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Mr. Mi1Lis, from the Committee on Ways and Means, submitted the
following

REPORT
[To accompany H.R. 6027]

The Committee on Ways and Means, to whom was referred the bill
(H.R. 6027) to improve benefits under the old-age, survivors, and dis-
ability insurance program by increasing the minimum benefits and
aged widow’s benefits and by making additional persons eligible for
benefits under the program, and for other purposes, having considered
the same, report favorably thereon with an amendment and recom-
mend that the bill as amended do pass.

The amendment is as follows:

On page 20, line 11, strike out “(b)’’ and insert ““(d)”’.

This is a clerical amendment.



I. SCOPE OF THE BILL

The proposals embodied in H.R. 6027 as reported by your com-
mittee would provide improvements in our social insurance system.
These changes will make the old-age, survivors, and disability insur-
ance program more flexible and effective in carrying out its basic
purpose, and are along the lines of the changes recommended by the
President. -

The old-age, survivors, and disability insurance program, providing
as it does a regular income for many millions of families who might
otherwise be without the basic means of subsistence, is one of the
most mmportant of our economic stabilizers. Under the improve-
ments recommended in your committee’s bill, additional purchasing
power will be placed in the hands of people who very much need
it. These proposed changes would benefit about 4,420,000 people
within the first 12 months through new or increased benefits amounting
to $780 million. The changes constitute desirable and sound long run
improvements in the system.

onsistent with policies established by the Congress in the past,

the improvements made by the bill will be fully financed and the

grogram will continue to be self-supporting and on a sound actuarial
asis.

II. SUMMARY OF THE PRINCIPAL PROVISIONS OF THE BILL
A. INCREASE IN THE MINIMUM BENEFIT

The bill would increase from $33 to $40 the minimum monthly re-
tirement benefit payable under the program to persons retiring at
or after age 65 and the minimum monthly disagility benefit, with
proportionate increases in the minimum benefits payable to depend-
ents and survivors. This provision would mean increased benefits
for 2,175,000 people, amounting to $170 million, during the first
12 months of operation.

B. BENEFITS AT AGE 62 FOR MEY

The bill would make benefits available for men beginning at age 62,
with the benefits payable to men claiming benefits before age 65
reduced to take account of the longer period over which the benefits
will be paid. The effect of this change would be that men electing to
retire at age 62 will receive the same total amount of benefits over the
remainder of their lives as they would have received had they waited
to retire at age 65.

In the first year of operation, about 560,000 people would get
benefits amounting to $440 million under this proposeg change.

/
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C. CHANGE IN THE INSURED STATUS REQUIREMENTS

The bill would liberalize the insured status requirements so that a
worker would be fully insured if he has one quarter of coverage for
every year elapsing after 1950 (or after the year in which he attained
age 21, if that was later) and up to the year of disability, death,
or attainment of age 65 for men (62 for women). Under present law
one quarter of coverage is required for every three elapsed calendar
quarters.

This change would bring about 160,000 people onto the benefit
rolls in the first year for a total of $65 million in benefits.

D. INCREASE IN WIDOW’S, WIDOWER’S, AND PARENT’S BENEFITS

The bill would increase aged widow’s, widower’s, and parent’s
benefits from 75 to 82} percent of the workers’ retirement benefit—
& 10-percent increase in benefits for these people.

This provision would increase benefits for 1,525,000 people by $105
million in the first 12 months of operation.

E. ESTABLISHING A PERIOD OF DISABILITY

The bill extends for 1 year—to June 30, 1962—the period within
which a person may file an application for establishing a period of
disability for purposes of determining eligibility for, and the amount
of, old-age, survivors, and disability insurance benefits, and have the
period begin as early as the time when his disability began.

F. EFFECTIVE DATES

The benefit provisions of the bill will be effective generally for the
1st month that begins on or after the 30th day after the bill is enacted.

G. INCREASE IN CONTRIBUTION RATES

To meet the increased cost incurred as a result of the improve-
ments in the old-age, survivors, and disability insurance program
which would be made by the bill, provision is made for an increase in
the scheduled contribution rates. Beginning in 1962, contribution
rates would be raised by % of 1 percent each for employees and em-
ployers and by s of 1 percent for the self-employed. The level-
premium increase in cost which would result from the bill is 0.25
percent of payroll and the level-premium equivalent of the income
from the increase in the contribution rates is also 0.25 percent of pay-
roll. This means that the improvements would be fully financed
and the system would remain actuarially sound.

ITII. GENERAL DISCUSSION

A, INCREASE IN THE MINIMUM BENEFIT

Your committee recommends that the minimum monthly benefit
payable to a worker retiring at or after age 65, to a disabled worker,
and to a sole survivor of an msured worker be raised from $33 to $40.
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Proportionate increases would be made in the minimum benefits
payable to other dependents and survivors.

Individuals who are receiving benefits at minimum levels generally
have very little, if any, other retirement income. In a survey of
beneficiaries made by the Bureau of Old-Age and Survivors Insurance
in 1957 it was found that, for married couples where the insured
worker’s benefit was less than $50, about one-half of them had no
permanent retirement income other than old-age, survivors, and
disability insurance benefits. Supplementary public assistance based
on need was being paid in one-fourth of the cases where the insured
worker’s benefit was less than $45.

Improving the adequacy of the benefits for people at the lower
benefit levels will make the protection of the social insurance program
much more effective at the present time, vet it will increase costs
but little over the long run. People coming on the rolls in the future
will generally receive benefits at higher levels because they will have
had more chance to work in covered employment at higher wages
and incomes.

An estimated 2,175,000 people would have their benefits increased
under this amendment during the first 12 months of operation. The
additional benefits that would be paid out during the first 12 months
would be $170 million. The level-premium cost would be 0.06 percent
of payroll.

‘The increase in minimum benefits would be effective for the 1st
month that begins on or after the 30th day after enactment.

B. BENEFITS FOR MEN AT AGE 62

Your committee recommends that old-age and survivors insurance
benefits be made available for men at age 62, with the old-age and
husbands’ benefits payable to men who claim them before age 65 re-
duced to take account of the longer period over which the benefits
will be paid. (Reduced benefits are provided for women at age 62
under present law.)

The provision of benefits at age 62 for men will help to alleviate
the hardships faced by that group of men who, because of ill health,
technological unemployment, or other reasons, find it impossible to
continue working until they reach 65. It is well known that older
worlkers who lose their jobs find it more difficult to get new jobs than
do younger unemployed workers. The plight of the older unemployed
man is particularly bad. It is, of course, worse during periods of
recession and in areas of chronic unemployment. Even with rela-
tively high employment there will always be individuals nearing age
65 who will lose their jobs and find it impossible to get new ones.
Adoption of this amendment will make the program, to which these
people have made contributions over the years in expectation of re-
ceiving benefits when they are too old to work, flexible enough to
provide a degree of protection for them when they find themselves
unable to get work because of conditions beyond their control when
they are getting along in years, even though they have not reached
the age of 65.

Provisions for optional retirement before age 65 are quite common
in private pension plans. A study of the pension programs of 230
companies, made by the Bankers Trust Co. of New York in 1960,
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showed that among the collectively bargained plans 96 percent per-
mitted early retirement and among the noncollectively bargained
plans 88 percent permitted early retirement. In another 1960 study
(by the Bureau of Labor Statistics) it was found that early retirement
provisions were included in 224 of the 300 plans studied (75 percent),
and covered about 3 million of the 4.6 million workers who were
members of these plans (12 of these plans covering about 350,000
workers provided early retirement for women only). Moreover, it
appears that the number of plans providing for optional early retire-
ment is increasing; in a comparable 1952 study . (by the Bureau of
Labor Statistics) only 166 of the 300 plans which were included had
early retirement provisions.

The reduction rates provided in your committee’s bill for men are
the same as those now applied to women. (The reduction rate is the
percentage by which a person’s benefit is reduced for each month by
which he is under 65 when he begins to. get benefits.) The reduction
rate for the wife’s benefit in present law (*%; of 1 percent) is greater
than the rate for a woman worker’s benefit (% of 1 percent) because
the worker’s benefit is payable during all her remaining years after
retirement, whereas the wife’s reduced benefit is payable only while
both she and her husband are alive.

Under present law widow’s and parent’s benefits are not reduced
even though the beneficiary is between ages 62 and 65 when he begins
to receive benefits. Under the bill, the benefits for the male worker
would be reduced at the same rate as now applies for the female
worker. Husband’s benefits would be reduced at the same rate as
now applies to wife’s benefits, and widower’s benefits would be pay-
able in full (as widow’s benefits now are). A worker who begins
getting benefits in the month in which he reaches age 62 will get a
benefit amounting to 80 percent of the amount he would get if he
stopped working then but waited until bis 65th birthday; a man
getting husband’s benefits at 62 will get 75 percent of what he would
have gotten at 65. -

The following table shows monthly benefit amounts for men who
apply for benefits between ages 62 and 65:

Old-age insurance benefit at—
Average monthly wage

Age 65 Age 84 Age 63 Age 62

$40 $37. 40 $34.70 $32. 00

50 46.70 43.40 40, 00
65 60. 70 56. 40
80 74.70 69. 40

100 93.40 86. 70
120 112. 00 104. 00
127 118. 60 110. 10

Eases
TIRNI

A wife between the ages of 62 and 65 of a man who retires at or
after age 62 would, under the provisions of the bill, be able to get a
reduceg benefit based on her husband’s primary insurance amount
(his benefit before reduction on account of his age). For example,
where a man with a primary insurance amount of $100 claims a reduced
benefit of $80 at age 62, the wife would get $50 (50 percent of the pri-
mary Insurance amount) if she were age 65 when he retired, or $37.50
(75 percent of §50) if she were age 62.
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Under your committee’s bill, the method of computing the benefits
for men would differ from that now used for women. More specifi-
cally, the period over which a man’s eligibility for benefits and benefit
amounts are figured would differ from that for women. A man’s
eligibility for benefits and benefit amounts would continue to be
figured over the period up to age 65, as under present law. If a pro-
vision were included to figure a man’s eligibility for benefits and
benefit amounts over a shorter period (up to age 62 instead of to
age 65), as is now done for women, the long-range cost of the program
would be increased by an estimated 0.10 percent of payroll. In view
of the significant cost that would be incurred, your committee has
concluded that it is not advisable to include such a provision.

Otherwise, in general, men would be treated under the bill as women
are now treated. A man or a woman getting a retirement benefit
before 65 has the henefit reduced for each month by which he or she is
under 65, and if the man or woman does not receive benefits for some
months before 65 because he was working, the reduction in the benefit
is adjusted at age 65. This ‘““roundup’ at 65 is now provided for
women.

Your committee’s bill would make an improvement for both men
and women over the provisions of present law. The bill eliminates
a requirement of present law that a person’s benefit must be withheld
for at least 3 months before age 65 in order to have the reduction
recalculated to charge only for the months for which reduced benefits
were received before 65. The bill provides that there will be a
“roundup”’ recalculation at 65 if there was any month for which the
benefit was not payable.

Your committee’s bill would make still another improvement,
applicable to both men and women. Under present law, if a woman
recelves an increase in her benefit by working after she first begins to
get benefits, or if a general benefit increase is provided by law, the in-
crease in the benefit is reduced, even though the increase may be paid
for a much shorter period than the original benefit. At the age of 72,
for example, 10 years after she elected to take a reduced benefit under
present law, a woman still could not get the full amount of a benefit
increase. Still another example of the operation of present law in this
respect is that a woman who took reduced benefits in 1957 and who is
now age 67 could not get the full amount of the increase in the mini-
mum benefit that would be payable to a woman age 65 who had just
begun to draw benefits. Over a lifetime, this basis could mean a
serious diminution in a person’s total benefit. Under the bill a
benefit increase for a person getting reduced benefits—a man or a
woman—would be reduced only for the months remaining before age
65 at the time the increase was effective.

An estimated 560,000 people can be expected to get benefils under
the amendment during the first 12 months of operation. Taking into
account the increase in the minimum benefit also recommended at this
time, the additional benefits that would be paid out during the first
12 months to men claiming benefits before age 65 would be $440
million. There would be no level-premium cost for this proposal.

This provision would be effective for the 1st month which begins
on or after the 30th day after enactment. :
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C. LIBERALIZATION OF THE INSURED STATUS REQUIREMENTS

- Your committee recommends that the requirements for fully
insured status be changed so that a person would need one quarter
of coverage for every year (generally, one quarter for each four
calendar quarters) elapsing after 1950 (or after the year in which
he attained the age of 21, if that was later) and before the beginning
of the year in which he reached age 65 (or age 62 for women), died, or
became disabled, instead of one quarter of coverage for every three
calendar quarters elapsing, as required under present law. (The
minimum requirement of 6 quarters of coverage and the maximum
requirement of 40 quarters of coverage for permanently insured
status would be retained.)

A similar provision was passed by the House of Representatives
last year but was deleted in the Senate. The provision that was
finally enacted, calling for one quarter of coverage for every three
elapsed quarters, was a compromise between the House provision
and the 1-for-2 requirement in the law at that time. Your committee
believes that the provision passed by the House last year is a desirable
one and should be enacted. It would make the insured-status re-
quirements for people who are now old comparable to those that will
apply in the long run for people who will attain retirement age in the
future. People who were young when the program started and
young people who began working after that time will need about
1 year of work for every 4 years elapsing after age 21 (10 years out
of a possible 40 or more years in a working lifetime) in order to be
permanently insured for old-age insurance %)eneﬁts. Under present
law, people who are now old -must meet a proportionally stricter test.
People who were first covered in 1955, for example, and who reached
retirement age (65 for men; 62 for women) in 1961 must, under
present law, have 3} years of coverage out of the 6 years in which
they could possibly have been covered. Under the proposed change,
they would need 2% years. '

The change proposed by your committee would help especially

those people who are uninsured not because they worked irregularly
over their lifetimes, but because the work they did in the prime of
life was not covered. By the time their regular occupations were
covered under the program they were already so old that they could
not work long enough or regularly enough to meet the insured-status
requirements in the law,
_ Under this amendment, about 160,000 people who are not now
insured would get benefits in the first 12 months of operation.
Taking into account the increase in the minimum benefit and the
payment of actuarially reduced benefits to men, the total amount
that would be payable to these people in the first 12 months would
be $65 million. The level-premium cost would be 0.02 percent of
payroll.

The effective date for the liberalization in the insured-status re-
quirement is the 1st month which begins on or after the 30th day
after enactment.
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D. INCREASE IN THE BENEFITS PAID TO WIDOWS, WIDOWERS, AND
SURVIVING DEPENDENT PARENTS

Your committee recommends that the aged widow’s benefit be
increased from 75 percent of her husband’s retirement benefit to 8214
percent—a 10-percent increase in benefits for such persons. A
similar increase would be made in the benefit payable to a widower
and to a surviving dependent parent. (Where there is more than
one dependent parent the parent’s benefits would not be increased—
each parent would continue to get 75 percent of the primary benefit.)

An increase in the widow’s benefit is one of the most needed changes
in the social security program. Aged widows are among the neediest
groups in our population. The average benefit for an aged widow
today is $57.80 a month, as compared with $70 for a retired worker
without eligible dependents; under the bill (taking into account the
increase in the minimum benefit as well as the increase for widows)
the average widow’s benefit will be $64.

Widows not only receive lower benefits than do retired workers;
they also have less in other income. Very few receive private pen-
sions, for example. According to a survey of beneficiaries conducted
by the Bureau of Old-Age and Survivors Insurance in 1957, one-half
of the women receiving aged widow’s benefits had money income of
less than $270 a year in addition to their old-age and survivors insur-
ance benefit, as compared with $470 for nonmarried retired workers.
The proposed change would provide needed additional funds for these
older women. In addition, men who are currently working will know
that through their work and contributions to the program they are
building more adequate survivor protection for their families in the
event of their death.

Taking into account the increase in the minimum benefit, also
recommended at this time, it is estimated that 1,525,000 people would
have their benefits increased during the first 12 months of operation
by the change in the benefit amounts payable to widows, widowers,
and parents. The additional benefits that would be paid out during
the first 12 months would amount to about $105 million. The level-
premium cost would be 0.17 percent ¢f payroll.

This change would be effective for the 1st month that begins on or
after the 30th day after enactment.

The following table compares the amounts that are now payable,
and the amounts that will be payable under the bill, to widows
whose deceased husbands had average monthly earnings of given

amounts:

Amount of [ Amount of

Average monthly wage widow’s bene-|widow’s bene-
fit under | fit under the

present law bill

1833.00 12$40.00

44.30 48.70
54.80 60. 30
63.00 69.30
71.30 78.40
78.80 86.70
87.00 95. 70
95.30 104. 80

! Where widow Is sole survivor, . .
3 Reflects the increase in the minimum bepefit provided for in the bill.
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E. EXTENSION OF THE TIME FOR FILING FULLY RETROACTIVE
APPLICATIONS FOR ESTABLISHING DISABILITY PERIODS

Your committee’s bill would extend for 1 year—through June 30,
1962—the time within which insured workers with longstanding disa-
bilities may file applications for disability protection on the basis of
which the beginning of a period of disability could be established as
early as the actual onset of disablement. This provision of the bill
would allow more time for persons who have only recently—through
the 1960 amendment that provided cash disability benefits for disabled
workers under age 50— become eligible for monthly disability benefits
to file for these benefits. Many of these new eligibles only now are
learning of their rights to disability benefits.

F. INCREASE IN CONTRIBUTION RATES

It is essential that the old-age, survivors, and disability insurance
program remain soundly financed. The Congress has established the
policy that the tax schedule in the law should make the system fully
self-supporting and keep it actuarially sound. Consistent with this
policy, the bill makes provision for meeting the cost of the improve-
ments by raising the contribution rates by % of 1 percent each for
employees and employers and by s of 1 percent for the self-employed,
beginning January 1, 1962.

The increase in the level-premium cost of the program resulting
from the improvements provided in the bill is estimated to be one-
fourth of 1 percent of payroll. Since the level-premium equivalent
of the additional income to the trust funds provided by the increase
in the contribution rates is also estimated to be one-fourth of 1 percent
of payroll, the bill does not change the actuarial balance of the
program.

The new tax schedule would be as follows:

Rate for em- | Rate for self-
Years ployees and | employed
employers
Percent Percent

1062, - e eemcccecmeeeeemacea—ceemme e mccmeesaceaean - 31§ 414
1963 to 1968 oo o_eeo-. e ceemcecmememcmane - - 338 576
1966 £0 1968, - o e mce e cciccccccccccsamesscmmsacesmaccseseieamassessesemanan 41§ 63q
1969 and later .. cccacciccaacaans 458 6154q

IV. ACTUARIAL COST ESTIMATES FOR THE OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE SYSTEM

A. FINANCING POLICY

The Congress has always carefully considered the cost aspects of
the old-age, survivors, and disability insurance system when amend-
ments to the program have been made. In connection with the 1950
amendments, the Congress was of the belief that the program should
be completely self-supporting from the contributions of covered
individuals and employers. Accordingly, in that legislation the pro-
vision permitting appropriations to the system from general revenues
of the Treasury was repealed. This policy has been continued in
subsequent amendments. Thus, the Congress has always very
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strongly believed that the tax schedule in the law should make the
system self-supporting as nearly as can be foreseen and, therefore,
actuarially sound.

