 million in 1985.
Most of these costs are attributable to the increase in the SGA level.
In submitting its estimate for H.R. 3464, the Congressional Budoet
Office cited the problems it had in developing the est•imnte, notrng
"I)ucity of information" and difficulty in predicting behavioral
response of either recipients or administrators. It cautioned that uider
certnin circumstances "the cost estimites here could be significantly
understated." The CBO statement which is included in th Ways and
Means Committee Report on H.R. 3464 is quoted here in full:

Cost estimates involving disability determinations are
(lifficult and seldom precise. There is a paucity of informa-
tion available on current disabled recipients and even less
iniormttion is ava.ilib1e on the potentially eligible recipients.
In addition, it is difficult to predict the behavioral response
of either recipients or administrators. This cost estimate has
rnicle no ndjustment for three potentially irnportnnt factors
because of t lack of detailed information on which to base
an adjustment. First, no tidjust.ment his been made to
reduce costs because of increased work response of current
recipients to the increased work incentives provided in this
bill. Second, no decreased vork response hs been cilculated
for those who might work less in un attempt to become
eligible br either SSI or (usability insurance. Finally, the
estimate implicitly assumes no change ii the medical or
vocational factors currently used to determine disibility. If
the medical listings or vocational factors ale liberalixed s
a result of the increase in the SGA limit, the costs estimated
here could be significantlyunderstted. (p, 38)

in addition to the difficulty of estimRting the direct costs of the
•

provision for the SSI program, there is also a question of its impact
on the title II disability insumnee program. While H.R. 3464 chRnges
the meaning of "substantial gainful activity" only with respect to the
SSI j)rogram, the same term is used—without legislative definition—
in the title II program. Apart from the costs which would be involved
if the Department found it necessary or desirable to modify the title
II meaning of that term to conform to that in H.R. 3464, the ctu-
urial office of the Social Security Administration estimates some spil1
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over impact on the costs of that program, as is indicated in the
memorandum below.

SEPT. 26, 1979.
MEMORANDUM FRO[ FRANcIScO R. BAYO, DEPUTY CHIEF

ACTUARY, hO(IAL ECURI'I'Y ADIINISTRAT1ON, ON EFFECT
OF 'If R. 3464 'ON Dl CosTs
H.R. 3464 (Coian bill), which modifies the substnntial

gninlulactivity (SGA) amount for title XVI (SJ), will have
n significant effect on DI costs. There are two reasons for
this. The first is that some workers who are in1J)are(l enough
to qualify unler the definition of disability in present law
but who nevertheless have not applied for benefits cai
more easily become entitled to DI benefits under the bill. The
second reason is that the proposed change in the SGA con-
(ept lor the SSI program implies a liberalixation of the defini-
tion of disability lor that 1)roglam, which will ultimately
also affect the deflnition of disability for the Di program.

With respect to the first reason, we think that under present
law there is a significant number of woikers who have not
npphed for disability benefits even though they are impaired
enough to be found disabled. Their current earnings are
substantiafly above the present law SGA levels, anti they
are not sure thut their mpai1ment is severe enough lor them
to qualify for benefits if their earnings were lower. Under
present law, in order to become entitled to disnbility bene-
fits, these individuals would have to leave their jobs (which
they might be unable to get. bwk) and file an application for
benefits (which as far as they 'know could be denied). It is
our opinion that many of them perceive the financial risks
of tIng to become entitled tobnefits as being too high and
preler to continue working even though they are highly
mj ) 91 re( I.

The bill, with its propoSed (lianges in SGA, would allow
a large portion of these. workers to apply and become eUgb1e
to &I (iisahihty benefits with little or no change in ther
work or eirnings 1)attelns. Once these workers are eligible
to receive SSI disabflity benefits their 1)e1eption about their
own situation (:ouki change significantly. They wifl recognixe
that there is little financial risk in allowing their eanings to
drop since they are assured that a large portion of the (1101)
in their earnings will be replaced by the SSI program. For
some, their earnings will eventually drop enough for them to
qiiahy under the DI program. Of those, there are some who
will become entitled earlier than under present law, and there
are others who under present law woidd not have become
entitled to DI benefits at any time. Therefore, some DI
costs wiH be generated by the biU that would not be n-
curied under present law.