The concept of actuarial soundness as it applies to the old-age,
survivors, and disability insurance system differs considerably from
this concept as it applies to private insurance and private pension
plans, although there are certain points of similarity with the latter.
In connection with individual insurance, the insurance company or
other administering institution must have sufficient funds on hand so
that if operations are terminated, it will be in a position to pay off
all the accrued liabilities. This, however, i1s not & necessary basis
for a national compulsory social insurance system and, moreover, is
not always the case for well-administered private pensions, which may
not have “funded” all the liability for benefits based on prior service.

It can reasonably be presumed that, under Government auspices,
such a social insurance system will continue indefinitely into the future,
The test of financial soundness, then, is not a question of whether
there are sufficient funds on hand to pay off all accrued liabilities.
Rather, the test is whether the expected future income from tax
contributions and from interest on invested assets will be sufficient
to meet anticipated expenditures for benefits and administrative
costs. Thus, the concept of ‘“unfunded accrued liability” does not
by any means have the same significance for a social insurance
system as it does for a plan established under private insurance
principles, and it is quite proper to count both on receiving contri-
butions from new entrants to the system in the future and on paying
benefits to this group. These additional assets and liabilities must
Eelconsidered in order to determine whether the system is in actuarial

alance

Accordingly, it may be said that the old-age, survivors, and dis-
ability insurance program is actuarially sound if it is in actuarial
balance. This wﬂf be the case if the estimated future income from
contributions and from interest earnings on the accumulated trust
funds will, over the long run, support the estimated disbursements
for benefits and administrative expenses. Obviously, future experi-
ence may be expected to vary from the actuarial cost estimates made
now. Nonetheless, the intent that the system be self-supporting (or
actuarially sound) can be expressed in law by utilizing a contribution
schedule that, according to the intermediate cost estimate, results in
the system being in balance or substantially close thereto.

B. ACTUARIAL BALANCE OF PROGRAM IN PAST YEARS

The actuarial balance under the 1952 act ! was estimated, at the
time of enactment, to be virtually the same as in the estimates made
at the time the 1950 act was enacted, as shown in table 1. This was
the case because the estimates for the 1952 act took into consideration
the rise in earnings levels in the 3 years preceding the enactment of
that act. This factor virtually offset the increased cost due to the
benefit liberalizations made. New cost estimates made 2 years after
the enactment of the 1952 act indicated that the level-premium cost
(i.e., the average long-range; cost, based on discounting at interest,

1 The term *“1952 act” (and similar terms) is used to designate the system 28 it existed after the enactment
of the amendments of that year.
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relative to taxable payroll) of the benefit disbursements and adminis-
trative expenses was somewhat more than 0.5 percent of payroll
higher than the level-premium equivalent of the scheduled taxes
(including allowance for interest on the existing trust fund).

TARLE 1.—Actuarial balance of old-age, survivors, and disability insurance program
under various acls for various estimates on an iniermediate cost basis

[Percent]
Level-premium equivalent 1
Date of
Legislation estimate
Beneflt Contribu- Actuarial
costs ? tions balance ?
Old-age, survivors, and disability insurance ¢
1950 6.05 5. 95 —0.10
1052 5.85 5.76 -.10
1054 6.62 6.05 -. 57
1054 7.34 7.12 - 22
1054 7.60 7.12 -, 38
1956 7.45 7.20 -.16
1956 7.85 7.72 -.13
1058 8.25 7.83 - 42
1958 8.76 8.52 -2
1960 8.73 8.68 -.06
1960 8.08 8.68 —. 30
1961 9.33 9.03 -. 30
0O1d-age and survivors insurance ¢
1956 7.43 7.23 -0.20
1058 7.90 7.33 -. 57
1958 8,27 8.02 -, 26
- 1060 8.38 8.18 -2
1060 act. . . ceerececmmeccaccacoman . 1960 8.42 8.18 - 24
1961 bill (House)..... . 1961 8.7 8.53 - 24
Disablility insurance ¢

1058 80t o o oo e ceeaaes 1956 0.42 0.49 +0.07
1956 8Ct. - oo ee e ccceccceceaeae 1958 .36 .50 +.18
1068 act..... . 1958 .49 .50 +.01
1068 act..... 1060 36 .50 +.15
19860 act.... 1960 . 56 .50 -.08
1961 bill (HI0US8) - oo ee oo emeemae 1961 . 56 .50 -. 06

1 E):Sressed ag a percentage of taxable payroll.
? Including adjustments 51) to refloct the lower contribution rate for the self-employed as compared with
the combined employer-employee rate, (b) for the interest earnings on the existing trust fund, and {(c) for
administrative expense costs.

3 A negative figure indicates the extent of lack of actuarial balance. A positive figure indicates more than
suflicient financing, according to the particular estimate.

¢ The disability insurance program was inaugurated in the 1056 act so that all igures for previous legislation
are for the old-age and survivors insurance program only.

The 1954 amendments as passed by the House of Representatives
contained an adjusted contribution schedule that not only met the
increased cost of the benefit changes in the bill, but also reduced the
aforementioned lack of actuarial balance to the point where, for all
practical purposes, it was sufficiently provided for. The bill as it
passed the Senate, however, contained several additional liberalized
benefit provisions without any offsetting increase in contribution
income. Accordingly, although the increased cost of the new benefit
provisions was met, the “actuarial insufficiency’’ as then estimated
for the 1952 act was left substantially unchanged under the Senate-
approved bill. The benefit costs for the 1954 amendments as finally
enacted fell between those of the House- and Senate-approved bills.
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Accordingly, under the 1954 act, the increase in the contribution
schedule met all the additional cost of the benefit changes and at
the same time reduced substantially the actuarial insufficiency that
the then-current estimates had indicated in regard to the financing
of the 1952 act.

The estimates for the 1954 act were revised in 1956 to take into
account the rise in the earnings level that had occurred since 1951-52,
the period that had been used for the earnings assumptions for the
estimates made in 1954. Taking this factor into account reduced the
lack of actuarial balance under the 1954 act to the point where, for
all practical purposes, it was nonexistent. The benefit changes made
by the 1956 amendments were fully financed by the increased con-

_tribution income provided. Accordingly, the actuarial balance of the
system was unaffected.

Following the enactment of the 1956 legislation, new cost estimates
were made to take into account the developing experience; also, certain
modified assumptions were made as to anticipated future trends. In
1956-57, there were very considerable numbers of retirements from

~among the groups newly covered by the 1954 and 1956 amendments, so
that benefit expenditures ran considerably higher than had previously
been estimate(i). Moreover, the analyzed experience for the recent
years of operation indicated that retirement rates had risen or, in other
words, that the average retirement age had dropped significantly.
This may have been due, in large part, to the liberalizations of the
retirement test that had been made in recent years—so that aged
persons are better able to effectuate a smoother transition from full
employment to full retirement. The cost estimates made in early
1958 indicated that the program was out of actuarial balance by
somewhat more than 0.4 percent of prayroll.

The 1958 amendments recognized this situation and provided addi-
tional financing for the program—both to reduce the lack of actuarial
balance and a?so to finance certain benefit liberalizations made. In
fact, one of the stated purposes of the legislation was ‘“to improve the
actuarial status of the trust funds.” ~This was accomplished by
introducing an immediate increase (in 1959) in the combine employer-
employee contribution rate, amounting to 0.5 percent, and by advanc-
ing the subsequently scheduled increases so that they would occur at
3-year intervals (beginning in 1960) instead of at 5-year intervals.

The revised cost estimates made in 1958 for the disability-insurance
program contained certain modified assumptions that recognized the
emerging experience under the new program. As a result, the moderate
actuarial surplus originally estimated was increased somewhat, and
most of this was used in the 1958 amendments to finance certain
benefit liberalizations, such as inclusion of supplemental benefits for
certain dependents and modification of the insured status require-
ments.

At the beginning of 1960, the cost estimates for the old-age, sur-
vivors, and disability insurance system were reexamined and were
modified in_certain respects. The earnings assumption had previ-
ously been based on the 1956 level, and t}%is was changed to reflect .
the 1959 level. Also, data first became available on the detailed
operations of the disability provisions for 1956, which was the first
full year of operation that did not involve picking up “backlog” cases.
It was found that the number of persons who mect the insured status

677156—61——@
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conditions to be eligible for these benefits had been significantly over-
estimated. It was also found that the disability experience in respect
to eligible women was considerably lower than had been originally
estimated, although the experience for men was very close to the
intermediate estimate. Accordingly, revised assumptions were made
in regard to the disability-insurance portion of the program.

Your committee believes that it is a matter for concern if either
portion of the old-age, survivors, and disability insurance system shows
any significant actuarial insufficiency. Traditionally, the view has
been held that for the old-age and survivors insurance portion of the
program, if such actuarial insufficiency has been no greater than 0.25
percent of payroll, it is at the point where it is within the limits of
permissible variation. The corresponding point for the disability-
insurance portion of the systein is about 0.05 percent of payroll (lower
because of the relatively smaller financial magnitude of this program).
Furthermore, traditionally when there has been an actuarial insuffi-
ciency cxceeding the limits indicated, any subsequent liberalizations
in benefit provisions were fully financed by appropriate changes in
the tax schedule or through other methods, and at the same time the
actuarial status of the program was improved. . The changes provided
in your committce’s bill are in conformity with these principles.

C. BASIC ASSUMPTIONS FOR COST ESTIMATES

Benefit disbursements may be expected to increase continuously
for at least the next 50 to 70 years because of such factors as the aging
of the population of the country and the slow but steady growth of
the benefit roll. Similar factors are inherent in any retirement pro-
gram, public or private, that has been in operation for a relatively
short period. KEstimates of the future cost of the old-age, survivors,
and disability insurance program are affected by many elements that
are difficult to determine. Accordingly, the assumptions used in the
actuarial cost estimates may differ Wldefy and yet be reasonable.

The long-range cost estimates (shown for 1970 and thereafter)
are presented on a range basis so as to indicate the plausible varia-
tion in future costs depending upon the actual trends developing for
the various cost factors. Both thelow-and high-cost estimates are based
on high economic assumptions, intended to represent close to full em-
ployment, with average annual earnings at about the level prevailing
in 1959. In addition to the presentation of the cost estimates on a
range basis, intermediate estimates developed directly from the low-
and high-cost estimates (by averaging them) are shown so as to indi-
cate the basis for the financing provisions.

In general, the costs are shown as percentage of covered payroll.
This is the best measure of the financial cost of the program. Dollar
figures taken alone are misleading. For example, a higher earnings
level will increase not only the outgo of the system but also, and to
a greater extent, its income. The result is that the cost relative to
payroll will decrease.

The short-range cost estimates (shown for the individual years
1961-65) are not presented on & range basis sincc—assuming a con-
tinuation of present economic conditions—it is believed that the
demographic Factors involved can be reasonably closely forecast, so
that only a single estimate is necessary. A gradual rise in the earn-
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ings level in the future, paralleling that which has occurred in the
past few years, is assumed. As a result of this assumption, contribu-
tion income is somewhat higher than if level earnings were assumed,
while benefit outgo is only slightly affected.

The cost estimates have been prepared on the basis of the same
assumptions and methodology as those contaiced in the “21st Annual
Report of the Board of Trustees of the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance Trust
Fund” (H. Doc. Ne. 60, 87th Cong.). ~

The cost estimates are extended beyond the year 2000, since the
aged population itself cannot mature by then. The reasen for this is
that the number of births in the 1930°s was very low as compared
with subsequent experience. As a result, there will be a dip in the
relative proportion of the aged from 1995 to about 2010, which would
tend to result in low benefit costs for the old-age, survivors, and
disability insurance system during that period. Accordingly, the year
2000 is by no means a typical ultimate year insofar as costs are
concerned.

An important measure of long-range cost is the level-premium con-
tribution rate required to support the system into perpetuity, based
on discounting at interest. 1t is assumed that benefit payments and
taxable payrolls remain level after the vear 2050. If such a level
rate were adopted, relatively large accumulaticns in the old-age and
survivors insurance trust fund would result, and in consequence there
would be sizable eventual income from interest. Even though such a
method of financing is not followed, this concept may be used
as a convenient measure of long-range costs. This 1s a valuable cost
concept, especially in comparing various possible alternative plans and
provisions, since it takes in to account the heavy deferred benefit costs.

The long-range estimates are based on level-earnings assumptions.
This, however, does not mean that covered payrolls are assumed to be
the same each yvear; rather, they are assumed to rise steadily as the
population at the working ages is estimated to increase. If in the
future the earnings level should be considerably above that which now
prevails, and if the benefits are adjusted upward so that the annual
costs relative to payroll will remain the same as now estimated for the
present system, then the increased dollar outgo resulting will offset
the increased dollar income. This is an important reason for con-
sidering costs relative to payroll rather than in dollars.

The long-range cost estimates have not taken into account the pos-
sibility of a rise in earnings levels, although such a rise has character-
ized the past history of this country. If such an assumption were
used in the cost estimates, along with the unlikely assumption that
the benefits, nevertheless, would not be changed, the cost relative to
payroll would, of course, be lower.

It is important to note that the possibility that a rise in earnings
levels will produce lower costs of the program in relation to payroll is
a very important ‘“safety factor’”” in the financial operations of the
system. The financing of the system is based essentially on the inter-
mediate-cost estimate, along with the assumption of level earnings;
if experience follows the high-cost assumption, additional financing
will be necessary. However, if covered earnings increase in the future
as in the past, the resulting reduction in the cost of the program
(expressed as a percentage of taxable payroll) will more than offset
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the higher cost arising under experience following the high-cost esti-
mate. If the latter condition prevails, the reduction in the relative
cost of the program coming from rising earnings levels can be used to
maintain the actuarial soundness of the system, and any remaining
savings can be used to adjust benefits upward (to a lesser degree than
the increase in the earnings level). The possibility of future increases
in earnings levels should be considered only as a safety factor and not
as a justification for adjusting benefits upward in anticipation.

If benefits are adjusted currently to keep pace -with rising earnings
trends as they occur, the year-by-year costs as a percentage of payroll
would be unaffected. In such case, however, this would not be true as
to the level-premium cost—which would be higher, since, under such
circumstances, the relative importance of the interest receipts of the
trust funds would gradually diminish with the passage of time. If
earnings do consistently rise, thorough consideration will need to be
given to the financing basis of the system because then the interest
receipts of the trust funds will not meet as large a proportion of the
benefit costs as would be anticipated if the earnings level had not
risen.

An important element affecting old-age, survivors, and disability
insurance costs arose through amendments made to the Railroad
Retirement Act in 1951. These provide for a combination of railroad
retirement compensation and old-age, survivors, and disability insur-
ance covered earnings in determining benefits for those with less than
10 years of railroad service (and also for all survivor cases).

Financial interchange provisions are established so that the old-age
and survivors insurance trust fund and the disability insurance trust
fund are to be placed in the same financial position in which they
would have been if railroad employment had always been covered
under the program. It is estimated that over the long range the
net effect of these provisions will be a relatively small loss to the old-
age, survivors, and disability -insurance system since the reimburse-
ments from the railroad retirement system will be somewhat smaller
than the net additional benefits paid on the basis of railroad earnings.

Another important element affecting the financing of the program
arose through legislation in 1956 that provided for reimbursement
from general revenues for past and future expenditures in respect to
the noncontributory credits that had been granted ror persons in
military service before 1957. The cost estimates contained here
reflect the effect of these reimbursements (which are included as con-
tributions), based on the assumption that the required appropriations
will be made in 1961 and thereafter.

D. RESULTS OF INTERMEDIATE-COST ESTiMATES

The long-range intermediate-cost estimates are developed from the
low- and high-cost estimates by averaging them (using the dollar esti-
mates and developing therefrom the corresponding estimates relative
to payroll). The intermediate-cost estimate does not represent the
most probable estimate, since it is impossible to develop any such
figures. Rather, it has been set down as a convenient and readily
available single set of figures to use for comparative purposes.

The Congress, in enacting the 1950 act and subsequent legislation,
was of the belief that the old-age, survivors, and disability insurance
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program should be on a completely self-supporting basis or, in other
words, actuarially sound. Therefore, a single estimate is necessary
in the development of a tax schedule intended to make the system
self-supporting. Any specific schedule will necessarily be somewhat
different from what will actually be required to obtain exact balance
between contributions and benefits. This procedure, however, does
make the intention specific, even though in actual practice future
changes in the tax schedule might be necessary. Likewise, exact
self-support cannot be obtained from a specific set of integral or
rounded fractional tax rates increasing in orderly intervals, but rather
this principle of self-support should be aimed at as closely as possible,

The contribution schedule contained in your committee’s bill is
higher than that under present law by 0.25 percent in the combined
employer-employee rate in all future years. The maximum earnings
base to which these tax rates are applied is the same under your com-
mittee’s bill as under present law—namely, $4,800 per year. These
schedules are as follows:

Present law Committee bill
Calendar year Employee Employee
rate (same |Self-employed| rate (same |Self-employed

for em- rate for em- rate

ployer) ployer)

Percent Percent Percent - Percent
1962... 3 4% 3% 4114
1963 to 1965 ———— 31 54 3% 5%e
1966 t0 1968 .. o e oo cccccacaeae 4 6 414 6316
1969 and after. oo ecceecceee 414 634 454 61%e

The interest rate used for the level-premium costs for your com-
mittee’s bill is 3.02 percent. This is the same rate that was used in
the cost estimates for the 1960 amendments.

Table 1 has shown that under the 1960 amendments the lack of
actuarial balance of the old-age and survivors insurance system was
0.24 percent of payroll. The disability insurance system similarly
had a lack of actuarial balance of 0.06 percent of payroll. The effect
of the 1960 amendments on the combined old-age, survivors, and
disability insurance system was an actuarial deficit of 0.30 percent of
payroll, which is well within the margin of variation possible in actu-
arial cost estimates, and which is about the same as had generally
prevailed in the past when the system has been considered to be in
substantial actuarial balance.

Under your committee’s bill the benefit changes proposed would, it
is estimated, be exactly financed by the increases in the contribution
rates. Accordingly, the previous figures as to lack of actuarial balance
continue to apply. The level-premium cost of the benefits and the
level-premium equivalent of the contributions are somewhat higher
than in respect to the 1960 act, not only because of the provisions of
the bill, but also because of the valuation date being 2 years later
(beginning of 1962, instead of beginning of 1960); but the relative
relationship of benefits and contributions is about the same. If the
cost estimates had been based on a higher interest rate than 3.02
percent (which is somewhat above the current level being earned by
the trust funds although considerably below the prevailing market
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rate of interest on long-term Government obligations), the lack of
actuarial balance would have been considerably less than 0.30 percent
of payroll. In fact, if an interest rate of 3} percent had been hypoth-
esized, the cost estimates would show no actuarial deficit.

Table 2 traces through the change in the actuarial balance of the
system from its situation under the 1960 act, according to the latest
estimate, to that under your committee’s bill, by type of major
changes involved.

TABLE 2.—Changes in actuarial balance, expressed in terms of estimaled level-
premium cost as percentage of taxable payroll, by type of change, intermediate-cost
estimate, 1960 act and committee bill

[Percent}
Item Committee
bill

Old-age and survivors insurance benefits:

Lack of balance (—) under 1960 act. . e maeimeniacmaea—ceoas —0.24

Increase in widow’s benefit to 8234 percent of primary benefit ' ________________._______ - 17

Increase in minimum benefit to $40. e cececcaaacas —~.06

Liberalization of fully insured status 2. __ e ecaieaeo -.02

Reduction in rctirement age formen (80 62) . - oo ececceeeomae .

Effect of increased contributionrates. ... . e ecccicicmeoo +.25

Lack Of DAlANCe (=) cvanms oo oo mmeme e em e m e ma e mem—mm e e m———m—m———— -.24
Disability insurance benefits:

Lack of balance under 1960 8¢t (=) e co oo me oo ciiecciaecacemeecaoneann —.08

Effect of changes in bill 3 .00

Lack of balanee (—) e oo oo et e eemome—cecceeeeeac——mmma————— ~.06

1 Similar increase for widower's and parent’s benefits.

? Reqnirement is 1 quarter of coverage for every 4 ‘‘elapsed quarters,”” instead of*‘1 for 3"’ (with 40 quarters
as maximumn requirement in each instance).

3Theincrease in the minimum benefit and the liberalization of fully insured status result in small increases
in cost, but these are offset by the lower cost resulting from some men claiming reduced old-age benefits
and then not being eligible for disability benefits later.

The changes made by your committee’s bill would have relatively
little cost effect in the disability insurance portion of the program.
Few disability beneficiaries qualify for as little as the minimum benetit
(less than 1 percent of the awards in 1959 were for under $40). Also,
the liberalization of the fully insured status provision would have little
effect in making more persons eligible for these benefits because the
vast majority of persons who meet the requirement of 20 quarters of
coverage out of the last 40 quarters will thereby have sufficient cover-
age so as to be fully insured under the definition in present law. On
the other hand, the introduction of actuarially reduced benefits for
men electing them between ages 62 and 65 will reduce the disability
benefit costs slightly; in certain cases a man might take the reduced
benefits and thus no longer be eligible for disability benefits, whereas
under present law, he might have qualified for the latter at somne later
date (but before age 65). As a result of these counterbalancing fac-
tors, it 1s estimated that there is no significant change in the cost of
the disability insurance portion of the program.

It should be emphasized that in 1950 and in subsequent amend-
ments, the Congress did not recommend that the old-age and survivors
insurance system be financed by a high, level tax rate in the future,
but rather recommended an increasing schedule, which, of necessity,
ultimately rises higher than the level-premium rate. Nonectheless,
this graded tax schedule will produce a considerable excess of income
over outgo for many years so that a sizable trust fund will develop,
although not as large as would arise under a level-premium tax rate.
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This fund will be invested in Government securities (Just as is also the
case for the trust funds of the civil service retirement, railroad retire-
ment, national service life insurance, and U.S. Government life
insurance systems). The resulting interest income will help to bear
part of the higher benefit costs of the future.

The level-premium cost of the old-age and survivors insurance
benefits (without considering administrative expenses and the effect
of interest carnings on the existing trust fund) under the 1960 act,
according to the latest intermediate-cost estimate, was about 8.5 per-
cent of payroll, and the corresponding figure for your committee’s
bill is about 8.8 percent. The corresponding figures for the disability
gielrlleﬁts are 0.56 percent for both the 1960 act and your committee’s

Table 3 presents the benefit costs under your committee’s bill,
separately for each of the various types of benefits.

TaBLE 3.— Estimated level-premium cosl of benefit payments, administrative expenses,
and inlerest earnings on existing trust fund under committee bill as percentage of
tazable payroll,! by type of benefit, intermediate-cost estimate at 3.02 percent interest

[Percent]
Old-age and | Disability
Item survivors insurance
insurance
Primary benefits....__._ ... _._.___._ 6.11 0.44
Wife’s benefits .60 .05
Widow’s benefits 1.43 Q)]
Parent’s benefits_ e .02 (O]
Child’s benefits. e .46 .07
Mother’s benefits. .. e .11 )
Lump-sum death payments. .. .o .12 ®
Total benefits_ _ e 8.85 .56
Administrative eXpenses ... o« .10 .02
Interest on existing trustfund .. __ ... - —. 18 —-.02
Net total level-preminm eost. . - .o oo 8.77 .56

1 Including adjustment to reflect the lower contribution rate for the self-employed as compared with the
combined employer-employee rate.

2 This type of benefit is not payable under this program.

1 This item is taken as an offset to the benefit and administrative expense costs.

The level-premium contribution rates equivalent to the graded
schedules in the law may be computed in the same manner as level-
premium benefit costs. These are shown in table 1, as are also figures
for the net actuarial balances.

Under your committee’s bill, old-age and survivors insurance benefit
disbursements for the calendar year 1961 will be increased by about
$425 million, since the effective date for the increased benefits is the
second month after the month of enactment (here assumed to be April
1961, so that the first increased benefits are for June, and these will
be reflected in checks issued at the beginning of July). There will, of
course, be no additional income during 1961, since the contribution
rate increases are effective on January 1, 1962.

In calendar year 1961, benefit disbursements under the old-age and
survivors insurance system as modified by your committee’s bill will
total about $12.1 billion. At the same time, contribution income
for old-age and survivors insurance in 1961, mnclusive of reimburse-
ments from the general Treasury for the additional cost of noncontrib-
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utory credit for military service, will amount to about $11.7 billion
under your committee’s bill. the same as under present law. Thus,
the excess of benefit outgo over contribution income will be about $400
million under your committee’s bill, as compared with an almost exact
balance under present law. The size of the old-age and survivors
insurance trust fund under your committee’s bill will, on the basis of
this estimate, decrease by about $400 million in 1961 (interest receipts
approximately equal the outgo for administrative expenses and for
transfers to the railroad retirement account); under present law, it is
estimated that this trust fund would remain relatively unchanged as
between the beginning and the end of 1961.

In 1962, benefit disbursements under the old-age and survivors
insurance system as it would be modified by your committee’s bill will
be about $13.2 billion, or an increase of about $800 million over pres-
ent law. Contribution income for old-age and survivors insurance
for 1962 will be $12.4 billion, an increase of about $400 million over
present law. Accordingly, in 1962, there will be an excess of benefit
outgo over contribution income of about $800 million under your
committee’s bill, as against a corresponding figure of $400 million
under present law. Under your committee’s bill, the situation will
reverse in 1963 (as a result of the presently scheduled increase in the
tax rate), and there will be an excess of contributions over benefit
outgo of about $800 million in 1963 and about $1.1 billion in 1964.

Under your committee’s bill, according to this estimate, the old-
age and survivors insurance trust fund will thus decrease in 1961-62
from its size of $20.3 billion at the end of 1960, declining to $19.9
billion at the end of 1961 and $19.1 billion at the end of 1962. At the
end of 1963, however, it is estimated to rise to $19.8 billion. Under
present law, the decrease in the trust fund during 1961-62 is estimated
at about $400 million.

As to the disability insurance system, for the reasons described

previously, the cost estimates for the program as it would be modified
by your committee’s bill are unchanged from those for present law.
In calendar year 1961, such benefit disbursements will total about
$850 million, and there will be an excess of contribution income over
benefit disbursements of about $200 million. Similarly, in 1962 and
the years immediately following, contribution income will be well in
excess of benefit outgo.
_ Table 4 gives the estimated operation of the old-age and survivors
insurance trust fund under your committee’s bill for the long-range
future, based on the intermediate-cost estimate. It will, of course,
be recognized that the figures for the next two or three decades are
the most reliable (under the assumption of level-earnings trends in
the future) since the populations concerned—both covered workers
and beneficiaries—are already born. As the estimates proceed further
into the future, there is, of course, much more uncertainty—if for no
reason other than the relative difficulty in predicting future birth
trends—but it is desirable and necessary nonetheless to consider these
long-range possibilities under a social insurance program that is
intended to operate in perpetuity.
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TABLE 4.—Progress of old-age and survivors insurance trust fund under commaltee
bill, high-employment assumptions, iniermediale cost estimate af 3.02 percent
tnlerest 1

{In millions]
Railroad
Adminis- retire-
Calendar year Contribu- | Benefit trative ment Interest on | Balance in
tions payments | expenses ﬁllnnaé]clal fund 1 fund 3
er-
change 3
Actual data
$3, 367 $1,885 $31 | . $417 $15, 540
3,819 2,194 88 |__._ 365 17, 442
3,945 3,006 88 ... 414 18,707
5,163 3,670 92 {_... 468 20, 576
5,713 4, 968 119 j._. 461 21, 663
6,172 5,715 132 |.... 531 22,519
6, 825 7, 347 4162 | oo 557 22,393
7,566 8,327 4194 549 21, 864
8,052 9,842 184 525 20,141
10, 866 10,677 203 506 20, 324
Estimated data (short-range estimate)

1961, e cicceaea $11,713 $12, 083 $268 —$310 $507 $19,884
1962 - 12, 376 13,151 259 —305 505 19,050
L I, 14,635 13,813 258 —325 521 19,810

1964 - - 15,491 14,374 271 —320 568 s
1965 e eeeee ———- 15,873 14, 840 282 —305 628 21,978

Estimated data (long-range estimate)

$20, 594 $16, 898 $245 —~$160 $1,184 $37,969
22,310 19, 657 260 =901 1,721 59,117
24,013 22,633 270 1 2,248 77,234
32,403 31, 451 356 86 3,980 136, 096
39, 417 43, 106 456 86 7,729 261, 631

I An interest rate of 3.02 percent is used in determining the level-premium costs, but in developing the
pr{)gress of the trust fund a varying rate in the early years has been used, which is equivalent to such fixed
rate.

3 A positive figure indicates payment to the trust fund from the railroad retirement aceount, and a nega-
tive figure indicates the reverse. Interest payment adjustments between the 2 systems are included in the
“Interest’’ column. -

tNot including amounts in the railroad retirement account to the credit of the old-age and survivors
insurance trust fund. In millions of dollars, these amounted to $377 for 1953, $284 for 1954, $163 for 1955, $60
for 1956, and nothing for 1957 and thereafter.

¢ These figures are artificially high because of the method of reimbursements between this trust fund and
the disability insurance trust fund (and, likewise, the figure for 1959 is too low).

I:*'?m.—Contrlbutlons include reimbursement for additional cost of noncontributory credit for military
service.

In every year after 1962 for the next 25 years, contribution income
under your committee’s bill is estimated to exceed old-age and sur-
vivors insurance benefit disbursements. Even after the benefit-outgo
curve rises ahead of the contribution-income curve, the trust fund will
nonetheless continue to increase because of the effect of interest earn-
ings (which more than meet the administrative expense disbursements
and any financial interchanges with the railroad retirement program).
As a result, this trust fund is estimated to grow steadily, reaching $38
billion in 1970, $77 billion in 1980, and over $135 billion at the end of
this century. In the very far distant future, namely, in about the
year 2025, the trust fund is estimated to reach a maximum of about
$275 billion, and then decrease. The old-age and survivors insurance
trust fund, according to this estimate, will not become exhausted until
about a century hence.
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The disability insurance trust fund, under your committee’s bill,
grows steadily for about the next 10 years and then decreases slowly,
according to the intermediate-cost estimate, as shown by table 5. In
1970, it is shown as being $3.4 billion, while in 1980, the corresponding
figurc is $2.4 billion, respectively. There is an excess of contribution
income over benefit disbursements for every year up to about 1965,
and even thereafter the trust fund continues to grow because of its
intercst carnings. This trust fund is shown to decline after 1970,
which is to be expected since the level-premium cost of the disability
benefits according to the intérmediate-cost estimate is slightly higher
than the level-premium income, 0.50 percent of payroll. As the ex-
perience develops, it will be necessary to study it very carefully to
determine whether the actuarial cost factors used are appropriate or
if the financing basis needs to be modified. The use of sligli)ltly less
conservative cost factors would result in the cost estimates for the
disability insurance system probably showing it to be completely in
actuarial balance, with a trust fund that would grow steadily and level
off rather than declining.

TaBLE 5.—Progress of disability insurance trust fund under commitlee bill, high-
employment assumptions, intermediate-cost estimate at 3.02 percent inlerest !

[In millions]
Contribu- | Benefit Adminis- | Interest on | Balance in
Calendar year tions payments trative fund ! fund
expenses
Actual data
1957. - $702 $57 183 $” $649
1958 e ecrccccccmccccccmccacancaaaaan 966 249 112 25 1,379
b U 891 457 50 41 1,825
1960.. - 1,015 568 36 53 2,289

1961__. - cmmmmecmaecseen—ne $1,044 $857 $43 $61 $2,494

1962. - cacccrcncccnccncacercsarocrennnnanns 1,079 986 49 71 2, 609

1963, o cceccrcecercnrcorcmcnr e e ————— 1,108 1,071 52 78 2,672

1964 e e cacceceveanen———— 1,141 1,137 54 81 2,703

1065 e e ceaccamnc——ann 1,171 1,186 57 83 2,714

Estimated data (long range estimate)

1970 o e m e —m———— $1,177 $1,229 $53 $111 $3,354

1973, e e ccame e m e ———— e = 1,275 1,401 58 3,108

1980, oo e mmccc e e 1,37 1, 550 62 75 2,
....................................... 1, 852 2.048 80 2’) ()

220 < e 2,252 2,701 103 3) ®

! An interest rate of 3.02 percent is used in determining the level.premium costs, but in developing the
pr&g.ress of th> trust fund a varying rate in the early years has been used, which is equivalent to such fixed
ro

? These figures are artificially low because of the method of reimbursements between the trust fund and the

d age and survivors insurance trust fund (and, likewise, the figure for 1959 is too high).

3 Fund exhausted in 1993.

Nore.—Contributions include reiflbursement for additional cost of noncontributory credit for military

service and transfers to or from the railroad retirement account under the financial interchange provisions
of the Railroad Retirement Act. ,

E. RESULTS OF COST ESTIMATES ON RANGE BASIS

. Table 6 shows the estimated operation of the old-age and survivors
insurance trust fund under your committee’s bill for the low- and
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high-cost estimates, while table 7 gives corresponding figures for the
disability insurance trust fund.

Under the low-cost estimate, the old-age and survivors insurance
trust fund builds up quite rapidly and in the year 2000 is shown as
being about $255 billion and is then growing at a rate of about $14
billion a year. Likewise, the disability insurance trust fund grows
steadily under the low-cost estimate, reaching about $10 billion in
1980 and $26 billion in the year 2000, at which time its annual rate
of growth is about $1 billion. For both trust funds, under these
estimates, benefit disbursements do not exceed contribution income
in any year after 1962 for the foreseeable future.

TARLE 6.—Estimated progress of old-age and survivors insurance trust fund under
committee bill, high-employment assumptions, low- and high-cost estimales

{In millions]
Railroad
Contribu- Benefit Adminis- | retirement | Interest | Balance in
Calendar year tions payments trative financial on fund fund
expenses inter-
change !
Low-cost estimate
$20, 651 $16, 541 $230 —$100 $1,315 $42,212
22,516 19,113 240 —41 1, 966 67, 782
24, 522 21,734 250 41 2,711 93, 765
35, 067 28, 564 332 126 7,412 255, 978
High-cost estimate
$17, 259 $260 —$220 $1, 054 $33, 725
20, 204 230 -141 1,476 50, 442
23, 537 290 -39 1,784 60, 877
34,340 379 46 545 116,119

! A positive figure indicates payment to the trust fund from the railroad retircment account and a negative
figure indicates the reverse.
? Fund exhausted in 2004,

Nore.—Contributions inciude reimbursement for additional cost of noncontributory credit for military
service,

TARLE 7.—Estimaled progress of disability insurance trust fund under commiltee
bill, high-employment assumptions, lor:- and high-cost estimates

[In millions]
Contribu- Benefit Adminis- Interest Balance
Calendar year tions payments trative on fund in fund
expenses
Low-cost estimate
$1, 180 $934 $51 $180 $5, 622
1,287 1,049 55 223 7,599
1, 401 1,160 58 285 9,805
2,004 1,573 78 743 '25, 537
High-cost estimate
$1,174 $1, 525 $35 $42 $1,089
1,263 1,752 62 0] O]
1,343 1,943 66 (O] Q)
1,699 2,522 82 O] )

! Fund exhausted in 1973.

Norte.—Contributions include reimbursement for additional cost of noncortributory credit for military
service and transfers to or from the railroad retirement account under the financial interchange provisions
of the Railroad Retirement Act.
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On the other hand, under the high-cost estimate the old-age and
survivors insurance trust fund builds up to a maximum of about
$63 billion in about 25 years, but decreases thereafter until it is ex-
hausted shortly after the year 2000. Under this estimate, benefit
disbursements from the old-age and survivors insurance trust fund are
less than contribution income during all years after 1962 and before
1980.

As to the disability insurance trust fund, under the high-cost
estimate, in the early years of operation the contribution income is
about the same as the benefit outgo. Accordingly, the disability
insurance trust fund, as shown by this estimate, will be about $2.5
billion during 1961-64 and will then slowly decrease until it is ex-
hausted in 1973.

The foregoing results are consistent and reasonable, since the system
on an intermediate-cost-estimate basis is intended to be approximately
self-supporting, as indicated previously. Accordingly, a low-cost
estimate should show that the system 1s more than self-supporting,
whereas a high-cost estimate shoufd show that a deficiency would arise
later on. In actual practice, under the philosophy in the 1950 and
subsequent acts, as set forth in the committee reports therefor,
the tax schedule would be adjusted in future years so that none of the
developments of the trust funds shown in tables 6 and 7 would ever
eventuate. Thus, if experience followed the low-cost estimate, and if
the benefit provisions were not changed, the contribution rates would
probably be adjusted downward—or perhaps would not be increased
in future years according to schedule. On the other hand, if the
experience followed the high-cost estimate, the contribution rates
would have to be raised above those scheduled. At any rate, the
high-cost estimate does indicate that, under the tax schedule adopted,
there will be ample funds to meet benefit disbursements for several
decades, even under relatively high-cost experience.