With respect. to the second reason we think that there
are two important ideas that need to be understood. One s
that the SGA concept is an integral part of the definition ol
disability. rihere are many who erroneously translate the
SGA concept into the idea of "allowable earnings". However,
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the SGA dollar level wns developed and is primarily applied
under 1)resent law as an administrative tool that assists in the
(letermination of whether a person is or is not disabled. In
ad(Iition, many peopie erroneously equate disability with an
ImI)airment. 1-lowever, the definition of (usability requires
first an inability to engage in substantial gainful activity
(SGA) and second that such inability be due to an impair-
ment. Therefore, a change in what constitutes SGA is
(1early a fundamental change in the definition of disability.
Consequently, since the bill 1)loPO5es a change in the SGA
concept for SSI, it is also proposing a change in the definition
of disability lor SSI.

The second idea which needs to be understood i that the
SGA concepts and the definitions of disability under the SSI
and DI programs are highly interrelated. To date, the same
a(l]lldicators have adminitered bot.h programs in the same
way and have applied the ame definition of disability. Under
the bill, the ituation will still be the same, excel)t that the
SGA concepts and hence the definitions of disability under
the two programs will be difFerent.. We ee this as posing a
practical problem in the administration of the program.
Although we are not sure how this vill be resolved, our best
judgment is that. the liberalizations in the SSI program under
the bill vill lead to a more liberal DI program, which will
result in additional DI costs.

Althouh no one can exactly pre(lict how many individuals
will be affected or what their additional DI benefits will be,
on the basis of our judgment we estimate that the average
long-range cost of the DI program will increase by 0.05 per-
•cent of taxable pnyroll (baed on 1979 trustees reports inter-
mediate assumpt.ion). This would be equivalent, to about
$500 mi lion in calendar year 1979. Most of this increase in
costs is estimated to be due to the first reason stated above.
We are assuming that only small additional cost will arise
due to the practcal side effect of the liberalization of the
(lefinition of disabflity in the DI program. These small addi
tional costs that are estimated are bned on the a4sumption
that the application of the definition of disability ih the DI
gram will be carefully monitored. If not carefully moni-
tore(l, there vouhl be very large cost impact. on the DI pro-
gram. For example, if the modifications proposed in the bill
were to be made applicable to DI the long-range program
cot would increase by at least 0.70 percent of taxable pay-
roll. This would be equivalent to at least $7 billion in calendar
rea.r 1979.

G. S. 603, INTRODUCED BYSENATORS JAvITs, STAFFORD, CHAFEE,
SCHwEIKER, AND HAYAKAwA

S. 603 is aimed at preserving medicaid eligibility for persons who
are severely disabled but do not meet the requirements for disability
benefits under the SSI program because they are performing sub-
stantial gainful activity.

Specifically, the bill would amend title XIX to allow St'ates to
provide coverage under medicaid for "severely disabled individuals
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who meet such critoria oF mdienl severity of disability as the Secre-
tary shall prescribe in regulations, notwithstanding such individuals'
performance of 'substantial gainful activity' within the meaning of
title XVI. . . ." No cost estimate is available.

H. S. 1203, INTRODUCED BY SENATOR BAYH

S. 1203 would amend the title IT disability insurance program to
provide that the waiting period for disability benefits shall not be ap-
plicable in the case of an individual suffering from a terminal illness.
Present law requires a 5-month waiting period before benefits may be
payable.

Under the bill, terminal illness would be defined as "a medically
determinable physical impairment which is expected to result. in the
death of such individual within the next 12 months." The amendment
would be effective with regard to applications made after the enact-
ment of the bill, or before the month of enactment (1) if not.ice of the
final decision of eligibility for disability has not yet been given to the
applicant, or (2) if the case has been appealed to a U.S. district court.

The cost of this bill is discussed in the following memorandum of
the Social Security actuary's office:

MEMORANDUM FROM STEVE Goss,, OFFICE OF THE ACTUARY,.
SocIAL SECURITY A11INIsTRATION ON Erncr or ELIMINAT-
ING THE DI WAITING PERIOD FOR THE TERMINALLY ILL

Senator Birch Bayli has (lrnfted a bill that wjll eliminate
the .5 month waiting period for disabled workers who are
"terminally ill." Terminal illness is defined as "a medically
determinable physical impairment which is expected to result
in death . . . within the next. 1 months."

The bill does not specify whether death must be expected to
occur within 12 months of onset of disabilit.y or within 12
months of the disability determination. For the purpose of
the cost estimates that. follow in this note, it is assumed that
death must be expected to occur within 12 months of onset of
disability.

Due to the difficulty involved in predicting whether an
illness will result in• premature death, especially within a
limited.time of 12 months or less. the level of accuracy of de-
terminntions of terminal illness cannot be expected to be very
good. It. is expected that many persons will be found reason-
ably likely to die within 12 months of onset who will in fact
survive the veai. Similarly many persons will die within 12
months of onset who will iot have been expected to do so. For
persons who die unexpecte(llv, retroactive payments will be.
made for t.he UI) to 5 waiting period months diring which
they will actually have been entitled under this provision.
However, it is assumed that for persons who survive un-
expectedly, no return of benefits for the five months during
which they were not entitled will be. required.

The bug-range DI prornm cost for this bill as drafted is
estimated at .03 percent of taxable payroll. However, if bene-
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fits for the waiting 1)erjud months aie only paid iest.iospec—
tively following the death of the disahled worker when death
occurs within 12 months o his onset date, the long-range 1)1
cost is estimated at .01 percent of taxable payroll. 'flie sti-
mates arebased on the intelrne(liate assumptions of the 1979
tlUStC('S 1C1)oIt.S.

I. S. 1643, INTRODUCED BY SENATOR DURENBERGER

S. 1643 inchides the following provisions designed t.o encourage (us-
abed title II beneficiaries to return to work despite their impairments.
These provisions would:

1. Permit a deduction of extraordinary impairment-re'ated work
expenses, attendant care costs, and the cost of me(hca devices, equip-
ment, and drugs and services (necessary to control an impairment)
from earnings for purposes of determining whether an individual i
engaging in substantial gainful act.ivity, regardless of whether these
items are also needed to enable him to carry out his normal daily
functions.

2. Extend the present 9-month trial work period to 24 months. In
the last 12 months of the 24-month period the individual would not
receive cash benefits, but could automatically be reinstated to active
benefit status if a work attempt fails. The bill also provides that the
same trial work period vouhl be applicable to disabled \vi(low(er)s.
(Under present law', when the nine-month triai work period is com-
peted, three additional months of benefits are provided. The bill does
not alter this aspect of present law.)

3. Extend medicare coverage for an additional 36 months after cash
benefits cease for a worker vho is engaging in subt.antiai gainful ac-
tivity but has not medically recovered. (The first 12 months of the
36-month period would be part of the new 24-month trial work period.)
Under present law medicare coverage ends when cash benefits cease.

4. Eliminate the requirement that a person who becomes disabled
a second time must undergo another 24-month waiting period before
medicare coverage is available to him. This amendment would apply
to workers becoming disabled again within 60 months, and to disabled
widow (er) s and adults d iabled since child hood becomin (I iabled
again within 84 mont.h. In addition, where a disabled individual was
initially on the cash benefit ro1l but for a period of less than 24
months, the months during which he received cash benefits would
count for purposes of qualifying for medicare coverage if a subsequent
disability occurred within the aforementioned time periods.

5. Authorize waiver of certain benefit requirements of titles II and
XVIII (medicare) to allow demonstration projects by the Social Secu-
rity Administration to test ways in which to stimulate a return to
work by disability beneficiaries.

0
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