Table 8 shows the estimated costs of the old-age and survivors
insurance benefits and of the disability insurance benefits under your
committee’s bill as a percentage of payroll for various future years,
through the year 2050, and also the level-premium cost of the two
programs for the low-, high-, and intermediate-cost estimates (as was
previously shown in tables 1 and 3 for the intermediate-cost estimate).
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TaABLE 8.—Estimaled cost of benefits of old-age, survivors, and disability insurance
system as percent of payroll,! under commiltee bill

[In percent]

Low-cost High-cost Intermedi-
Calendar year estimate estimate ate-,oostt %stl-
mate

Old-age and survivors insurance benefits

7.01 7.35 7.18
7.76 8.76 8.25
7.94 10.00 8.92
7.13 10.10 8.49
8.02 13.28 10.20
10.17 15.16 12.11
7.69 10. 06 8.77

Disability insurance benefits

1970 e e e am e m e mb e —————— 0.40 0.65 0. 52
1980 o oo oo e e amcmtmammaem—mamm—— .41 .72 . 56
.39 .71 .54

39 .74 .55

45 .82 .60

2050 .49 .85 .63
Level-premium cost $___._ - . .42 .73 .56

1 'Il‘aldng 1%20 account lower contribution rate for the self-employed, as compared with combined employer-
employee rate,

2 Based on the average of the dollar costs under the low-cost and high-cost estimates.

3 Level-premium contribution rate, at 3.02 percent interest rate, for benefits after 1961, taking into account
interest on the Dee. 31, 1961, trust fund, future administrative expenses, and the lower contribution rates
payable by the selfemployed.

F. SUMMARY OF ACTUARIAL COST ESTIMATES

The old-age, survivors, and disability insurance system, as modified
by your committee’s bill, has an estimated benefit cost that is very
closely in balance with contribution income. This also was the case
for the 1950 and subsequent amendments at the time they were
enacted.

The old-age and survivors insurance system as modified by your
committee’s bill is about as close to actuarial balance, according to
the intermediate-cost estimate, as was the 1960 act according to the
latest cost estimates. The system as modified by your committee’s
bill, and the system as it was modified by the previous amendments,
has been shown to be not quite self-supporting under the intermediate-
cost estimate. Nevertheless, there is close to an exact balance,
especially considering that a range of variation is necessarily present
in the long-range actuarial cost estimates and, further, that rounded
tax rates are used in actual practice. Accordingly, the old-age and
survivors insurance program, under your committee’s bill, is actuari-
ally sound. The cost of the liberalized benefits under your com-
mittee’s bill is met by the financing provided.

The separate disability insurance trust fund established under the
1956 act shows a small lack of actuarial balance under your com-
mittee’s bill, as under the 1960 act, because the contribution rate
allocated to this fund is slightly less than the cost of the disability
benefits, based on the intermediate-cost estimate. Considering the
variability of cost estimates for disability benefits and certain ele-
ments of conservatism believed to be present in these estimates, this
small actuarial deficit is not significant.
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V. SECTION-BY-SECTION ANALYSIS

The first section of the bill provides that it may be cited as the
“Social Security Amendments of 1961.”

The remainder of the bill is divided into three titles and eight
sections as follows:

TITLE I—AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY
ACT

Sec. 101. Increase in minimum benefits.

Sec. 102. Reduced benefits for men at age 62.

Sec. 103. Fully insured status. :

Sec. 104. Increase in widow’s, widower’s, and parent’s insurance
benefits.

Sec. 105. Retroactive effect of certain applications for disability
determinations.

Sec. 106. Effective date.

TITLE II—AMENDMENTS TO THE INTERNAL REVENUE CODE OF
1954

Sec. 201. Changes in tax schedules.
TITLE III—MISCELLANEOUS

Sec. 301. Amendment preserving relationship between raiiroad
retirement and old-age, survivors, and disability
insurance.

SEC. 101. INCREASE IN MINIMUM BENEFITS

(a) Increase tn minimum primary insurance amount.—Section 101 (a)
of the bill amends section 215(a) of the Social Security Act, which
contains the table for determining primary insurance amounts and
maximum family benefits. Under this amendment, the minimum
primary insurance amount is increased from $33 to $40. The primary
insurance amount is the amount payable to a retired worker (before
any reduction because benefit payments begin before age 65), to a
disabled worker receiving disability insurance benefits, and to a person
described in section 202(m) of the Social Security Act (generally, a
person who is the only survivor receiving minimum benefits on a
worker’s record). The primary insurance amount of the worker is
also used in arriving at the amount of monthly benefits to which other
persons are ent,it%ed. The wife’s, husband’s, child’s, widow’s,
widower’s, mother’s, and parent’s insurance benefits are specified
percentages or fractions of the worker’s primary insurance amount.

Under the amendment, all families now receiving benefits based
on primary insurance amounts of less than $40 will have their benefit
amounts increased. Similarly, individuals coming on the rolls with
respect to months beginning on or after the effective date of title I
of the bill will be entitled to benefits based on primary insurance
amounts of at least $40.

The maximum amount of benefits payable to a family on an earn-
ings record at the new minimum will be $60. The corresponding
maximum under existing law is $53. ‘

Finally, the amendment will increase the minimum lump-sum death

gay(r)nent under section 202(i) of the Social Security Act from $99 to
120.
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(b) Effective date for increase in minimum benefils.—Section 101(b)
of the bill provides the effective date for the increase in minimum
benefits made by section 101(a) of the bill. The amendment is to
apply (1) in the case of monthly benefits, to such benefits for months
beginning on or after the effective date for title I of the bill, and (2)
in the case of lump-sum death payments, where the death occurs on
or after such effective date. Section 106 of the bill provides that the
effective date for title I of the bill is the 1st day of the 1st calendar
month which begins on or after the 30th day after the day on which
the bill is enacted.

SEC. 102. REDUCED BENEFITS FOR MEN AT AGE 62

(@) Age requirement for monthly benefits for men reduced from 65 to
62.—Section 102(a) of the bill amends section 202 of the Social Se-
curity Act by striking out “retirement age” and ‘retirement age
(as defined in section 216(a)” each place they appear therein and by
inserting in lieu thereof “age 62”. The effect of these amendments
is to reduce from 65 to 62 the age at which men may become entitled
to old-age, husband’s, widower’s, and parent’s insurance benefits. As
explained below, old-age insurance benefits and husband’s insurance
benefits which become payable to men before they have attained age
65 will be reduced; widower’s and parent’s insurance benefits which
become so payable will not be reduced.

(bY(I) Adjustment of old-age, wife’s, or husband’s insurance benefit
amounts in accordance with age of beneficiary.—Section 102(b)(1) of the
bill amends subsections (q) and (r) of section 202 of the Social Security
Act to provide (1) the method for reducing old-age insurance benefits
for men, and husband’s insurance benefits, where the beneficiary
becomes entitled to such benefits before attaining age 65, and (2) to
simplify and improve the method of reduction for both men and
women. In general, the reduction provided by the bill is patterned
after the reduction provided in existing law in the case of old-age
insurance benefits for women, and wife’s insurance benefits, where the
beneficiary becomes entitled to such benefits before attaining age 65.

One of the most important of the changes in the method of reduction
appears in the amended section 202(q)(3) and relates to certain cases
where the benefit of an individual is increased after he begins receiving
such benefit. Under existing law, the amount of any benefit increase
for a woman receiving reduced benefits is reduced on the basis of the
beneficiary’s age when the original benefit began. Under the amended
section 202(q)(3), an increase in the reduced benefit of a man or woman
(where such increase is attributable to an increase in the primary
insurance amount on which such benefit is based) is treated as a sep-
arate benefit, and is reduced in accordance with the beneficiary’s age
at the time the increase becomes effective.

Another important change (which is discussed below in connection
with the amended sec. 202(q)(2)) relates to the case where entitlement
to an old-age insurance benefit begins after entitlement to a wife’s
or husband’s insurance benefit. In such a case, under the amendment
the amount of the old-age insurance benefit is not reduced by the
amount of the reduction 1n the wife’s or husband’s insurance benefit.
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Sec. 202(q)(1). General rule for reduction

Paragraph (1) of the amended section 202(q) of the Social Security
Act provides for the reduction of an old-age, wife’s, or husband’s
insurance benefit where the first month for which the individual is
entitled to such benefit is a month before he attains age 65. The
rate of reduction for men will be the same as the rate of reduction

rovided by existing law for women. Thus, the old-age insurance

enefit of a man or woman for any month before he or she attains
age 65 will be reduced by % of 1 percent of the amount of such benefit,
multiplied by the number of months in the ‘“reduction period” for
such benefit for such individual (that is, the number of months in the
period beginning with the first month for which such individual is
entitled to such benefit and ending with the last day of the month
before the month in which such individual attains age 65). For
example, in the case of an individual who becomes entitled to an old-
age insurance benefit for the month in which he attains age 62 which
is based on a primary insurance amount of $40, such monthly benefit
will be reduced by $8 (20 percent). This is arrived at by multiplying
% of 1 percent of $40 by 36 (the number of months in the reduction
period). The reduction may be expressed mathematically as follows:

5 1
§XTO—OX$4OX36—$8

If, in the preceding example, the first month of entitlement had been
the month in which the individual attained 63}, the reduction period
would consist of 18 months in lieu of 36, and the reduction would be
$4 (10 percent).

At age 65, the reduction period for this benefit is adjusted as pro-
vided in paragraph (6) of the amended section 202(q) for months in
which the benefit was subject to deductions under specified provisions
of title II of the Social Security Act. The effect of the adjustment
under paragraph (6) is to reduce the reduction in old-age insurance
benefits, effective for the month of attaining age 65 and for months
thereafter, where the individual did not receive such benefits for any
month or months before attaining age 65 by reason of work deductions.

A reduction, similar to the reduction for old-age insurance benefits,
is made under paragraph (1) of the amended section 202(q) for wife’s
or husband’s insurance benefits to which an individual becomes
entitled before attaining age 65. Here, however, the reduction
fraction is 284 of 1 percent in lieu of the % of 1 percent provided for
old-age insurance benefits. (This 2%s of 1 percent is the reduction
fraction provided by existing law in the case of wife’s insurance
benefits.)

For example, if an individual becomes entitled to an unreduced
wife’s or husband’s insurance benefit of $40 for the month in which
he or she attains age 62, the reduction under such paragraph (1) will
be $10 (25 percent). This may be expressed mathematically as follows:

25,1

36X100
If, instead of becoming so entitled at age 62, the individual became so
entitled at age 63}, the reduction for the first month of entitlement,
and for each month thereafter before the month in which he or she

X$40X36=5%10
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attains age 65, would be $5 (1234 percent). At age 65, the reduction
period would be adjusted to eliminate months in which benefits were
not received for any of the reasons stated in paragraph (6) of the
amended section 202(q).

The following table gives examples of the amount of the reduction
under paragraph (1) of representative old-age, wife’s, and husband’s
insurance benefits first becoming payable at age 62, 63, or 64:

Unreduced Age first Monthsin | Amount of Reduced
amount payable reduction reduction® benefit
period

Old-age benefit (reduction frac- $40 62 36 $8 $32
tion equals 56 of 1 percent). 40 63 24 5.30 34.70
40 64 12 2.60 37.40

$80 62 36 $16 $64
80 63 24 10. 60 69. 40
80 64 12 5.30 74.70

$120 62 36 $24 $96

120 63 24 16 104

120 64 12 8 112

Wife’s or husband’s benefit $20 62 36 $5 $15
(reduction fraction equals ?$4s 20 63 24 3.30 16.70
of 1 percent). 20 64 12 1.60 +18.40

$40 62 36 $10 $30
40 63 24 6. 60 33.40
40 64 12 3.30 36.70

$60 62 36 $15 $45

60 63 24 10 50

60 64 12 5 55

*In the examples in this explanation, all reductions in benefits which are not multiples of $0.10 are
rounded to the next lower multiple of $0.10, as required by paragraph (7) of the amended section 202(q).

Sec. 202(q)(2). Special reduction rule for certain cases where individual
18 entitled to more than one benefit

Paragraph (2) of the amended section 202(q) provides a special rule
for reducing the wife’s or husband’s insurance benefit. It applies if,
for the first month for which the individual is entitled to such benefit
at or after attaining age 62, the individual is also entitled to an old-age
insurance benefit subject to reduction under section 202(q) or to a
disability insurance benefit.

The type of case in which paragraph (2) will have its most frequent
application is where an individual becomes entitled to an old-age in-
surance benefit before attaining age 65, and simultaneously or sub-
sequently such individual becomes entitled to a larger wife’s or hus-
band’s insurance benefit. Paragraph (2)(B) provides that in this case
the wife’s or husband’s insurance benefit is to be reduced by the
dollar amount of reduction applicable to the old-age insurance benefit
under paragraph (1) of the amended section 202(q), and then further
reducing the wife’s or husband’s insurance benefit by the reduction
which would be appropriate under such paragraph (1) if the amount
of such benefit were equal to the excess of the unreduced wife’s or
I};usbgnd’s insurance benefit over the unreduced old-age insurance

enefit. :

For example, at age 62 an individual becomes entitled to an unre-
duced old-age insurance benefit of $40 and to an unreduced wife’s or
husband’s insurance benefit of $60. Under paragraph (2)(B) of the

87716—61——-38



30 SOCIAL SECURITY AMENDMENTS OF 1961

amended section 202(q), the wife’s or husband’s insurance benefit
would be reduced by $13 to $47. First, the dollar amount of reduction
in the old-age insurance benefit of $40 is determined under paragraph
(1). This is $8. Then paragraph (1) is applied to the excess of the
wife’s or husband’s insurance benefit over the old-age insursnce
benefit. This excess (computed on the unreduced amount of each
benefit) is $20. Applying paragraph (1) to a wife’s or husband’s
insurance benefit of $20 to which an individual first becomes entitled
at age 62 yields a reduction of $5. Thus, the total reduction in the
$60 wife’s or husband’s insurance benefit would be $13.

If, in the preceding example, the individual had become entitled to
an unreduced old-age insurance benefit of $40 at age 62, and had be-
come entitled to an unreduced wife’s or husband’s insurance benefit
of $60 at age 6334, then the total reduction in the wife’s or husband’s
insurance benefit would be $10.50 ($8, the reduction in the old-age
insurance benefit, plus $2.50, the appropriate reduction under par. (1)
for a wife’s or busband’s insurance benefit of $20 to which an indi-
vidual becomes entitled at age 6315).

Paragraph (2)(C) of the amended section 202(q) provides the
method of reduction under paragraph (2) in cases where an individual
is entitled to a disability insurance benefit and simultaneously or
subsequently becomes entitled to a wife’s or husband’sinsurance
benefit. Disability insurance benefits are not reduced by reason of
the age of the beneficiary. Therefore, in this case the wife’s or
husband’s insurance benefit is reduced by applying paragraph (1)
to the amount by which the wife’s or husband’s insurance benefit
(before reduction) exceeds the amount of the disability insurance
benefit. For example, at age 62 an individual becomes entitled to
a disability insurance benefit of $40. -At age 64 such individual be-
comes entitled to an unreduced wife’s or husband’s insurance benefit
of $50 (and remains entitled to the disability insurance benefit). In
this case, the wife’s or husband’s insurance benefit will be reduced by
$0.80 to $49.20. Under paragraph (2)(C) the reduction is computed
by treating the wife’s or husband’s insurance benefit as being such a
benefit of $10 (the excess of $50 over $40). The formula for this
reduction may be expressed as:

25,1
36X100X$10X 12=80.80

Paragraph (2)(D) of the amended section 202(q) deals with the
case where an individual first becomes entitled to a wife’s or a hus-
band’s insurance benefit simultaneously with, or subsequently to,
entitlement to an old-age insurance benefit or a disability insurance
benefit, and later on the entitlement to the old-age insurance benefit
or to the disability insurance benefit ceases. Such a case may arise
where a man recovers from his disability before he reaches age 65
and is not fully insured for old-age insurance benefits. Such a case
may also arise where a man was entitled before age 65 to an old-age
insurance benefit based entirely, or in part, on his earnings from
railroad work and then acquires sufficient railroad service to make
a total of 120 months, as a result of which his entitlement to old-age
insurance benefits terminates.
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In any such case, the wife’s or husband’s insurance benefit is
reduced under paragraph (2)(D) by applying paragraph (1) to the
full amount of the wife’s or husband’s insurance benefit. In making
such application, the reduction period (i.e., the factor consisting of
the number of months in the period beginning with the first month
of entitlement and ending with the month before the month in which
the individual attains age 65) is the reduction period applicable with
respect to the first month for which the wife’s or husband’s insurance
benefit was payable (and not the reduction period determined by
reference to the month after the month in which entitlement to the
old-age insurance benefit or the disability insurance benefit ceased).

As explained below, the amended section 202(r) of the Social
Security Act deems that a person who is eligible for an old-age in-
surance benefit when he or she applies for a reduced wife’s or husband’s
insurance benefit is also applying for such old-age insurance benefit.
This provision, together with the amended section 202(q)(2), assures
that in the usual case (the case where the wife’s or husband’s insurance
benefit begins at the same time as, or after, a reduced old-age insur-
ance benefit) the wife’s or husband’s insurance benefit will be reduced
to take account of the old-age insurance benefit.

Under existing law (see sec. 202(q)(3) of existing law), where
entitlement to an old-age insurance benefit begins after entitlement
to a wife’s insurance benefit, the old-age insurance benefit is reduced
by the dollar reduction applicable to such wife’s insurance benefit.
No comparable provision is contained in the amended section 202(q),
and for both men and women in this type of case the old-age insurance
benefit (if entitlement begins before attaining age 65) will be reduced
under paragraph (1) without regard to the prior reduction in the
wife’s or husband’s insurance benefit. In the case of women now on
the rolls whose old-age insurance benefit has been reduced by reason
of a prior entitlement to a wife’s insurance benefit, this change in law
will affect benefits for the month beginning on the effective date of
title I of the bill and for months thereafter.

Sec. 202(q)(3). Separate reduction computation for certain increases in
benefits

Under existing law, if an old-age insurance or wife’s insurance
benefit which has been reduced under section 202(q) is later increased
for anﬁ reason, the reduction period applicable to the original benefit
is applied to the increase as though the increase had been payable in
the first month for which the individual became entitled to the original
benefit. This rule is changed in the amended section 202(q)(3) for
any increase in a benefit resulting from an increase in the primary
insurance amount (such an increase may arise from a recomputation
of the worker’s primary insurance amount to take account of addi-
tional earnings, or by legislation, such as sec. 101 of the bill, increasing
primary insurance amounts).

In the case of any increase described in the amended section
202(q)(3), the increase will be reduced as though it were a separate
benefit beginning in the first month for which it is effective—that is,
in accordance with the age the beneficiary attains in the first month
for which the increase 1s effective. Furthermore, the increase will be
reduced under paragraph (1) or (2) of the amended section 202(q),
whichever of such paragraphs applies in determining the amount by
which the original benefit is reduced.
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The effect of the amendment to existing law contained in the new
paragraph (3) may be illustrated by the following example. Assume
that a woman became entitled in the past to an old-age insurance
benefit at age 62 on the basis of her primary insurance amount of
$33. This was reduced by $6.60 (20 percent); so she is at present
entitled to a monthly benefit of $26.40. Section 101 of the bill
provides that the minimum primary insurance amount, and therefore
the minimum unreduced old-age insurance benefit, is to be $40.
Under existing law, this increase of $7 would be reduced by $1.40 (20
percent of $7) to $5.60, since the original benefit was reduced by 20

ercent.

P Under the amended section 202(q)(3), the amount of the reduction
in this $7 increase will depend on the age which this woman attains
in the month which begins on the effective date for title I of the bill.
If she is then 64}4, the $7 increase will be reduced by $0.20, and she
will be entitled to a reduced old-age insurance benefit of $33.20
($26.40 plus $6.80). Without this amendment, she would be entitled
to $32 ($26.40 plus $5.60).

If, at the time this bill takes effect, she has attained age 65, there
will be no reduction in the $7 increase. Under existing section 202(q),
there would be a 20 percent reduction in the increase regardless of her
attained age.

It is to be noted that the amended section 202(q)(3) will in some
cases apply even though, immediately before an increase in the
primary insurance amount, the individual was not entitled to the
benefit in question. For example, assume that a woman becomes
entitled to an unreduced wife’s insurance benefit of $20, based on a
primary insurance amount of $40. Subsequently, she becomes en-
titled to an unreduced old-age insurance benefit of $40. At this point,
she ceases to be entitled to the wife’s insurance benefit, since she is
now entitled to an old-age insurance benefit based on a primary in-
surance amount greater than one-half of the primary insurance amount
on which the wife’s insurance benefit is based (see the conditions of
entitlement to a wife’s insurance benefit contained in sec. 202(b) of
the Social Security Act). Still later, the primary insurance amount
of her husband is recomputed by reason of additional earnings and is
increased to $100. Upon filing application therefor, she will become
entitled to an unreduced wife’s insurance benefit of $50. The amended
section 202(q)(3) will apply to the difference between the unreduced
original wife’s insurance benefit of $20 and the new unreduced amount
of such benefit ($50), and this $30 increase will be reduced under the
amended section 202(q)(1) on the basis of the age she attains in the
{)irst glonth for which she becomes entitled to such $50 wife’s insurance

enefit. '

Sec. 202(q)(4). Special reduction rules for wife’s insurance benefits

Paragraph (4) of the amended section 202(q) provides that there
is to be no reduction in a wife’s insurance benefit for any month in
which she has in her care a child of the person on whose primary
insurance amount such wife’s insurance benefit is based, if for such
month such child is entitled to a child’s insurance benefit. This rule
is similar to a rule contained in existing law, but is modified by
removing the requirement that the entitlement of the child to his
benefit be based on the same earnings record as is the wife’s insurance
benefit. Still retained, however, is the requirement that the child
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be a child of the person on whose earnings record the wife’s insurance
benefit is based.

This modification of existing law may have an effect, for instance,
where a woman with a child remarries. After a year, this child is
treated for purposes of title II of the Social Security Act as being
the child of both the first husband and the second husband. If the
primary insurance amount of the first husband is greater than that
of the second husband, the child’s insurance benefit will be com-
puted by reference to the primary insurance amount of the first
husband. However, since the wife’s insurance benefit in this case
must be based on the primary insurance amount of the second hus-
band, under existing law this woman is not treated as having a child
in her care. The amended paragraph (4) treats her as having a child
in her care. This modification conforms the treatment of such a
child for purposes of preventing reductions in the wife’s insurance
benefit to the treatment provided by existing law in adjusting the
reduction in the wife’s insurance benefit at age 65. Under existing
law, and under the bill, in this type of situation the reduction period
will be reduced when she reaches age 65 for any month in which she
has such a child in her care.

Under the amended section 202(q)(4) (as under existing law) there
will be no reduction in a wife’s insurance benefit for any month in
which she does not have a described child in her care, unless she has
filed a certificate electing reduced benefits. If no certificate is filed
electing reduced benefits, she will be entitled to a full wife’s insurance
benefit for a month in which she does not have a described child in
her care, but section 203(c)(2) of the Social Security Act has the
elfli"ect (f)f applying a deduction to that benefit equal to the full amount
thereof.

Subparagraph (C) of the amended paragraph (4) provides that if
a woman does not have in her care a described child in the first month
for which she is entitled to a wife’s insurance benefit, and if such first
month is a month before the month in which she attains age 65, then
she is treated as having filed in such first month a certificate electing
reduced benefits. This provision is in accordance with existing
administrative practice.

Sec. 202(q)(5). Definition of reduction period

Paragraph (5) of the amended section 202(q) contains a definition
of the term “reduction period.” In order to determine the appro-
priate reduction under section 202(q) in the old-age, wife’s, or hus-
band’s insurance benefit of any individual for months before he or
she attains age 65 it is necessary to find the reduction period for that
benefit. Where an individual is entitled to both an old-age insurance
benefit and to a wife’s or husband’s insurance benefit, a separate
reduction period must be ascertained for each such benefit.

Each reduction period consists of the months included in a period
which ends with the month before the month in which the individual
attains age 65, and begins generally with the first month for which
the individual is entitled to the benefit in question. However, in
the case of the wife’s insurance benefit, the reduction period begins
with the first month for which a certificate electing reduced wife’s
insurance benefits is effective.
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Sec. 202(q)(6). Definition of adjusted reduction period

Paragraph (6) of the amended section 202(q) defines the term
““adjusted reduction period.” This is applicable in the case of old-
age, wife’s, or husband’s insurance benefits subject to reduction under
section 202(q) which are payable for the month in which the indi-
vidual attains age 65 or for any month thereafter. To determine the
adjusted reduction period for any of the enumerated benefits of an
individual, it is necessary to find the reduction period for that benefit
under paragraph (5). Such reduction period is then adjusted by
eliminating certain months contained in such reduction period.

In the case of an old-age, wife’s, or husband’s insurance benefit,
there is eliminated each month in the reduction period for which that
benefit was withheld under the retirement test provisions. In the
case of a wife’s insurance benefit, there is also eliminated each month
in the reduction period for which unreduced benefits were payable
because the woman had in her care a child (of the person on whose
earnings record her wife’s insurance benefits are based) entitled to
child’s benefits. And in the case of a wife’s or husband’s insurance
benefit based on the spouse’s entitlement to a disability insurance
benefit, there is also eliminated each month in the reduction period
for which the wife’s or husband’s benefit (1) was withheld on account
of the spouse’s refusal to accept rehabilitation services, or (2) was
not payable because the spouse recovered from his disability.

The effect of this provision is to apply to old-age insurance benefits
for men and to husband’s insurance benefits the provisions now
_applicable to old-age insurance benefits for women and to wife’s
insurance benefits which relate to the recalculation, at age 65, of the
reduction in benefits so as to give credit for months before age 65
for which reduced benefits were not payable. However, the require-
ment of existing law that there must have been at least 3 months
for which reduced benefits were withheld before there can be a recalcu-
lation of the reduced amount is eliminated. This change in law
applies to individuals attaining age 65 on or after the effective date
of title I of the bill. For these individuals there will be a recalcula-
tion even if a reduced benefit was withheld for only 1 month.

The operation of the amended paragraph (6) may be illustrated by
the following example. At age 62 an individual becomes entitled to
an old-age insurance benefit based on a primary insurance amount
of $90. The amount of such benefit for each month before the month
in which he attains age 65 is reduced by $18 to $72 (% of 1 percent of
$90, multiplied by 36). Assume that during the reduction period of
36 months beginning with the first month of entitlement and ending
with the month be%ore the month in which the individual attains
age 65, this benefit is subject to a full deduction under section 203(b)
of the Social Security in each of 16 months because such months are
charged with excess earnings equal to the amount of the reduced
benefit for such months. In addition, for each of an additional 3
months there is a partial deduction under section 203(b) because such
months are charged with excess earnings which are less than the
amount of the reduced benefit for such months. Accordingly, there
were 17 months before the month in which he attains age 65 in which
his reduced benefit was not withheld.

. For the month in ‘which this individual attains age 65, and for
months thereafter, the old-age insurance benefit reduction is recal-
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culated in the light of paragraph (6). The reduction is now $8.50
(% of 1 percent of $90, multiplied by 17), and the reduced benefit is
now $81.50. For each month beginning with the month in which
this individual attains age 65, he will be entitled to receive $81.50.
This is the same monthly benefit amount he would have been entitled
to receive had his first month of entitlement been the month in which
he attained age 63 and 7 months (assuming, in this latter case that
there was no month before he attained age 65 for which the reduced
benefit was withheld).

Sec. 202(q)(7). Rounding of benefits, etc.

Paragraph (7) provides that the amended section 202(q) is to be
applied after section 203(a) of the Social Security Act, which places
a limit on the amount of the benefits which may be paid to a family
for any month. It is also to be applied after the application of sec-
tion 215(g) of such act, which provides for rounding of any benefit
which is not a multiple of $0.10 to the next higher multiple of $0.10.
If, after applying these other provisions, the amended section 202(q)
would result 1n a reduction which is not a multiple of $0.10, then the
reduction is rounded by eliminating that portion of it which is not
such a multiple. This paragraph (7) provides the same rules for
computing reduced benefits for both men and women as are provided
under existing section 202(q)(9) for computing reduced old-age and
wife’s msurance benefits for women.

Sec. 202(r). Presumed filing of application by person eligible for an old-
age insurance benefit and for a wife’s or husband’s insurance benefit

Section 102(b)(1) of the bill also amends section 202(r) of the Social
Security Act to apply to a man the provision now applicable to a
woman under which a person is deemed to have filed an application
for both an old-age insurance benefit and a wife’s (or, under the
amended provision, husband’s) insurance benefit where he is eligible
for both in the same month before age 65 and where he applies for
only one. (The exception in existingolaw applicable to a wife with a
child beneficiary in her care for the first month of entitlement is con-
tinued.) The amended section 202(r) also contains a new provision
needed to correct the anomaly in existing law where a woman entitled
to disability insurance benefits is deemed to have filed an application
for reduced old-age insurance benefits, thereby terminating her un-
reduced disability insurance benefit, when she becomes entitled to a
reduced wife’s insurance benefit. Under the amended section 202(r),
where a person is entitled to a disability insurance benefit for the same
month for which an application for a reduced wife’s or husband’s in-
surance benefit is effective, the person will be deemed to have filed an
application for an old-age insurance benefit only as of the first subse-
quent month for which he or she is not entitled to a disability insnr-
ance benefit.

Sec. 102(b)(2) of the bill—Relationship of benefits reduced on account
of age to disability insurance benefits.—Section 102(b)(2)(A) of the bill
repeals section 202(s) of the act, dealing with the relationship between
reduced benefits and disability insurance benefits. The provisions
of the repealed section, modified so as to apply to men as well as to
women, are incorporated in the sections they affect. As noted in the
analysis of the new paragraph (2) of section 202(q), above, the pro-
vision of section 202(s) relating to the simultaneous entitlement to a
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wife’s insurance benefit and to a disability insurance benefit is now
incorporated in that paragraph.

Section 102(b)(2) (B) of the bill amends section 223(a) of the act,
relating to disability insurance benefits, by adding to it the provision
now contained in paragraph (1) of section 202(s), modified so as to
apply to men as well as women, under which entitlement before age
65 to a widow’s or parent’s (or, under the amended provision, widow-
er’s) insurance benefit, or to a reduced old-age or wife’s (or, under the
amended provision, husband’s) insurance benefit, bars later entitle-
ment to a disability insurance benefit. In order to give full effect to
this provision as it applies to men, the new paragraph also provides
that a period of disa%ility (for the purpose of excluding the period
from the ‘““elapsed period’” in determining a person’s insured status
and benefit amount) may not begin after entitlement to a widow’s,
widower’s, or parent’s insurance benefit or to a reduced old-age, wife’s,
or husband’s msurance benefit. This additional restriction 1s needed
for men, but not for women, because the primary insurance amount
for a man is computed on the basis of an elapsed period up to the year
in which he attains age 65. Since the primary insurance amount for
a woman is computed on the basis of an elapsed period up to the year
in which she attains age 62, any period of disability estabﬁshed for her
beginning after age 62 would have no effect.

ection 102(b)(2)(C) of the bill amends section 223(a) of the act
by incorporating therein the provision now contained in paragraph (3)
of section 202(s), modified to apply to men as well as women, under
which a disability insurance benefit is terminated with the month .
before the month in which a person becomes entitled to an old-age
insurance benefit.

Section 102(b)(2)(D) of the bill amends section 216(i)(2) of the
act, relating to the definition of a period of disability, to provide a
cross-reference to section 223(a)(3) (described above) under which a
person may not begin a period of disability after the month in which
he became entitled to any of the benefits listed in such section
223(a)(3).

Sec. 102(b)(3)—Waiver of retroactive benefits.—Section 102(b)(3) of
the bill amends section 202(j)(3) of the act to make it clear that a
man or a woman has the right to waive entitlement to old-age or
survivors insurance benefits for one or more consecutive months
before the month in which he or she becomes entitled to such benefits,
beginning with the earliest month for which he or she would otherwise
be entitled in the retroactive period. Existing law has been inter-
preted as having this effect. Paragraph (3) of section 202(j) of the
act, which now specifically gives women the right to waive entitlement
to benefits for retroactive months between the ages of 62 and 65
(months that would cause a reduction in her benefits), is made
generally applicable to all benefits by the amendment.

Sec. 102(c)—Conforming amendments.—Section 102(c) of the bill
makes a number of changes in the Social Security Act to conform
various provisions to the changes made by the bill in providing
monthly insurance benefits for men at age 62.

Paragraph (1) of section 102(c) repeals section 216(a) of the act,
which defines “‘retirement age’” as age 65 in the case of men and age 62
in the case of women. The paragraphs which follow paragraph (1)
substitute references to specific ages in the provisions of the law where
reference is now made to “retirement age.”
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Paragraph (2) of section 102(c) provides for substituting ‘“‘age 62,”
where appropriate, in the provisions listed in such paragraph (2).

Paragraph (3) of section 102(c) of the bill amends a number of
provisions of the Social Security Act primarily for the purpose of
reflecting the retention of the beginning of the year of attainment of
age 65 as the ending point of the elapsed period for a man, both for
determining his benefit amount and for determining his insured status.

Sec. 102(d)—Other conforming amendments.—Section 102(d)(1)
amends section 215(a)(4) of the act. Such section 215(a) (4) provides, in
part, that in the case of an individual who was entitled to disability in-
surance benefits for the month before the month in which he became
entitled to old-age insurance benefits, his old-age insurance benefit
will be equal to his disability insurance benefit if that is the largest
amount which may be determined for him. As amended, this provi-
sion will apply to a man only if he first became entitled to old-age
insurance benefits at age 65. A man entitled to disability insurance
benefits who became entitled to old-age insurance benefits before
attainment of age 65 (usually because he has recovered from his
disability) will have his old-age insurance benefit based on a primary
insurance amount computed under other applicable provisions of the
law. This primary insurance amount may be smaller than the pri-
mary insurance amount on which his disability insurance benefit was
based because years after the year in which he recovered and before
he reached age 65 are included as elapsed years.

Section 102(d)(2) of the bill amends section 215(b)(3) of the act
(relating to the number of elapsed years to be used in the computation
of an individual’s average monthly wage, on which his benefit amount
is based) so that even though a man can begin to receive old-age
insurance benefits before attaining age 65, the period for determining
the number of elapsed years to be used in the computation of his
primary insurance amount will go up to the first year after 1960 in
which he both was fully insured and had attained (or would attain)
age 65. This is the period used for men in existing law.

Section 102(d)(3) adds a new paragraph (7) to section 215(f) (relat-
ing to the recomputation of benefit amounts).

Subparagraph (A) of the new paragraph (7) provides for a recom-
putation, after attainment of age 65, of the benefit amount of a man
who started to receive old-age insurance benefits before the month
in which he attains age 65. The recomputation will be made as though
the man became entitled to old-age insurance benefits in the year in
which he attains age 65. Earnings in years after the man first became
entitled to benefits and through the year in which he attains age 65
will be used in  the recomputation, if use of them increases the primary
insurance amount. The recomputation will be made without appl-
cation by the beneficiary. Any increase resulting from the recom-
putation will be pa ab? for months starting with the month of
attaining age 65, and (under sec. 202(q)(3), as amended by the bill)
will not be subject to reduction.

Subparagraph (B) of paragraph (7) provides for a recomputation
of the primary insurance amount for a man who received reduced
old-age insurance benefits and who died before attaining age 65. The
recomputation will be made, without the need for an application, if
any individual is entitled to monthly survivors benefits or a lump-sum
death payment on the basis of the earnings of the deceased worker.
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The number of elapsed years will be measured over a period going up to
(but not including) the year of death, rather than up to the year in
which age 65 would have been attained; and earnings in years up
through the year of death will be considered in the average monthly
wage computation. The primary insurance amount as modified
by the recomputation will be the basis for fixing the amount of
monthly survivors benefits and the lump-sum death payment.

Sec. 102(e)—Adjustment of other promsions to take account of the
provision of reduced benefits for men before age 65.—Section 102(e)
of the bill amends subsections (b) and (c) of section 202 of the act,
relating to the eligibility requirements for wife’s and husband’s
insurance benefits, to make technical changes required to take account
of the provisions for paying reduced benefits to men. Paragraphs (1)
through (5) make changes that are needed because under the bill the
old-age insurance benefit for & man will no longer always be the same
as his primary insurance amount; it can be a lower amount. (The
disability insurance benefit will continue to be the same as the primary
insurance amount.) Paragraph (6) makes an exception to the
provision that a husband’s insurance benefit is one-half of the wife’s
primary insurance amount in order to reflect the possibility of a
reduction in the husband’s insurance benefit on account of the hus-
band’s age.

Sec. 102(f)—Effective dates for section 102.—Section 102(f) (1) of the
bill provides that the changes made by section 102(a) of the bill
resulting in making old-age and survivors insurance benefits available
to men, as well as women, at age 62 are to apply for monthly benefits
only for months beginning on or after the eﬂ{active date of title I
of the bill, and only on the basis of applications filed in or after March
1961. (Sec. 106 of the bill defines the effective date of title I of the bill
as the first day of the first calendar month which begins on or after
the 30th day after the date of the enactment of the bill.)

Subparagraph (A) of section 102(f)(2) provides that, in general,
the changes made by section 102(b)(1) of the bill which relate to
reductions in old-age, wife’s, and husband’s insurance benefits begin-
ning before age 65 are to apply for monthly benefits only for months
beginning on or after the effective date of title I of the bill. Under this
provision, & woman on the rolls whose old-age insurance benefit was
reduced and who had been entitled to a wife’s insurance benefit before
she became entitled to an old-age insurance benefit will have her
benefits recomputed to give her the advantage (for the months
described in the preceding sentence) of the change under which, in
such cases, an old-age insurance benefit is not reduced on account
of a reduced wife’s insurance benefit (but may be reduced on its own
account).

Section 102(f)(2)(B) provides that the new provision for computing
the reduction amount for an increase in a reduced benefit in accordance
with the age of the beneficiary at the time the increase is effective
(rather than his age at the time the original benefit began) is to apply
to benefits only for months beginning on or after the effective date
of title I of the bill, but only in cases where the increase is not effective
for any month beginning before the effective date of title I of the bill,
or where the increase is based on an application for a recomputation
filed on or after such effective date.
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Section 102(f) (2)(C) provides that the requirement under present law
that the reduced benefits of a woman must have been withheld for
at least 3 months in order for her to be eligible for a recalculation of
of the reduction amount at age 65 is to continue to apply to anyone
who attains age 65 before the effective date of title I of the bill. The
effect is to restrict the amendment eliminating the 3-month require-
ment to people who attain age 65 on or after the effective date.

Section 102(f)(2) (D) provides that where a person is entitled to a
monthly benefit for the last month beginning before the effective date
of title I of the bill, the amount of the benefit will not be decreased
because of the changes made in section 202(q) of the act. The primary
purpose of this provision is to prevent a decrease in benefits that might
result from a recomputation to give women on the rolls the benefit of
the change under which an old-age insurance benefit is not reduced
solely because of prior entitlement to a reduced wife’s benefit.
Although the change described in the preceding sentence is a liberal-
ization for virtually all cases, in a very rare case (arising from the
adjustment in the reduction period at age 65) it could be a deliberal-
1zation.

Section 102 (f)(3) provides an effective date for the changes made by
section 102(b)(1), relating to the deemed-simultaneous filing of an
application for both old-age insurance benefits and wife’s or husband’s
insurance benefits where a person is eligible for both in the same month
before age 65 but applies for only one such benefit. The changes apply
to benefits only for months beginning on or after the effective date of
title I of the bill. The new provision under which a person who was
entitled to a disability insurance benefit in the first month before age 65
for which he was entitled to a husband’s or wife’s insurance benefit is
deemed to have applied for an old-age insurance benefit for the first
subsequent month for which he is not entitled to a disability insurance
benefit applies only if that first subsequent month is a month beginning
on or after the effective date of title I of the bill.

Section 102(f)(4) provides that the changes made by section
102(b)(2), dealing with the relationship between reduced benefits and
disability insurance benefits, are to take effect on the effective date of
title I of the bill.

Section 102(f)(5) provides that the changes made by section
102(b)(3), relating to the right to waive retroactive benefits, are to
apply only where the application is filed on or after the effective date
of title I of the bill.

Section 102(f) (6) provides an effective date for the changes made
by section 102(c) and sections 102(d) (1) and 102(d)(2) of the bill to
conform to the provisions making benefits available to men at age 62.
The changes will apply with respect to (1) monthly benefits for months
beginning on or after the effective date of title I of the bill based on
applications filed in or after March 1961; and (2) lump-sum death
p};zyxtx)liflalnts based on deaths on or after the effective date of title I of
the .

Section 102(f)(7) provides an effective date for the change made
by section 102(d)(3) of the bill, relating to special recomputations for
men who began to draw old-age insurance benefits before age 65.
This change will take effect on the effective date of title I of the bill.

Section 102(f)(8) provides that the technical changes made by
section 102(e) of the bill, which are required to take account of the
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provisions for paying reduced benefits to men before age 65, are to
apply to benefits only for months beginning on or after the effective
date of title I of the bill. )

Section 102(f) (9) states that for purposes of section 102(f), dealing
with effective dates for section 102 of the bill, the term ‘‘monthly
benefits’’ means monthly old-age, survivors, and disability insurance
benefits payable under title I of the Social Security Act.

SEC. 103. FULLY INSURED STATUS

(a) Fully insured status.—Section 103(a) of the bill amends section
214 (a) of the Social Security Act to change the work requirements for
fully 1nsured status, at the same time putting the provision defining
fully insured status on an annual basis. The amended section 214(a)
provides that a person will be fully insured if he has one quarter of
coverage (acquired at any time after 1936) for each calendar year
elapsing after 1950 (or after the year in which he attained age 21,
if that was later than 1950) and before:

(1) In the case of a woman, the year in which she died or at-
tained age 62, whichever is earlier;

(2) In the case of a man who has died, the year in which he
died or the year in which he attained age 65, whichever is earlier;
or

(3) In the case of a man who has not died, the year in which
he attained, or would attain, age 65.

The existing minimum requirement of 6 quarters of coverage and
maximum requirement of 40 quarters of coverage are retained.

The amenged section 214(a) of the act conforms the provision for
excluding periods of disability from the elapsed period to the annual
basis for determining insured status by providing that any year any
part of which is in a period of disability will not count as an elapsed
year. Under existing law, any calendar quarter any part of which is
in a period of disability is not counted as an elapsed quarter unless it
is also a quarter of coverage (only the first and the last quarter of a
period of disability may be quarters of coverage). The change to an
annual basis will enable some few people who become disabled to
become fully insured with one or (in a very rare case) two quarters of
coverage less than would be required if the quarterly basis were kept.
On a quarterly basis, a person whose period of disability began after
the first quarter of a year would have one or more elapsed quarters
counted in that year, and a person who recovered from a disability
before the fourth quarter of a year would have one or more elapsed
quarters counted in that year. On an annual basis, the entire year in
which a disability began and the entire year in which the disability
ended will be excluded from the elapsed period.

The following table shows the number of quarters of coverage re-
quired for fully insured status, under existing law and under the bill,
for women who attain age 62 and men who attain age 65 in specified
years, and who did not have a period of disability.
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Required quarters
Year of attainment of age 62 (for women) or

age 65 (for men)
Existing law | Proposed

1956 and earlier.__. .- 6 6
1957. .. PR 8 6
9 7

10 8

12 9

13 10

20 15

26 20

33 25

40 30

40 35

40 40

(b) Effective date for section 103.—Section 103(b) provides that the
amendments made by section 103(a) are to be effective for (1) monthly
benefits for months beginning on or after the effective date of title I
of the bill on the basis of applications filed in or after March 1961;
(2) lump-sum death payments with respect to deaths occurring on or
after the effective date of title I of the bill; and (3) disability deter-
minations (for the purpose of excluding a period of disability from the
elapsed: period in determining insured status and the benefit amount)
based on applications filed in or after March 1961. Section 106 of
the bill defines the effective date of title I of the bill as the first day
of the first calendar month which begins on or after the 30th day after
the enactment of the bill.

(¢) Special rule for filing proof of ‘support.—Section 103(c) of the
bill provides a 2-year period (beginning with the effective date of
title I of the bill) before the end of which proof of support may be
filed in any case where a dependent widower or parent becomes eligible
for benefits solely as a result of the changes made in the insured
status requirements by section 103(a) of the bill. In the absence of
such a provision, these dependents, who may have been denied the
opportunity to file proof of support because the worker was not insured,
would be barred from filing simply because the present statutory
period for filing such proof (within 2 years after the worker’s death,
with a further 2-year extension if there was good cause for the failure
to file) had expired.

(d) Technical amendment to computation provision.—Section 103(d)
of the bill amends section 303(g) (1) of the Social Security Amendments
of 1960 to prevent people who become fully insured solely as a result
of the change in insured status made by the bill from taking advantage
of an alternative method of benefit computation that is intended only
for people who were already eligible for old-age insurance benefits
(that is, fully insured and past retirement age) before the date of the
enactment of the 1960 amendments. Such people can have their
benefits figured over a period of years ending with the year in which
they were first eligible for benefits, if that would yield the largest
benefit amount for them. The amendment provides that “fully
insured status’’ and “retirement age,” as used in section 303(g)(1) of
the 1960 amendments, are to have the same meaning as they had in the
law before those amendments (fully insured status defined as one
quarter of coverage for every two quarters elapsing after 1950, rather
than for every three quarters as in the 1960 amendments or for every
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year as in the bill; and “retirement age’’ set at 62 for women and 65
for men).

SEC. 104. INCREASE IN WIDOW’S, WIDOWER’S, AND PARENT'S
INSURANCE BENEFITS :

(a) Increase in widow's insurance benefit.—Section 104 (a) of the bill
amends section 202(e)(2) of the Social Security Act so as to increase
the widow’s insurance benefit from 75 percent of the primary insurance
amount of her deceased husband to 82} percent of his primary
insurance amount.

(b) Increase in widower’s insurance benefit.—Section 104(b) of the
bill amends section 202(f)(3) of the Social Security Act so as to in-
crease the widower’s insurance benefit from 75 percent of the primary
insurance amount of his deceased wife to 8214 percent of her primary
insurance amount.

(¢) Increase in parent’s insurance benefit.—Section 104(c) of the bill
amends section 202(h)(2) of the Social Security Act by replacing it
with three new subparagraphs.

Subparagraph (A) of the amended section 202(h)(2) provides that,
in general, a parent’s insurance benefit will be 8234 percent of the pri-
mary insurance amount of the deceased worker on whose wages and
self-employment income the parent’s benefit is based. Exceptions to
this general rule are set forth in subparagraphs (B) and (C).

Subparagraph (B) provides that for any month for which more than
one parent 18 entitled to parent’s insurance benefits based on a deceased
worker’s earnings, the benefit for each parent will be 75 percent (as in
existing law) of the deceased worker’s primary insurance amount.

Subparagraph (C) provides that if one parent is entitled to parent’s
insurance benefits based on the earnings of a deceased worker for a
month, and later, because of an application that is retroactively effec-
tive for the same month, another parent of the worker becomes en-
titled to parent’s insurance benefits for that month based on such
worker’s earnings, the total of the parent’s insurance benefits for any
month in the period for which that application has retroactive effect
shall be limited to 150 percent of the primary insurance amount.
Since the parent who first became entitled to benefits will have been
entitled to a benefit equal to 82} percent of the primary insurance
amount for the month, the parent who later becomes entitled to bene-
fits will get a benefit for that month equal to 673 percent of the pri-
mary insurance amount. For months beginning with the month in
which the second parent filed his application for benefits, each parent’s
insurance benefit will be 75 percent of the primary insurance amount,
as provided in subparagraplg ).

(d) Conforming amendments.—Section 104(d) (1) of the bill amends
section 202(e) (1) of the Social Security Act (relating to eligibility for
widow’s insurance benefits) and section 202(f) (1) of the Social Security
Act (relating to eligibility for widower’s insurance benefits) to take
into account the higher widow’s and widower’s insurance benefits
payable by reason of the amendments made by subsections (a) and
(b), respectively, of section 104 of the bill. Under the new provision,
a widow could be eligible to receive a widow’s insurance benefit if her
old-age insurance benefit were less than 82} percent (instead of 75
percent) of the deceased worker’s primary insurance amount,.and
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the widow’s insurance benefit would be terminated if the widow
became entitled to an old-age insurance benefit equal to or exceeding
824 percent (instead of 75 percent) of the primary insurance amount
of the deceased worker. gimila.rly, a widower could be eligible to
receive a widower’s insurance benefit if his old-age insurance benefit
was less than 82} percent of the deceased worker’s primary insurance
amount, and the widower’s insurance benefit would be terminated if
the widower became entitled to an old-age insurance benefit equal to
or exceeding 82)¢ percent of the primary insurance amount of the
deceased worker. .

Section 104(d)(2) amends section 202(h) (1) of the Social Security
Act (relating to eligibility for parent’s benefits) to take into account
the higher parent’s insurance benefits which can be payable under
section 104(c) of the bill. Under the new provision, a parent could
be eligible to receive a parent’s insurance benefit if his old-age insur-
ance benefit was less than 82)¢ percent (instead of 75 percent) of the
primary insurance amount of the deceased worker, provided that only
one parent was entitled to parent’s insurance benefits based on the
earnings of the worker (the only situation in which the parent’s
insurance benefit is increased by the bill). If more than one parent
is entitled to parent’s insurance benefits based on the earnings of a
worker, there will be no increase in the parent’s insurance benefit
under the bill—therefore, the effect of the present law is retained;
each parent could become entitled to parent’s insurance benefits only
if his old-age insurance benefit is less than 75 percent of the primary
insurance amount of the deceased worker. Similarly, a parent’s
insurance benefit will be terminated if the parent becomes entitled
to an old-age insurance benefit equal to or in excess of 82} percent
(instead of 75 percent) of the primary insurance amount of the
deceased worker, provided that only one parent is entitled to parent’s
insurance benefits based on the earnings of the deceased worker. If
more than one parent is entitled to parent’s insurance benefits based
on the earnings of the deceased worker, a parent’s insurance benefit
would be terminated if he became entitled to an old-age insurance
benefit that was equal to or in excess of 75 percent (as in present law)
of the primary insurance amount of the deceased worker.

(e) Effective date for section 104.—Section 104 (e) of the bill provides
that the amendments made by section 104 of the bill are to apply
with respect to monthly benefits for months beginning on or after
the effective date of title I of the bill. (Sec. 106 of the bill defines
the effective date of title I of the bill as the first day of the first
calendar month which begins on or after the 30th day after the date
of enactment of the bill.)

Saving clause—Section 104(f) of the bill is a saving clause
which provides that the increased benefits paid to a widow, widower,
or parent as a result of the changes made by the bill are not to cause
a reduction in the benefit paid to any other person entitled to benefits
based on the earnings of the same individual for the month before
the first month for which the increases in widow’s, widower’s, and
parent’s insurance benefits are effective. If there were no saving
clause, because of the limitation on the total of the benefits that may
be paid to a family on the basis of the earnings of one individual, the
benefits payable to a person on the rolls when the bill is enacted
might be reduced because of the increase in payments to widows,
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widowers, and parents resulting from enactment of the bill. In an
individual case the saving clause will be effective only until such time
as a new person becomes entitled to benefits on the same earnings
record, when benefits would be reduced under existing law. A further
provision is added to restrict the applicability of the saving clause to
those cases where it applies in the first month for which the increases
in benefits are effective. Otherwise, because of future changes in
the law, it could apply for the first time many years after the bill is
enacted. To avoid this result, the saving clause applies at all only
if it is applicable in the particular case for the first month for which
the increase in widow’s, widower’s, and parent’s insurance benefits
will be effective—i.e., in cases where the benefits payable for such
month would be reduced but for the saving clause.

SEC. 105. RETROACTIVE EFFECT OF APPLICATIONS FOR DISABILITY
DETERMINATIONS

Section 105 of the bill amends section 216 (1) (4) of the Social Security
Act to extend for 1 year (through June 30, 1962) the time within
which disabled workers may file applications for disability determina-
tions on the basis of which the beginning of a period of disability
would be established as early as the actual onset of disablement
(provided the other requirements of the law are met). This provision
is effective with respect to applications for such determinations filed
on or after the date of enactment of the bill.

SEC. 106. EFFECTIVE DATE FOR TITLE I

Section 106 of the bill provides that, except as otherwise provided,
the effective date of title I of the bill (which makes changes in title
IT of the Social Security Act) will be the first day of the first calendar
month which begins on or after the 30th day after the date of enact-
ment of the bill.

SEC. 201. CHANGES IN TAX SCHEDULES'

Section 201 of the bill increases the rates of taxes under the Self-
Employment Contributions Act of 1954 (ch. 2 of the Internal Revenue
Code of 1954) and the Federal Insurance Contributions Act (ch. 21
of such code). Each rate provided by existing law for the self-employ-
" ment tax is increased by ¥s percent, effective for taxable years be-
ginning after December 31, 1961. Each rate provided by existin
law for the employer tax and the employee tax under the Federa
Insurance Contributions Act is increased by % percent, effective
with respect to remuneration paid after 1961.

The following tables illustrate the proposed changes in rates:

Self-employment tax rates

Existing law Proposed
(percent) (percent)
1962, . . 4 411 (4. 6875
1963 to 1965, inclusiv 5}}2 5"/io° $5. 4375;
1966 to 1968, inclusive. 6 634¢ (6. 1875)
1969 and after 63t €15{, 26. 9375)
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Employer tax and employee tax rates (each)

Existing law Proposed

(percent) (percent)
1962. .. 3 316 (3.125)
1963 to 1965, inclusive. 3% 354 (3. 625)
1966 to 1968, inclusive. 4 416 (4.125)
1969 and after. 4% 456 (4.625)

SEC. 301. AMENDMENT PRESERVING RELATIONSHIP BETWEEN
RAILROAD RETIREMENT AND OLD-AGE, SURVIVORS, AND DIS-
ABILITY INSURANCE

Section 1(q) of the Railroad Retirement Act of 1937 provides that
for purposes of that act the terms ‘“Social Security Act’”’ and “Social
Security Act, as amended’” are to mean the Social Security Act as
amended in 1960. Section 301 of the bill amends this provision by
striking out “1960”’ and inserting in lieu thereof “1961”’.

VI. CHANGES IN EXISTING LAW

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as
introduced, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italics, existing
law in which no change is proposed is shown in roman):

SOCIAL SECURITY ACT

TITLE II—FEDERAL OLD-AGE, SURVIVORS, AND DISA-
BILITY INSURANCE BENEFITS

* * * * * * *

OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS
Old-Age Insurance Benefits

Sec. 202. (a) Every individual who—
(1) 1s a fully insured individual (as defined in section 214(a)),
(2) has attained [retirement age (as defined in section 216(a))]
age 62, and
(3) has filed application for old-age insurance benefits or was
entitled to disability insurance benefits for the month preceding
the month in which he attained the age of 65,
shall be entitled to an old-age insurance benefit for each month, begin-
ning with the first month after August 1950 in which such individual
becomes so entitled to such insurance benefits and ending with the
month preceding the month in which he dies. Except as provided in
subsection (q), such individual’s old-age insurance benefit for any
month shall be equal to his primary insurance amount (as defined in
section 215(a)) for such month.

67716—61——4
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Wife’s Insurance Benefits

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

(A) has filed application for wife’s insurance benefits,

(B) has attained [retirement age] age 62 or has in her care
(individually or jointly with her husband) at the time of filing
such application a child entitled to a child’s insurance benefit on
th((ai basis of the wages and self-employment income of her husband,
an :

(C) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based on
a primary insurance amount which isless than one-half of [an old-
age or disability insurance benefit] the primary insurance amount
of her husband,

shall be entitled to a wife’s insurance benefit for each month, beginning
with the first month after August 1950 in which she becomes so entitled
to such insurance benefits and ending with the month preceding the
first month in which any of the following occurs: she dies, her husband
dies, they are divorced a vinculo matrimonii, no child of her husband is
entitled to a child’s insurance benefit and she has not attained [retire-
ment age] age 62, she becomes entitled to an old-age or disability
insurance benefit based on a primary insurance amount which is equal
to or exceeds one-half of [an old-age or disability insurance benefit]
the primary insurance amount of her husband, or her husband is not
entitled to disability insurance benefits and is not entitled to old-age
insurance benefits.

(2) Except as provided in subsection (q), such wife’s insurance
benefit for each month shall be equal to one-half of the [old-age or
disability insurance benefit] primary insurance amount of her husband
for such month,

Husband’s Insurance Benefits

(¢) (1) The husband (as defined in section 216(f)) of a currently
insured individual (as defined in section 214(b)) entitled to old-age
or disability insurance benefits, if such husband—

(A) has filed application for husband’s insurance benefits,

(B) has attained [retirement age] age 62,

(C) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secre-
tary, from such individual— ' '

(1) if she had a period of disability which did not end
prior to the month in which she became entitled to old-age
or disability insurance benefits, at the beginning of such
period or at the time she became entitled to such benefits, or

(ii) if she did not have such a period of disability, at the
time she became entitled to such benefits,

and filed proof of such support within two years after the month
in which she filed application with respect to such period of dis-
ability or after the month in which she became entitled to such
benefits, as the case may be, or, if she did not have such a period,
two years after the month in which she became entitled to such
benefits, and
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(D) is not entitled to old-age or disability insurance benefits,
or 18 entitled to old-age or dis‘:ﬁ)ility insurance benefits [each of]
based on a primary insurance amount which is less than one-half
of the primary insurance amount of his wife, .

shall be entitled to a husband’s insurance benefit for each month,
beginning with the first month after August 1950 in which he becomes
so entitled to such insurance benefits and ending with the month pre-
ceding the month in which any of the following occurs: he dies, his
wife dies, they are divorced a vinculo matrimonii, or he becomes
entitled to an old-age or disability insurance benefit [equal to or
exceeding] based on a primary insurance amount which 1s equal to or
exceeds one-half of the primary insurance amount of his wife, or his
wife is not entitled to disability insurance benefits and is not entitled
to old-age insurance benefits.

(2) The requirement in paragraph (1) that the individual entitled
to old-age or disability insurance benefits be a curreatly insured indi-
vidual, and the provisions of subparagraph (C) of such paragraph,
shall not be applicable in the case of any husband who—

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of [retirement age] age 62 in such prior month would have
been entitled to, benefits under subsection (f) or (h); or

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d).

(3) [Such] Except as provided in subsection (¢), such husband’s
insurance benefit for each month shall be equal to one-half of the
primary insurance amount of his wife for such month.

Child’s Insurahce Benefits

(d) (1) Every child (as defined in section 216(e)) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who dies a fully or currently insured individual if such child—
(A) has filed application for child’s insurance benefits,
(B) at the time such application was filed was unmarried
and either (i) had not attained the age of eighteen or (ii) was
under a disability (as defined in section 223(c)) which began
before he attained the age of eighteen, and
(C) was dependent upon such individual—
@) if such individual is living, at the time such application
was filed,

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

time he became entitled to such benefits,
shall be entitled to a child’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child
becomes so entitled to such insurance benefits and ending with the
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month preceding the first month in which any of the following occurs:
such child dies, marries, is adopted (except for adoption by a step-
parent, grandparent, aunt, or uncle subsequent to the death of such
fully or currently insured individual), or attains the age of eighteen
and is not under a disability (as defined in section 223(c)) which
began before he attained such age. Entitlement of any child to
benefits under this subsection shall also end with the month preceding
the third month following the month in which he ceases to be under
a disability (as so defined) after the month in which he attains age
eighteen. ~Entitlement of any child to benefits under this subsection
on the basis of the wages and self-employment income of an individual
entitled to disability insurance benefits shall also end with the month
before the first month for which such individual is not entitled to
such benefits unless such individual is, for such later month, entitled
to old-age insurance benefits or unless he dies in such month. In the
case of an individual entitled to disability insurance benefits, the pro-
visions of clause (i) of subparagraph (C) of this paragraph shall not
apply to a child of such individual unless he (A) is the natural child
or stepchild of such individual (including such a child who was legally
adopted by such individual) or (B) was legally adopted by such in-
dividual before the end of the twenty-four month period beginning
with the month after the month in which such individual most recently
became entitled to disability insurance benefits, but only if (1) pro-
ceedings for such adoption of the child had been instituted by such
individual in or before the month in which began the period of dis-
ability of such individual which still exists at the time of such adoption
or (iik)l such adopted child was living with such individual in such
month.

(2) Such child’s insurance benefit for each month shall, if the in-
dividual on the basis of whose wages and self-employment income the
child is entitled to such benefit has not died prior to the end of such
month, be equal to one-half of the primary insurance amount of such
individual for such month. Such child’s insurance benefit for each
month shall, if such individual has died in or prior to such month,
be equal to three-fourths of the primary insurance amount of such
individual.
~ (8) A child shall be deemed dependent upon his father or adopt-
ing father at the time specified in paragraph (1)(C) unless, at such
time, such individual was not living with or contributing to the sup-
port of such child and—

(A) such child is neither the legitimate nor adopted child of
such individual, or
(B) such child had been adopted by some other individual.

For purposes of this paragraph, a child deemed to be a child of a
fully or currently insured individual pursuant to section 216(h)(2)
(B) shall, if such individual is the child’s father, be deemed to be the
legitimate child of such individual.

_(4) A child shall be deemed dependent upon his stepfather at the
time specified in paragraph (1)(C) if, at such time, the child was
living with or was receiving at least one-half of his support from
such stepfather.
~ (5) A child shall be deemed dependent upon his natural or adopt-
ing mother at the time specified in paragraph (1)(C) if such mother
or adopting mother was a currently insured individual. A child
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shall also be deemed dependent upon his natural or adopting mother,
or upon his stepmother, at the time specified in paragraph (1)(C) if,
at such time, (A) she was living with or contributing to the support of
such child, and (B) either (i) such child was neither living with nor
receiving contributions from his father or adopting father, or (ii)
such child was receiving at least one-half of his support from her.
(6) In the case of a child who has attained the age of eighteen and
who marries—
(A) an individual entitled to benefits under subsection (a),
(e), (D), (g), or (h) of this section or under section 223(a), or
B) another individual who has attained the age of eighteen
and is entitled to benefits under this subsection,
such child’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage; except that, in the case of such a marriage
to a male individual entitled to benefits under section 223(a) or this
subsection, the preceding provisions of this paragraph shall not apply
with respect to benefits for months after the last month for which
such individual is entitled to such benefits under section 223(a) or
this subsection unless (i) he ceases to be so entitled by reason of his
death, or (i1) in the case of an individual who was entitled to benefits
under section 223(a), he is entitled, for the month following such
last month, to benefits under subsection (a) of this section.

Widow’s Insurance Benefits

(e)(1) The widow (as defined in section 216(c)) of an individual
who died a fully insured individual, if such widow—

(A) has not remarried,

(B) has attained [retirement age] age 62,

(C)(1) has filed application for widow’s insurance benefit,
or was entitled, after attainment of [retirement age] age 62, to
wife’s insurance benefits, on the basis of the wages and self-
employment income of such individual, for the month preceding
the month in which he died, or

(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother’s insurance benefits for the month pre-
cec%ling the month in which she attained [retirement age] age 62,
an

(D) is not entitled to old-age insurance benefits or is entitled
to old-age insurance benefits each of which is less than [three-
fourths] 82)4 percent of the primary insurance amount of her
deceased husband,

shall be entitled to a widow’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so
entitled to such insurance benefits and ending with the month preced-
ing the first month in which any of the following occurs: she remarries,
dies, or becomes entitled to an old-age insurance benefit equal to or
exceeding [three-fourths] 82!, percent of the primary insurance
amount of her deceased husband.

(2) Such widow’s insurance benefit for each month shall be equal
to [three-fourths] 82} percent of the primary insurance amount of
her deceased husband.
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(3) In the case of any widow of an individual—
(A) who marries another individual, and
(B) whose marriage to the individual referred to in subpara-
graph (A) is terminated by his death which occurs within one
ye(sia,r after such marriage and he did not die a fully insured indi-
vidual,
the marriage to the individual referred to in clause (A) shall, for the
purposes of paragraph (1), be deemed not to have occurred. No
benefits shall be payable under this subsection by reason of the preced-
ing sentence for any month prior to whichever of the following is the
latest: (i) the month in which the death referred to in subparagraph
(B) of the preceding sentence occurs, (ii) the twelfth month before
the month in which such widow files application for purposes of this
paragraph, or (iii) November 1956.
(4) In the case of a widow who marries—
(A) an individual entitled to benefits under subsection (f) or
(h) of this section, or
(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),
such widow’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage; except that, in the case of 'such a marriage
to an individual entitled to benefits under subsection (d), the preced-
ing provisions of this paragraph shall not apply with respect to bene-
fits for months after the last month for which such individual is en-
titled to such benefits under subsection (d) unless he ceases to be so
entitled by reason of his death.

Widower’s Insurance Benefits

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

(A) has not remarried,

(B) has attained [retirement age] age 62,

(C) has filed application for widower’s insurance benefits or
was entitled to hus%and’s insurance benefits, on the basis of the
wages and self-employment income of such individual, for the
month preceding the month in which she died, ,

(D) () was receiving at least one-half of his support, as
determined in accordance with regulations prescribed by the
Secretary, from such individual at the time of her death or, if
such individual had a period of disability which did not end prior
to the month in which she died, at the time such period began or
at the time of her death, and filed proof of such support within
two years after the date of such death, or, if she had such a period
of disability, within two years after the month in which she filed
application with respect to such period of disability or two years
after the date of such death, as the case may be, or (ii) was
receiving at least one-half of his support, as determined in accord-
ance with regulations prescribed by the Secretary, from such
individual, and she was a currently insured individual, at the time
she became entitled to old-age or disability insurance benefits or,
if such individual ‘had a period of disability which did not end
prior to the month in which she became so entitled, at the time
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such period began or at the time she became entitled to such
benefits, and filed proof of such support within two years after
the month in which she became entitled to such benefits, or, if she
had such a period of disability, within two years after the month
in which she filed application with respect to such period of dis-
ability or two years after the month in which she became entitled
to such benefits, as the case may be, and

(E) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than [three-
fourths] 8214 percent of the primary insurance amount of his
deceased wife,

shall be entitled to a widower’s insurance benefit for each month,
beginning with the first month after August 1950 in which he becomes
so entitled to such insurance benefits and ending with the month pre-
ceding the first month in which any of the following occurs: he re-
marries, dies, or becomes entitled to an old-age insurance benefit
equal to or exceeding [three-fourths} 82} percent of the primary
insurance amount of his deceased wife.

(2) The requirement in paragraph (1) that the deceased fully in-
sured individual also be a currently insured individual, and the
provisions of subparagraph (D) of such paragraph, shall not be
applicable in the case of any individual who—

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of [retirement age}] age 62 in such prior month would
have been entitled to, benefits under this subsection or subsec-
tion (h); or

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d).

(3) Such widower’s insurance benefit for each month shall be equal
to [three-fourths] 82} percent of the primary insurance amount of his
deceased wife.

(4) In the case of a widower who marries—

(A) an individual entitled to benefits under subsection (e),
(g), or (h), or

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

such widower’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1), not be terminated by
reason of such marriage.

Mother’s Insurance Benefits

(2)(1) The widow and every former wife divorced (as defined in
- section 216(d)) of an individual who died a fully or currently insured
individual if such widow or former wife divorced—
(A) has not remarried,
(B) is not entitled to a widow’s insurance benefit,
(C) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such individual,
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(D) has filed application for mother’s insurance benefits, or
was entitled to wife’s insurance benefits on the basis of the wages
and self-employment income of such individual for the month
preceding the month in which he died,

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

(F) in the case of a former wife divorced, was receiving from
such individual (pursuant to agreement or court order) at least
one-half of her support at the time of his death or, if such in-
dividual had a period of disability which did not end prior to
the month in which he died, at the time such period began or at
the time of such death, and the child referred to in subpara-

raph (E) is her son, daughter, or legally adopted child and the
%eneﬁts referred to in such subparagraph are payable on the
basis of such individual’'s wages and self-employment income
shall be entitled to a mother’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so
entitled to such insurance benefits and ending with the month preced-
ing the first month in which any of the following occurs: no child of
such deceased individual is entitled to a child’s insurance benefit,
such widow or former wife divorced becomes entitled to an old-age
insurance -benefit equal to or exceeding three-fourths of the primary
insurance amount of such deceased individual, she becomes entitled
to a widow’s insurance benefit, she remarries, or she dies. Entitlement
to such benefits shall also end, in the case of a former wife divorced,
with the month immediately preceding the first month in which no
son, daughter, or legally adopted child of such former wife divorced
is entitled to a child’s insurance benefit on the basis of the wages and
self-employment income of such deceased individual.

(2) Such mother’s insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of such deceased
individual.

) 53) 1In the case of any widow or former wife divorced of an indi-
vidual—

(A) who marries another individual, and

(B) whose marriage to the individual referred to in subpara-
graph (A) is terminated by his death but she is not, and upon
filing application therefor in the month in which he died would
not be, entitled to benefits for such month on the basis of his wages
and self-employment income,

the marriage to the individual referred to in clause (A) shall, for the
purpose of paragraph (1), be deemed not to have occurred. No bene-
fits shall be payable under this subsection by reason of the preceding
sentence for any month prior to whichever of the following is the latest:
(i) the month 1n which the death referred to in subparagraph (B) of
the preceding sentence occurs, (i) the twelfth month before the month
in which such widow or former wife divorced files application for pur-
poses of this paragraph, or (iii) the month following the month in
which this paragraph is enacted.

(4) In the case of a widow or former wife divorced who marries—

(A) an individual entitled to benefits under subsection (a), (f),
or (h), or under section 223(a), or
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(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),

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

Parent’s Insurance Benefits

(h) (1) Every parent (as defined in this subsection) of an individual
who died a fully insured individual if such parent—

(A) has attained [retirement age] age 62,

(B)(1) was receiving at least one-half of his support from such
individual at the time of such individual’s death or, if such
individual had a period of disability which did not end prior to
the month in which he died, at the time such pertod began or at
the time of such death, and (ii) filed proof of such support within
two years after the date of such death, or, if such individual had
such a period of disability, within two years after the month in
which such individual filed application with respect to such period
of disability or two years after the date of such death, as the case
may be,

(C) has not married since such individual’s death,

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is less than [three-
fourthsY 8214 percent of the primary insurance amount of such
deceased individual if the amount of the parent’s insurance benefit
for such month is determinable under paragraph (2)(A) (or 76
percent of such primary insurance amount in any other case), and

(E) has filed application for parent’s insurance benefits,

shall be entitled to a parent’s insurance benefit for each month begin-
ning with the first month after August 1950 in which such parent
becomes so entitled to such parent’s insurance benefits and ending with
the month preceding the first month in which any of the following
occurs: such parent dies, marries, or becomes entitled to an old-age
insurance benefit equal to or exceeding [three-fourthsy 8214 percent
of the primary insurance amount of such deceased individual if the
amount of the parent’s insurance benefit for such month is determinable
under paragraph (2)(A) (or 75 percent of such primary insurance
amount in any other case).

[(2) Such parent’s insurance benefit for each month shall be equal
to three-fourths of the primary insurance amount of such deceased
individual.J}

(2) (A) Except as provided in subparagraphs (B) and (O), such
parent’s insurance benefit for each month shall be equal to 82% percent
of the primary insurance amount of such deceased individual.
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(B) For any month for which more than one parent is entitled to
parent’s insurance benefits on the basis of such deceased individual’s
wages and self-employment income, such benefit for each such parent
Jor such month shall (except as provided in subparagraph (C) be equal
to 76 percent of the primary insurance amount of such deceased
individual.

(C) In any case in which—

(?) any parent is entitled to a parent’s insurance benefit for a
month on the basis of a deceased individual’s wages and self-employ-
ment income, and

(%7) another parent of such deceased individual is entitled to a
parent’s insurance benefit for such month on the basis of such wages
and_self-employment income, and on the basis of an application
Jiled after such month and after the month in which the application
Jor the parent’s benefits referred to in clause (i) was filed,

the amount of the parent’s insurance benefit of the parent referred to in
clause () for the month referred to in such clause shall be determined
under subparagraph (A) instead of subparagraph (B) and the amount
of the parent’s insurance benefit of a parent referred to in clause (12)
Jor such month shall be equal to 150 percent of the primary insurance
amount of the deceased indwidual minus the amount (before the applica-
tron of section 203(a)) of the benefit for such month of the parent referred
to wn clause (7).

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

(4) In the case of a parent who marries—

(A) an individual entitled to benefits under this subsection or
subsection (e), (f), or (g), or ,

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

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

Lump-Sum Death Payments

(1) Upon the death, after August 1950, of an individual who died
a fully or currently insured individual, an amount equal to three
times such individual’s primary insurance amount, or an amount
equal to $255, whichever is the smaller, shall be paid in a lump sum
to the person, if any, determined by the Secretary to be the widow or
widower of the deceased and to have been living in the same house-
hold with the deceased at the time of death. If there is no such
person, or if such person dies before receiving payment, then such
amount shall be paid —
(1) if all or part of the burial expenses of such insured indi-
vidual which are incurred by or through a funeral home or funeral
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homes remains unpaid, to such funeral home or funeral homes
to the extent of such unpaid expenses, but only if (A) any
person who assumed the responsibility for the payment of all or
any part of such burial expenses files an application, prior to the
expiration of two years after the date of death of such insured
individual, requesting that such payment be made to such funeral
home or funeral homes, or (B) at least 90 days have elapsed after
the date of death of such insured individual and prior to the
expiration of such 90 days no person has assumed responsibility
for the payment of any of such burial expenses;

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

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

No payment (except a payment authorized pursuant to clause (1)(A)
of the preceding sentence) shall be made to any person under this
subsection unless application therefor shall have been filed, by or on
behalf of such person (whether or not legally competent), prior to
the expiration of two years after the date of death of such insured
individual, or unless such person was entitled to wife’s or husband’s
insurance benefits, on the basis of the wages and self-employment in-
come of such insured individual, for the month preceding the month
in which such individual died. In tbe case of any individual who
died outside the forty-eight States and the District of Columbia after
December 1953 and before January 1, 1957, whose death occurred
while he was in the active military or naval service of the United
States, and who is returned to any of such States, the District of
Columbia, Alaska, Hawaii, the Commonwealth of Puerto Rico, the
Virgin Islands, Guam, or American Samoa for interment or reinter-
ment, the provisions of the preceding sentence shall not prevent pay-
ment to any person under the second sentence of this subsection if
application for a lump-sum death payment with respect to such
deceased individual is filed by or on behalf of such person (whether
or not legally competent) prior to the expiration of two years after
the date of such interment or reinterment. In the case of any indi-
vidual who died outside the fifty States and the District of Columbia
after December 1956 while he was performing service, as a member
of a uniformed service, to which the provisions of section 210(l) (1)
are applicable, and who is returned to any State or to any Territory
or possession of the United States, for interment or reinterment, the
provisions of the third sentence of this subsection shall not prevent
payment to any person under the second sentence of this subsection if
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application for a lump-sum death payment with respect to such de-
ceased individual is filed by or on behalf of such person (whether or
‘not legally competent) prior to the expiration of two years after the
date of such interment or reinterment.

Application for Monthly Insurance Benefits

(j) (1) An individual who would have been entitled to a benefit un-
der subsection (a), (b), (c), (d), (e), (f), (g), or (h) for any month
after August 1950 had he filed application therefor prior to the end
of such month shall be entitled to such benefit for such month if he
files application therefor prior to the end of the twelfth month im-
mediately succeeding such month. Any benefit for a month prior to
the month in which application is filed shall be reduced, to any extent
that may be necessary, so that it will not render erroneous any benefit
which, before the filing of such application, the Secretary has certified
for payment for such prior month.

(2) No application for any benefit under this section for any month
after August 1950 which is filed prior to three months before the first
month for which the applicant becomes entitled to such benefit shall
be accepted as an application for the purposes of this section; and any
application filed within such three months’ period shall be deemed to
have been filed in such first month.

L(3) Notwithstanding the provisions of paragraph (1), a woman
may, at her option, waive entitlement to old-age insurance benefits or
wife’s insurance benefits for any one or more consecutive months which
occur—

[(A) after the month before the month in which she attains
the age of sixty-two,
L(B) prior to the month in which she attains the age of sixty-
five, and
L(C) prior to the month in which she files application for such
benefits;
and, in such case, she shall not be considered as entitled to such benefits
for any such month or months before she filed such application. A
woman shall be deemed to have waived such entitlement for any such
month for which such benefit would, under the second sentence of
paragraph (1), be reduced to zero.]

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

such benefit would, under the second sentence of paragraph (1), be
reduced to zero. .

Simultaneous Entitlement to Benefits

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

(2) (A) Any child who under the preceding provisions of this
section is entitled for any month to more than one child’s insurance
benefit shall, notwithstanding such provisions, be entitled to only one
of such child’s insurance benefits for such month, such benefit to be the
one based on the wages and self-employment income of the insured
individual who has the greatest primary insurance amount.

(B) Any individual who, under the preceding provisions of this sec-
tion and under the provisions of section 223, is entitled for any month
to more than one monthly insurance benefit (other than old-age or
disability insurance benefit) under this title shall be entitled to only
one such monthly benefit for such month, such benefit to be the largest
of the monthly benefits to which he (but for this subparagraph (B))
would otherwise be entitled for such month,

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

Entitlement to Survivor Benefits Under Railroad Retirement Act

(1) If any person would be entitled, upon filing application there-
for to an annuity under section 5 of the Railroad Retirement Act of
1937, or to a lump-sum payment under subsection (f)(1) of such sec-
tion, with respect to the death of an employee (as defined in such Act)
no lump-sum death payment, and no monthly benefit for the month in
which such employee died or for any month thereafter, shall be paid
under this section to any person on the basis of the wages and self-
employment income of such employee.

Minimum Survivor’s or Dependent’s Benefit

(m) In any case in which the benefit of any individual for any
month under this section (other than- subsection (a)) is, prior to re-
duction under subsection (k)(3) and subsection (q), less than the first
figure in column IV of the table in section 215(a) and no other indi-
vidual is (without the application of section 202(j)(1)) entitled to a
benefit under this section for such month on the basis of the same wages
and self-employment income, such benefit for such month shall, prior
to reduction under such subsection (k)(3) and subsection (q), be in-
creased to the first figure in column IV of the table in section 215(a).



58 SOCIAL SECURITY AMENDMENTS OF 1961

Termination of Benefits Upon Deportation of Primary Beneficiary

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

(A) no monthly benefit under this section or section 223 shall
be paid to such individual, on the basis of his wages and self-
employment income, for any month occurring (i) after the month
in which the Secretary is notified by the Attorney General that
such individual has been so deported, and (i1) before the month
in which such individual is thereafter lawfully admitted to the
United States for permanent residence. :

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

(C) no lump-sum death payment shall be made on the basis
of such individual’s wages and self-employment income if he dies
(1) in or after the month in which such notice is received, and
(i1) before the month in which he is thereafter lawfully admitted
to the .United States for permanent residence.

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

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

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

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

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

(p) In any case in which there is a failure—

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



SOCIAL SECURITY AMENDMENTS OF 1961 59

(2) to file, in the case of a death after 1946, application for a
lump-sum death payment under subsection (i), or under subsec-
tion (g) of this section as in effect prior to the Social Security
Act Amendments of 1950, within the period prescribed by such
subsection.

and it is shown to the satisfaction of the Secretary that there was good
cause for failure to file such proof or application, as the case may be,
within such period, such proof or application shall be deemed to have
been filed within such period if it 1s filed within two years following
such period or within two years following August 1956, whichever is
later. The determination of what constitutes good cause for purposes
of this subsection shall be made in accordance with regulations of the
Secretary.

[Adjustment of Old-Age and Wife’s Insurance Benefit Amounts in
Accordance With Age of Female Beneficiary

[(q)(1) The old-age insurance benefit of any woman for any month
prior to the month in which she attains the age of sixty-five shall be
reduced by—

[(A) % of 1 per centum, multiplied by

[(B) the number equal to the number of months in the period
beginning with the first day of the first month for which she 1s
entitled to an old-age insurance benefit and ending with the last
day of the month before the month in which she would attain
the age of sixty-five.

[(2) The wife’s insurance benefit of any wife for any month after
the month preceding the month in which she attains the age of sixty-
two and prior to the month in which she attains the age of sixty-five
shall be reduced by—

L(A) 2%s of 1 per centum, multiplied by
[(B) the number equal to the number of months in the period
beginning with the first day of the first month for which she is
entitled to such wife’s insurance benefit and ending with the last
day of the month before the month in which she would attain the
age of sixty-five, except that in no event shall such period start
earlier than the first day of the month in which she attains the
age of sixty-two.
The preceding provisions of this paragraph shall not apply to the
benefit for any month in which such wife has in her care (individually
or jointly with the individual on whose wages and self-employment .
income such wife’s insurance benefit is based) a child entitled to child’s
insurance benefits on the basis of such wages and self-employment
income. With respect to any month in the period specified in clause
(B) of the first sentence, if such wife does not have in such month such
- a child in her care (individually or jointly with such individual), she
shall be deemed to have such a child in her care in such month for the
purposes of the preceding sentence unless there is in effect for such
month a certificate filed by her with the Secretary, in accordance with
regulations prescribed by him, in which she elects to receive wife’s
insurance benefits reduced as provided in this subsection. Any certifi-
cate filed pursuant to the preceding sentence shall be effective for pur-
poses of such sentence—
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LG) for the month in which it is filed, and for any month there-
after, if in such month she does not have such a child in her care
(individually or jointly with such individual), and

L(ii) for the period of one or more consecutive months (not ex-
ceeding twelve) immediately precedinf the month in which such
certificate is filed which is designated by her (not including as
part of such period any month in which she had such a child in
her care (individually or jointly with such individual)).

If such a certificate is filed, the period referred to in clause (B) of the
first sentence of this paragraph shall commence with the first day of
the first month (i) for which she is entitled to a wife’s insurance bene-
fit, (i) which occurs after the month preceding the month in which
she attained the age of sixty-two, and (ii1) for which such certificate
is effective. ‘

L(3) In the case of any woman who is entitled to an old-age insur-
ance benefit to which paragraph (1) is applicable and who, for the
first month for which she is so entitled (but not for any prior month)
or for any later month occurring before the month in which she attains
the age of sixty-five, is entitled to a wife’s insurance benefit to which
paragraph (2) 1s applicable, the amount of such wife’s insurance bene-
fit for any month prior to the month in which she attains the age of
sixty-five shall, in lieu of the reduction provided in paragraph (2), be
reduced by the sum of—

L(A) an amount equal to the amount by which such old-age in-
stllrance benefit for such month is reduced under paragraph (1),
plus

[(B) an amount equal to— '

L[(@) the number equal to the number of months specified
in clause (B) of paragraph (2), multiplied by

L(ii) 2%s of 1 per centum, and further multiplied by

L@ii) the excess of such wife’s insurance benefit prior to
reduction under this subsection over the old-age insurance
benefit prior to reduction under this subsection.

[(4) In the case of any woman who is or was entitled to a wife’s
insurance benefit to which paragraph (2) is applicable and who, for
any month after the first month for which she is or was so entitled
(but not for such first month or any earlier month) occurring before
the month in which she attains the age of sixty-five, is entitled to an
old-age insurance benefit, the amount of such old-age insurance bene-
fit for any month prior to the month in which she attains the age of
* sixty-five shall, in lieu of the reduction provided in paragraph (1),
be reduced by the sum of—

[(A) an amount equal to the amount by which such wife’s
insurance benefit is reduced under paragraph (2) for such month
(or, if she is not entitled to a wife’s insurance benefit for such
month, by an amount equal to the amount by which such bene-
fit was reduced for the last month for which she was entitled
thereto), plus

[(B) if the old-age insurance benefit for such month prior to
reduction under this subsection exceeds such wife’s insurance
benefit prior to reduction under this subsection, an amount equal
to—

L) the number equal to the number of months specified in
clause (B) of paragraph (1), multiplied by
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LG) % of 1 per centum, and further multiplied by
[(ii1) the excess of such old-age insurance benefit over such
wife’s insurance benefit.

L(5) In the case of any woman who is entitled to an old-age in-
surance benefit for the month in which she attains the age of sixty-
five or any month thereafter, such benefit for such month shall, if
she was also entitled to such benefit for any one or more months prior
to the month in which she attained the age of sixty-five and such
benefit for any such prior month was reduced under paragraph (1)
or (4), be reduced as provided in such paragraph, except that there
shall be subtracted, from the number specified in clause (B) of such
paragraph—

L(A) the number equal to the number of months for which
such benefit was reduced under such paragraph, but for which
such benefit was subject to deductions under section 203(b) or
paragraph (1) of section 203(c),

and except that, in the case of any such benefit reduced under para-
graph (4), there also shall be subtracted from the number specified
in clause (B) of paragraph (2), for the purpose of computing the
amount referred to in clause (A) of paragraph (4)—

[(B) the number equal to the number of months for which
the wife’s insurance benefit was reduced under such paragraph
(2), but for which such benefit was subject to deductions under
section 203(b), under section 203(c)(1), under section 203(d)
(1), or under section 222(b), »

L(C) the number equal to the number of months occurring
after the first month for which such wife’s insurance benefit was
reduced under such paragraph (2) in which she had in her care
(individually or jointly with the individual on whose wages and
self-employment income such benefit is based) a child of such
individual entitled to child’s insurance benefits, and

[(D) the number equal to the number of months for which
such wife’s insurance benefit was reduced under such paragraph
(2), but in or after which her entitlement to wife’s insurance bene-
fits was terminated because her husband ceased to be under a
disability, not including in such number of months any month
after such termination 1n which she was entitled to wife’s insur-
ance benefits.

Such subtraction shall be made only if the total of such months speci-
fied in clauses (A), (B), (C), and (D) of the preceding sentence is not
less than three. For purposes of clauses (B) and (C) of this para-
graph, a wife’s insurance benefit shall not be considered terminated
for any reason prior to the month in which she attains the age of
sixty-five.

[(6) In the case of any woman who is entitled to a wife’s insurance
benefit for the month in which she attains the age of sixty-five or any
month thereafter, such benefit for such month shall, if she was also
entitled to such benefit for any one or more months prior to the month
in which she attained the age of sixty-five and such benefit for any
such prior month was reduced under paragraph (2) or (3), be reduced
as provided in such paragraph, except that there shall be subtracted
from the number specified in clause (B) of such paragraph—

[(A) the number equal to the number of months for which
such benefit was reduced under such paragraph, but for which
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such benefit was subject to deductions under section 203 (b), under
section 203(c)(1), under section 203(d)(1) or under section
222(b),

[(B) the number equai to the number of months, occurring
after the first month for which such benefit was reduced under such
paragraph, in which she had in her care (individually or jointly
with the individual on whose wages and self-employment income
such benefit is based) a child of such individual entitled to child’s
insurance benefits, and ‘

[(C) the number equal to the number of months for which such
benefit was reduced under such paragraph, but in or after which
her entitlement to wife’s insurance benefits was terminated because
her husband ceased to be under a disability, not including in such
number of months any month after such termination in which
she was entitled to wife’s insurance benefits.

and except that, in the case of any such benefit reduced under para-
_graph (3), there also shall be subtracted from the number specified
in clause (B) of paragraph (1), for the purpose of computing the
amount referred to in clause (A) of paragraph (3) and—

[(D) the number equal to the number of months for which the
old-age insurance benefit was reduced under such paragraph
(1) but for which such benefit was subject to deductions under
section 203(b), or paragraph (1) of section 203(c)

Such subtraction shall be made only if the total of such months speci-
fied in clauses (A), (B), (C), and (D) of the preceding sentence is
not less than three.

L(7) In the case of a woman who is entitled to an old-age insurance
benefit to which paragraph (5) is applicable and who, for the month
in which she attains the age of sixty-five (but not for any prior menth)
or for any later month, is entitled to a wife’s insurance benefit, the
amount of such wife’s insurance benefit for any month shall be reduced
by an amount equal to the amount by which the old-age insurance
benefit is reduced under paragraph (5) for such month.

L(8) In the case of a woman who is or was entitled to a wife’s insur-
ance benefit to which paragraph (2) was applicable and who, for the
month in which she attains the age of sixty-five (but not for any prior
month) or for any later month, is entitled to an old-age insurance
benefit, the amount of such old-age insurance benefit for any month
shall be reduced by an amount equal to the amount by which the wife’s
insurance benefit is reduced under paragraph (6) for such month (or,
if she is not entitled to a wife’s insurance benefit for such month, by
(1) an amount equal to the amount by which such benefit for the last
month for which she was entitled thereto was reduced, or (ii) if
smaller, an amount equal to the amount by which such benefit would
have been reduced under paragraph (6) for the month in which she
attained the age of sixty-five if entitlement to such benefit had not
terminated before such month).

L(9) The preceding paragraphs shall be applied to old-age insur-
ance benefits and wife’s insurance benefits after reduction under sec-
tion 203(a) and application of section 215(g). If the amount of any
reduction computed under paragraph (1), under paragraph (2), un-
- der clause (A) or clause (B) of paragraph (3), or under clause (A) or

clause (B) of paragraph (4) is not a multiple of $0.10, it shall be
reduced to the next lower multiple of $0.10.]
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Adjustment of Old-Age, Wife's, or Husband’s Insurance Benefit Amounts
wn Accordance With Age of Beneficiary

(9 (1) If the first month for which an indiwidual is entitled to an
old-age, wife’s, or husband’s insurance benefit is a month before the
month tn which such individual attains age 65, the amount of such benefit
for each month shall, subject to the succeeding paragraphs of this sub-
section; be reduced by—

(A) % of 1 percent of such amount if such benefit is an old-age
msurance benefit, or 2%¢ of 1 percent of such amount if such benefit
s @ wife’s or husbands’s insurance benefit; multiplied by

(B) (i) the number of months in the reduction period for such
benefit (determined under paragraph (5)), if such benefit is for a
month before the month in which such individual attains age 65, or

(72) the number of months in the adjusted reduction period for such
benefit (determined under paragraph (6)), if such benefit is for the
month in which such individual attains age 65 or for any month
thereafter.

(2)(A) If the first month for which an individurl both is entitled to a
wife’s or husband’s insurance benefit and has attained age 62 is a month
Jor which such individual is also entitled to—

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

(11) @ disability insurance benefit,

then in liew of any reduction under paragraph (1) (but subject to the suc-
ceeding paragraphs of this subsection) such unfe’s or husband’s insur-
ance benefit for each month shall be reduced as provided in subparagraph
(B), (0), or (D). , e

(B) For any month for which such individual is entitled to an old-age
wnsurance benefit, such individual’s wife’s or husband’s insurance benefit
shall be reduced by the sum of—

(¢) the amount by which such old-age insurance benefit is reduced
under paragraph (1), and

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

(C) For any month for which such individual is entitled to a disability
wmsurance benefit, such individual’s wife’s or husband’s insurance benefit
shall be reduced by the amount by which such benefit would be reduced
under paragraph (1) if it were equal to the excess of such benefit (before
reduction under this subsection) over such disability insurance benefit.

(D) For any month for which such individual is entitled neither to an
old-age insurance benefit nor to a disability insurance benefit, such indi-
vidual’s wife’s or husband’s insurance benefit shall be reduced by the
am(m;ntl fby which it would be reduced under paragraph (1).

3) If—

(4) an indwidual is or was entitled to a benefit subject to reduc-
tion under this subsection, and

(B) such benefit is incréased by reason of an increase in the
primary insurance amount of the individual on whose wages and
self-employment income such benefit is based,

then the amount of the reduciton of such benefit for each month shall be
computed separately (under paragraph (1) or (2), whichever applies)
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for the portion of such benefit which constitutes such benefit before any
wncrease described in subparagraph (B), and separately (under para-
graph (1) or (2), whichever applies to the benefit being increased) for each
such increase. For purposes of determining the amount of the reduction
under paragraph (1) or (2) in any such increase, the reduction period and
the adjusted reduction period shall be determined as if such increase were
a separate benefit to which such indwidual was entitled for and after the
Sirst month for which such increase is effective.

(4)(A) No wife’s insurance benefit shall be reduced under this
subsection—

(7) for any month before the first month for which there is in
effect a certificate filed by her with the Secretary, in accordance
with requlations prescribed by him, in which she elects to receive
wife’s insurance benefits reduced as provided in th